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Mr. Speaker: We are not concerned

with it.

COMPANIES BILL—Contd.

Mr. Speaker: The House will now
proceed with the further consideration
uf the following motion moved by Shri
C.. D. Deshmukh on the 28th  April,

1954, namely:

“That the Bill to consolidate and
amend the law relating to com-
panies and certain other associ-
ations, be referred to a Joint Com-
mittee of the Houses consisting
of 49 members, 33 members from
this House, namely, Shri Hari
Vinayak Pataskar, Shri Chimanlal
Chakubhai Shah, Shri
Awadeshwar Prasad Sinha, Shri
V. B. Gandhi, Shri Khandubhai
Kasanji Desai, Shri Dev Kanta
Borooah, Shri Shriman Narayan

Agarwal, Shri R. Venkataraman, .

Shri Ghamandi Lal Bansal, Shri
Radheshyam Ramkumar Morarka,
Shri B. R. Bhagat, Shri Nityanand.
Kanungo, Shri Purnendu Sekhar
Naskar, Shri T. S. Avinashilingam
Chettiar, Shri K. T. Achuthan,
Shri Kotha Raghuramaiah, Pandit
Chatur Narain Malviya, Dr.
Shaukathullah Shah Ansari, Shri
Tekur Subrahmanyam, Col B. H.
Zaidi, Shri Mulchand Dube, Pandit.
Munishwar Dutt Upadhyay, Shri
Radhelal Vyas, Shri Ajit Singh,
Shri Kamal Kumar Basu. Shri
C. R. Chowdary, Shri M. S. Guru-
padaswamy, Shri Amjad Ali, Shri
N. C. Chatterjee, Shri Tulsidas:
Kilachand. Shri' G. D. Somani, Shri
Tridib Kumar Chaudhuri and Shri:
C. D. Deshmukh, and 16 members.
from the Council;

that in order to constitute a
sitting of the Joint Committee the
quorum shall be one-third of the
total number of members of the:
Joint Committee;

that the Committee shall make:
a report to this House by the iast
day of the first week of the next
session;

that in other respects the Rules:
of Procedure of this House relat-
ing to Parliamentary Committees.
will apply with such variations:
and modifications as the Speaker
may make; and

that this House recommends to:
the Council that the Council do
join in the Joint Committee &nd
communicate to this House the
names of members to be appointed
by Council to the Joint Com-
mittee.”
Shri Tek Chand was speaking. He
is absent. I call Shri Sadhan Gupta.

Shri Sadhmr Gupta: (Calcutta South-
East): The Finance Minister, when:
he was moving tHe motion for re-
ference of the Companies Bill o the
Select Committee, had quoted ‘rom
the Company Law Committee's Re-
port to say that it was a Bill to hring
organisatiom and capital and labour
together in & certain relationship and
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also stated that it had certain social
objectives. What we are concerned
with from the communist benches is
mainly the social objectives of the
Bill. Here, again, we are concerned,
not with the narrow social objective,
the negative social objective which the
Finance Minister pointed out, namely,
just to cure the anti-social tendencies
in the management of joint stock
companies, but a wider and much mare
positive social objective, the objective
of setting our country on the broad
road of progress through rapid indus-
trialisation. What we are interested
in is to remove the obstacles towards
the path of progress of our indus‘rial
development.

Some hon. Member, while speaking
Yesterday, stated that we on thig side
were against private enterprise. That
is generally true, but that is not tcue
in the strict sense. The Communist
Party’s ultimate objective is certainly
to do away with private enterprise.
But, we realise that in a backward
country like surs, where industry is
not so greatly developed, where the
working classes have not reached that
Ppitch of efficiency in which they can
manage the industries themselves,
where they have not reached that
amount of technical efficiency and a
sufficiently high level of organisation,
a socialist economy is beyond compre-
hension just now. We, therefore,
envisage in the immediate future an
economic structure in India where
‘private enterprise will play a part,
though a minor part, no doubt, but
an important part, in partnership with
socialist enterprise which the State
will conduct. That is our objective.
That is our attitude towards private
sector, in playing a part in the indus-
trial development of the country,
should be ensured the conditions in
‘which the path towards progress of
industrial development imust be free
from the obstacles that exist. We
look at the company law mainly from
that point of view, viz, from the
point of view as to whether this law
will clear away the obstacles in the
path of our industrial development.
That is the crux of the question
according to us, and we are sorry to
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say that.in this respect the Bill is
frankly a disappointing one.

The obstacle in the path of our in-
dustrial development is the absence
o! a home market due to the poverty
off the peasantry brought about by
exploitation by the agrarian parasites
and also the depletion of the capital
of this country through foreign ex-
ploitation. mainly British exploitation,
and alsg the killing of our native in-
dustries by foreign competition.

The ending of the agrarian ex-
ploitation is no business of the
company law. It is the business of
some other enactment, and perhaps
some other Legislature, but the Com-
panies Bill can certainly take a step
to rid our country of the depleiion of
capital by foreign interests and to
rid the country from unhealthy com-
petition which is murderous to our
national industry.

Mr. Nayar, speaking before me has
shown how foreign capital has bled
us white, has ruined our industry
often by investing a very small portion
of capital, how it has secured a grip
on our industry through a very small
portion of our capital. We have also
repeatedly pointed out how  foreign
capital is denuding our country of
huge amounts which might have bzen
utilised as capital here. So, I need
not go over that ground once more.

Apart from these two obstacles in
the path of industrial development,
viz., feudal exploitation and exploita-
tion of foreign imperialist capital, there
is the comparatively minor, but in itself
a serious obstacle to industrial pro-
gress which is the growth of the
activity of Indian monopolists. In the
hands of the Indian monopolists
wealth is concentrated, and this kind
of concentration is always an un-
healthy development and is deterrent
to healthy industrial progress. It |is
patent that apoplexy at the top and
anaemia in the rest of the body econo-
mic is always a very unhealthy sign
and has to be done away with.

And then there is the problem that
foreign capital controls the vital
sectors of our economy. In industries
like petroleum it controls 97 per cent.
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In rubber manufacturing it controls of private enterprise. Superfieially

93 per cent of the capital. In light
railways and matches, it controls 90
per cent; in jute 89 per cent; in tea
86 per cent; in coal 62 per cent; in
other mines 73 per cent. These are
the figures which were arrived at on
an investigation by the Cabinet
Secretariat which were published in
the Press and never denied, which
were quoted in this House often, but
never denied.

In this connection, reference must
be made to the managing agency
system also. I wonder how many hon.
Members who were singing nalleiuian
to the managing agency system had
realised that it is this very institution
which has been conducive to foreign
do!nination of our country. Names
like Andrew Yule & Co., Bird and
Hilgers McLeod & Co., McNeil &
Barry. Martin Burn, Gillanders
Arbuthnot, Kilburn and Co., Jardine
Henderson, Octavius Steel, Balmer
Lawrie. to name only a few, by them-
selves give out the story, or a greater
part of the story of our industrial
backwardness and the robbery of our
country and its people by British
interests. I also wonder how many
devotees of the managing agency sys-
tem realise that especially in the
post-war period Indian managing
agencies and also foreign managing
agencies were threatening to drive
out the relatively small industrialists
from the field. I wonder also how
many of them realise the enormity of
the ways in which managing agencies,
both Indian and foreign, have

cheated the State of its legitimate
.revenue.

Mr. Chatterjee and others argued
that there are some managing agencies
who are sharks and who have brought
disgrace to the whole system. They
have also argued that since we had
no organised capital market what can
we do except to keep this system in
being; and they have also suggested
that if they are shorn of their abuses
they can tap the springs, as Mr. Chat-
terjee very picturesquely quoted from
the Company Law Committee Report,

looking at it, this argument is abso-
lutely irrefutable. It is very well to say
there is no organised capital market.
What we can do? But we must realise
that no organised capital market can
grow up unless this vice is removed.
Dr. Lokenathan has shown that banks
refuse to recegnise industries unless
backed by reputed managing agents.
This is certainly an unhealthy deve-
lopment which ean be cured by remov-
al of managing agencies and if we re-
move the managing agencies, an orga-
nised capital market is bound to grow'
up. If the substitute which is an un-
healthy substitute is dope away wnh,

we are sure to have an organised capi-’
tal market. There is no other way in
which we can have an organised capital
market.

About this talk ef shearing the
managing agency of abuses, you can
no more shear the managing agency of
its abuses than you can separate the
Angel Lucifer from the Devil Lucifer.
Mr. Tek Chand has waxed lyrical
about clipping the wings of the wvul-
ture and blunting the claws of the
vulture. This very metaphor contra-
dicts his case because when you think
of it as the vulture, you never clip its
wings, you never blunt its eclaws, yow
just kill away the vulture. A vulture
has no use for society although its
wings are clipped or its talons are
blunt. Since managing agencies are at
liberty to interlock the funds of big
undertakings, they have all the rope.
in the world to manipulate accounts
and make adjustments and thereby to
cheat the shareholder, and the State
of its revenue, and do all the vicxous,
things they are doing today.

Mr. Chatterjee had under-stated me
case by saying that there are a few
sharks who have brought disgrace to
the whole system. The probfem has to
be appreciated not from the quantita-
tive aspect, that is to say the number
of managing agents who are sharks,
but from the aspect of the contro?
which the few sharks exercise over
our economy. The question is not whe-
ther Tom, Dick and Harry Ltd., acting
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as managing agents of Jack, Bob and
Bill Ltd., act in an exemplary manner,
nor whether we have one hundred
others like this managing agent. The
qQuestion is how do the mapaging
agents, foreign and native, who control
large chunks of our economy behave?
It is their behaviour that is really ma-
terial, and if they behave like sharks,
there is a complete justification for
scrapping the whole system, and it is
absolutely useless to consider whether
there are a hunderd small managing
agents who behave in a different man-
ner. There is no doubt that it is pre-
cisely these big managing agents who
are the sharks and it is they that, al-
most without exception, are responsi-
ble for the robbery of our country and
our people in a number of ways and
for keeping the country industrially
backward. Nothing can be .a better
proof of their shark-like activities
than the admission of Mr. Longford
James which Mr. Chatterjee himself
cited. As Mr. Chatterjee said the mana-
ging agency concerned had succeeded
in poisoning even the proverbial dis-
passionate atmosphere in the law
court and to impart sight—and of
course a very well directed and well
riveted sight—to blind justice itself.
Why this atmosphere, I ask. In the
words of his great English senior, who
had so much experience in this field
because they were up against a mana-
ging agent. Not the managing agent
but a managing agent. That is very
significant. We are certainly not inter-
ested in tapping the springs of private
enterprise, as Mr. Chatterjee quoted
from the Company Law Committee's
Report—we are not interested in tap-
ping the springs of private enterprise
through the means of these tappers.
The springs which we want to tap
must yield a crystal-line-flow of en-
terprise and not belch forth mud and

filth as the big managing agency con-
cerns do today.

Another point made by Shri Alte-
kar and others is that as we are com-
mitted to private enterprise, we can-
not abolish the managing agency sys-
tem. This argument is not readily
understandable. Where is the scriptu-
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ral text to show that if thou have
private enterprise, thou shalt like-
wise have managing agency? Where
is the mathematical formula to show
that managing agency is equal to
private enterprise or that private
enterprise is equal to managing
agency? We know that our banking
and insurance concerns are prohibited
irom being managed by managing
agents. May I ask, what is the logic
by which it is established that if you
must have private enterprise, you must
also allow it to have the power and
control over as many industries as it
chooses to manage or mismanage?
Where is the logic which says that all
considerations of healthy industrial
development, of industrial and com-
merical activity diffused throughnut
the population, of the need to correct
the appalling maldistribution of
wealth, of preserving our capital of
protecting our native and particulary
small native industries from unhealthy
competition should be brushed aside
in the interest of perhaps 35 or 40
Inaan and foreign concerns?

Two other arguments were advan-
ced: One by Shri Thomas and the
other by Shri Pande which are
even more interesting. Mr. Thomas
asked if managing agency is abolish-
ed, can Government take the respon-
sibility of industrialising the interior?
1 will only answer this quesion’ with
a question. May I ask, how many
villages have Tatas, Birlas, Andrew
Yule, or Byrds, industrialised? Mr.
Pande advanced the extraordinary
argument that managing agencies are
responsible for cheap cost of manag-
ment per capita. I forget who it was
who gave the figures for Tata Iron
and Steel Company. I think it was
one of the hon. Members who gave
those figures. He, no doubt, tried to
minimize the share of the managing
agents by showing it as a percentage
of the gross sales. It was clear that
besides the wage bill and other ex-
penses of management, the managing
agencies took one per cent. of the
five and half per cent. which were
available for distribution. In other
words, nearly 20 per cent. of the net
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[Shri Sadhan Gupta]
profits is taken away. Please remem-
ber that he cited this as an example
of moderation.

The Minister of Finance (Shri C.
D. Deshmukh): I think the hon. Mem-
ber, to whom reference has been
made, gave a percentage of the net
profits, not the gross profits. That is
my recollection.

Shri Sadhan Gupta: I said net pro-
fits.

Shri C. D. Deshmukh: The hon.
Member said gross profits. He mijght
have meant ‘net’ profits.

Shri Sadhan Gupta: I said that one
per cent. of the gross sales and one
per cent. out of the 5} per cent. of
the net profits was taken away. One
per cent. of the gross sales was taken
by the managing agency, which
works out at nearly 20 per cent. of
the net profits. This is quoted as a
sign of moderation of the managing
agency. So, we can take it that the
usual practice is that it can be even
more than this share.

We therefore want in this law pro-
visions prohibiting the export of all
except the small part of the profits
of foreign, and particularly British,
companies which are denuding our
capital. We want provisions for ex-
pulsion of foreign enterprise from vital
sectors of our economy like petro-
leum, jute, coal, etc. We want the
banning of foreign industrial enter-
prise where native enterprises are
operating or are capable of operating.
We want to break up all foreign and
native monopolies particularly through
the break-up of the existing managing
agencies and the scrapping of the
managing agency system. Stringent
provisions are required to control and
penalize mralpractices designed to
cheat the exchequer or the employees
or to send ou, iie money from the
country. All this can be done within
the scope of this' Bill, and we want
the Select Committee to make suitabl¢
smandments 0 insert such provisions
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I have now to say a few words
about employees. Many are employed
by joint stock companies and many
joint stock companies resort to vari-
ous ways for cheating the employeeas.
I can only give a few typical instanc-
es. There is one way of showing losses
by manipulating accounts. In the case
of a Government concern, for exam-
ple—in a State concern in Hyderabad
—Singareni Coalfields, Ltd.,—I under-
stand that some capital investments
have been shown in the balance-
sheets as expenditure in the revenue
account, and thereby profit has been
minimized or some losses have been
shown. This kind of practice is not
confined to one concern only, but it is
prevalent in many concerns. Similarly,
foreign firms try to minimize their
local profits by crediting these profits
to their concerns, their head offices or
their parent offices or their allied
companies at home. This way, they
minimize their profits or show a loss.
Similarly, by acting as commission
agents, they pretend to suffer loss
while their parent companies at home
reap huge profits. There is another
way of fraudulently {ransferring
assets to cheat the claims of*the em-
ployees, particularly when they have
got some claims sanctioned by labour
tribunals. All that has to be guarded
against. The difficulty in our present
law is that we have not the requisite
procedure to enable the poor em-
ployees to get at the assets before
they are dealt with. or otherwise to
get at the resources of the foreign or
native industrialists who try to cheat
them. The scrapping of the managing
agency will minimise some of these
evils of manipulation; and the resi-

due must also be provided for in the
Bill.

As regards fraudulent transfers or
the case of winding up, the prevailing
procedure makes it impossible for
the body of workers to realise their
demands and to lay hold upon the
assets. The reason is this. The
workers cannot apply; they have not
the resources or the means to apply
iodividually. The Civil Procedure
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Code requires that the suits must be
filed by each worker because their
cause of action is different and they
cannot combine together in one suit.
Now, it is a very unfortunate state of
affairs. because, suppose the employer
is trying fraudulently to transfer his
assets, then the necessity to obtain an
injunction to prevent the whole of the
assets being transferred arises. Sup-
posing an individual worker with a
claim for only Rs. 200 comes and files
a suit he can hold up assets worth only
Rs. 200. Therefore. there must be some
machinery by which the workers will
be enabled to sue in a body or to ap-
ply in a body or through a trade
union instead - of filing individual
suits or applications. This is a matter,
no doubt, connected with the Civil
Procedure Code but there is no rea-
son why the company law cannot be
amended in order to provide for this
matter as far as the joint stock com-
panies are concerned.

The other matter about the em-
ployees is the priority given under
clause 492, regarding the order of
payments. I cannot, for the life of
me, see why rates and taxes should
have been given priority over the
payment to the employees. One can
imagine that the Government will
suffer no great loss if it is deprived
of arrears of rates and taxes from
a company which is being wound up.
But the employees will be ruined, if
by reason of the rates and taxes their
claim has to be foregone. It may be
conceivable that lakhs of rupees may
be outstanding as rates and taxes and
the State will be hardly the poorer
for want of these rates and taxes. but
thousands of families may be ruined
by reason of the fact that these lakhs,
instead of going to satisfy their
<claims, is claimed by the State in
satisfaction of its claims.

In conclusion, we have to say that
the Bill, as it stands today is absolute-
ly useless from the point of view of
the overwhelming necessity of in-
dustrialising our country and bring-
ing in a happy and prosperous life
to its people and strength and vigour
to the nation. Indeed this Bill has
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even no such professed objective. As
in so many other cases, in the case of
this Bill too, the Government has
failed to go beyond the limits set by
Englishmen. In their apishness of
everything British, they have failed
to see that the problems which Brit-
ish company law has to tackle are
substantially different from  what
Indian company law should tackle. It
is on account of this anti-national and
slavish outlook that we have copied
the letter as well as the spirit of the
British law giving protection to vest-
ed interests and throwing paramount
national consideration to the four
winds. Unless the Select Committee
radically amends this Bill and inludes
in it provisions securing the national
interest, it will create no enthusiasm
in the people.

9 AM.

The Minister of Commerce and In-
dustry (Shri T. T. Krishnamachari):
Mr. Speaker, I am glad that I have
the opportunity of speaking after the
previous speaker.

Shri U. M. Trivedi (Chittor): On a
point of order, Sir, I find that no certifi-
cate, necessary under article 117, is
attached to this Bill. This Bill provi-
des for levying of certain fees which
are not expected by the provisions
of article 110. It, therefore, falls with-
in the scope of the definition of a
Money Bill, for the provisions in
Table B of Schedule I lay down a
certain scale of fees which are not in
the nature of services rendered or
fees for services rendered. They are
certainly not in the shape of any li-
cence fees. The exception that is
given under article 110, clause (2) is
this:

“A Bill shall not be deemed
to be a Money Bill by reason
only that it provides for the im-
position of fines or other pecuni-
ary penalties, or for the demand
or payment of fees for licences
or fees for services rendered, or
by reason that it provides for
-the imposition, abolition, remis-
sion, alteration or regulation of
any tax by any local authority
or body for local purposes.”
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This registration fees, not coming
in any manner within the purview of
article 110(2), my submission is that
this Companies Bill requires a certi-
ficate under article 117 and, therefore,
as that certificate has not been ap-
pended, this cannot be proceeded with.

Mr. Speaker: May I know whether
the hon. Law Minister has to say any-
thing on this subject?

The Minister of Law and Minority
Affairs (Shri Biswas): This point was
not raised at the outset. I require
some time to have it examined,
because the Schedule has got to be
carefully scrutinised in order to see
whether or not the fees there come
within the exception.

Mr. Speaker: So, let the debate go
on. The matter will be examined; I
shall hear the Law Minister and then
the matter will be decided.

Shri T. T. Krishnamachari: I said
a few moments back that speaker who
preceded me had, in one sense, crys-
tallised the opposition to this measure
and has, in his peroration, stated that
he believes and those who think with
him believe that nothing good can
come out of this measure because it
does not seek to do certain matters
which are avowedly outside the scope
of this measure.

I think my colleague the Mover,
when making his speech at the outset
had claimed for it no more and no
less than what is contained within
the four corners of the measure. Sir,
it has to be accepted that there are
certain conditions under which com-
panies operate. If companies have to
operate under different conditions—
they may be companies of a different
sort—perhaps they may not be com-
panies at all and may be some other
type of organisations. But, within the
limited sphere in which we are
operating, certain basic assumptions
have to be granted and if those assum-
ptions are not granted, I think, the
hon. Member who preceded me is
quite right in saying “that this is a
measure about which I have nothing
to do because it does not fit in with
my ideas as to how this country
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should be governed and it happens to
be one of the numerous measures
which seek to perpetuate a Govern-
ment in which I have no faith”.—I
think the hon. Member is quite right
if that is his basic objection.

Sir. I have no desire to appear in
a sort of a superior role and criticise
the speeches made by hon. Members
in this House in regard to this mea-
sure as falling outside the mark. But
it seems only necessary to state that
the trend of discussion has indicated
that the problem set by this measure
before this House has either not been
understood or has not been appreciated
to a degree that is necessary for a
correct appreciation of this measure.
As I said before. the basic assump-
tions of company law have got to be
recognised. If you deny the validity
of these assumptions, obviously you
cannot discuss company law. . The
company law may be useless but it
does not mean that other people who
accept these assumptions cannot ask
for a company law.

What is the basis of a company?
The basis of a joint stock company
is that private savings seeking invest-
ment in industrial and commercial
ventures are put in a company in the
expectation of a reasonable return. The
words “reasonable return” might be
capable of various interpretations. It
might be that someone invests in
these companies with a view to seek-
ing something more than a reasonable
return because of certain risks in-
volved. It might be that a person who
deliberately invests money in a con-
cern wants more than he would get,
say, in a Government security or
from a deposit in a bank for the
reason that he believes that the stabi
lity of the concern, stability of the
business, stability of the demand for
the article produced by that concern
are matters of relative importance
and relative value, and there may not
be a long-standing return on his in-
vestment, and so he would like to get
a larger return. 1 think that is more
or less a reasonable assump-
tion in respect of any of investment
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in business vis-a-vis investment in a
bank or in a Government security.

Another fundamental point that
goes with a company system is that
it is attached to an entrepreneur. The
entrepreneurial system is a necessary
adjunct for providing outlet and for
providing the necessry incentive for
savings to come into the capital struc-
ture of the company. It does not hap-
pen that without the floatation of the
company, capital comes in. Somebody
hasgottodothisanditisthepro—
moter. The promoter may be an indi-
vidual or may be a group of persons.
Possibly he might be a future mana-
ging agent and he might be a person
who belongs to the monopolistic,
“oligo-polistic” or “poly-polistic” type
of organisation, which is inflicting a
lot of misery on the people of India
and on the people of the world, but
nevertheless, there has to be a person
who moves in the matter and who,
in a sense, is a catalytic agent for the
purpose of attracting investment, so
that it may be employed in resources
that are productive and also provide
a return for the investors. It is very
simple and it is really going into a
proposition which bears the mark of
simplicity, but nevertheless it seems
that the proposition, as it is, has not
been understood in regard to the dis-
cussion of the particular measure
before the House. I quite agree that
we all hold our own views on this
matter. I may be a member of the
Government today and still I was not
a member of the Government some
time back and I have got my own
views, which I have aired in the past
and it is quite possible that my hon.
friend from Chirayinkil has taken
extracts from some of my past speech-
es and might quote them back—and
he may be rightt We do hold our
views in regard to what I would call
the ‘acquisitive society’. It is not a
social system of which some of us are
proud, nor is it a social system
which we want tn perpetuate.
There are certain basic factors
which we want to conceive as
perhaps evils which we tolerate
because of the good that comes out
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of these evils, or because we have
nothing else to substitute them with.
If my hon. friend, Mr. Sadhan Gupta
says “I do not accept this measure; 1
want the measure to be turned
down;”, what happens then? What
happens is that the existing company
law goes on with all its evils, with
all the defects that we have found in
it.

Shri Sadhan Gupta: What I stated
was that I wanted the Select Com-
mittee to make amendments to this
measure and to incorporate the provi-
sions which I recommended in my
speech. That is what I said. I never
used the words “turn it down” and 1
am sure that the measure, as it
stands, will not evoke any enthusiasm
in the people.

Sbri T. T. Krishnamachari: I have
no desire to misrepresent the hon.
Member. It may be that my . argu-
ments are illustrative rather than ex-
haustive. It may be that the particu-
lar point of view is only an illustra-
tion of something which we have to
tackle, and not that the hon. Member
has said something in so many words.
I merely seek to make use of what
he has said as illustration rather than
as something which covers the en-
tire picture. I am certainly sorry and
I would like to apologise to the hon.
Member if he thought that I was:
!'nisrepresenting him in any way; that
1s not my intention or idea.

To come back to the evils of the ac-
quisitive society, I recognise them. If
we do not recognise them, what we
do by way of regulation and control,
by way of a conscious Government
intervention in social and economic
affairs, would have no meaning at all.
We do recognise that there are sour-
ces of evil which the promoters use
to achieve their own ends or for self-
ish ends, and they utilise them for
purposes which may look as legiti-
mate in their world and which my
friends opposite term ‘exploitation’. It
may be for furthering their own in-
terests, which is a mild way of put-
ting ‘it. That is not the question be-
fore us. It is not a question of a com-
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plete re-organisation of the economic
system or a complete abrogation of
the other social evils that go with the
system by means of a company law.
If anybody on this side of the House
had made that claim, I grant that the
hon. Members opposite would per-
_fectly be entitled to say “turn it down;
it is. to use a common word, piffle and
-that claim is absolutely without any
. substance”. Nobody has made such a
.claim or that by this instrument of
the company Law, we are going to
alter the economic system, we are
-going to adjudicate between various
interests which seek to exploit and
-those that are exploited, we are going
to interfere with the relationship of
master and servant, and employer
and employee. It is not so. It has a
much more limited bearing on the
.economic structure and a much more
‘limited aim. Therefore, if we import
-into this measure aims and objectives
-which you cannot by any stretch of
imagination seek to fulfil, obviously
the measure must look absurd.

The other question is that we do
“have certain basic assumptions. As I
said, the existence of a company
means that there is a market for sav-
ings, there are people who save and
who want to invest. There is need for
utilising all those investments. There
is a catalytic agent, who uses those
investments for productive purposes
in the sense that he sets up an in-
dustry or a venture by which the
wealth of the country is multiplied,
and ultimately, the beneflt . this par-
ticular matter goes primarily to socie-
ty, and, in a very large sense, co the
individual investor as well. If the
problem is looked at from the point
of view of the individual investor—
the company, company-promoter of
-the manager of the company pri-
marily, and then only secondarily as
a scheme that fits into the entire eco-
nomy—then the discussion of this
measure would assume really serious
proportions. It does not mean that
merely because there is a voluntary
desire on the part of a man to save
.and to invest, and there is somebody
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else in whom he trusts and who is
prepared to utilise that money for
purposes of production of wealth and
pays a icturn to the investor, the Gov-
vernment should sit with folded
hands and say “we sh:!l not inter-
fere”. If it was the intention there is
no need for a company law; there is

no need for amendments to the com-

pany Law from time to time.

My hon. colleague did mention
here that there are certain limited
objectives which we cannot altoge-
ther forget. A welfare State, in what-
ever it does, cannot ignore the pre-
servation of certain social objectives
and we cannot put power and influ-
ence in the hands of any group of
persons and allow them to abuse it.

My hon. friend, Mg. T. N. Singh,
who spoke the other day here, men-
tioned “What is this particular mea-
sure going to do in regard to nationa-
lisation?” Obviously, this measure
cannot do anything with regard to
nationalisation—the answer is simple.
It cannot further nationalisation by
even an iota because nationalisation
of industries is something totally
different and you cannot seek to
achieve nationalisation by means of
a company law. Once the idea of
nationalisation comes in here, then it
means that the State takes the res-
ponsibility for providing the money
by mopping up the savings of the
people and utilising those savings for
productive ends, and this ordinary
question of private investor and en-
trepreneur does not come into the
picture at all. That is not our idea. If
the State is to be something like the
one which my hon. friends on the
other side conceive, then a company
law of this nature is not necessary. I
quite concede the point.

Then the discussion has also centr-
ed very largely on the growth of
monopolies provided by the company
system. Perhaps it is true. It may be
that the company system has provid-
ed it; it may be that it has come by
means of normal process which might
have a biological background, or a
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political or economic background, as
it has in other countries. It is true
that even in countries where there is
no company law as such, as it exists
in India or for that matter in the
United Kingdom, systems of monopo-
lies of various forms have grown up.
And actually if we had been discus-
sing a question of concentration of
wealth in the hands of a few people,
or a measure to deal with monopo-
listic practice as it affects the con-
sumer, how it seeks to eliminate comi-
petition, or even the imperfect com-
petition that exists in the economy is
estimated. I think all these things
will fall into its proper perspective.
Then we have to think of methods to

meet the evil,.if the evil is as great -

as it has been pictured to be. Other
countries have dealt with it. A country
like America which is pure and sim-
ple capitalisticc, but nevertheless
where there is free competition, has
seen the growth of monopolies, the
growth of factors depressing normal
incentives to enterprise, the absence
or elimination of ordinary finance for
the purpose of industries by the eli-
mination of the banker as such to a
large extent in the industrial field
and the growth of great industrial
corporations. They have tried to deal
with that problem even in a country
which is avowedly capitalistic, in
different ways. In fact, in a contin-
gency of that nature where monopo-
listic power grows even if the State
does not intervene, there are certain
forces generated which act as a coun-
tervailing check on the growth of
such power. In fact I was reading the
other day a book on American Capital-
ism by Professor Galbraith. It is an
interesting book. It may be that we
do not agree with all that he says.
But he says that there has arisen in
U.S.A. a countervailing power which
acts'as a check on certain tendencies
which are ‘oligopolistic’ and ‘polypo-
listic’. He proves that those checks
are real and not illusory. But that
side we have to deal with in a separate
way and in a different place alfogether.
Very possibly, it is a matter which
primarily concerns my colleague the
Finance Minister. He is the person
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who controls the fiscal as also the
monetary policy of this country. He
is primarily interested in seeking ways
and means by which he can put down
the growth of monopolies which seek.
td endanger the economy of the coun-

try.

To come back again to the need fcr-
institutional channels for the mobilisa-
tion and channelisation of savings in.
the industrial field, I find that it is
a question which cannot be sltogether
ignored even in other countries where
perhaps there is a bias in favour of:
nationalisation, where certain partie.g
do feel that the fufure lies in an in-
creasing measure of nationalisation of”
key industries. I refer to the Labour
Partition a country like the United
Kingdom. In a Conference on
savings, economic progress, inflationr
and the like, held at the University
cof Minnesota in May 1952, Mr. Hugh
Gaitskell, former Chancellor of the
Exchequer of the British 1 abour Gov-
ernment has contributed a paper in
which he has referred to a number
of problems o¢n which some opinions
have been expresseq on the floor of
the House in connection with this
debate. I wish, if I may be permitted,
to read a portion, an extract from his
speech in order to indicate that even
a person like Mr. Gaitskell, with an
avowed bias in favour of nationalica-
tion of industries has got to think in
terms of private savings and invest-
ment and industrial concerns utilising
those savings in inves‘ment. He says:

“Apart from statistical matters,
there are two other problems
connected with saving and modem
government policy that I wish to
mention. The shrinking of indi-
vidual and personal saving by
wealthy people combined with a
high levei of taxation on corpora-
tion profits is bound to make the
ordinary business more depen-
dent than in the past on banks
insurance companies, and other
institutions for the raising of
new  capital. This does not
mean that there need be any
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shortage of money capital for in-
vestment. And up to now there is
in Britain no real sign of this.
Our main problem has been to res- p
train—not to expand—the level
of investment. But looking fur-
ther ahead, some believe that un-
less certain changes occur in the
capital market, smaller businesses
-will find it more difficult {o ex-
‘pand. The reason for fhis is
that institutional lenders in the
past have as a rule favoured
large as against small borrowers.
Moreover, the proportion of loan
to equity capital may become too
_high, which would carry serious
-dangers in the event of depres-
.sion.”

I would like the House to note
this particular sentence— “I
.conclude that there may be a
need for the development of new
‘types of financial institutions,
which will be prepared to in-
vest in rather than lend to small
.and promising businesses. There
may also be a case, in the inter-
ests of maintaining competition,
for giving small businesses rather
more favourable fiscal treatment”.

[SarpAR HURAM SINGH in the Chair]

I have quoted this particularly to
“illustrate to my hon. friend Mr. T. N.
:Singh, who is not here, that even
.assuming you have a bias in favour
of nationalisation, in what you call a
‘mixed economy, you cannot altogether
.do away with the element of private
:savings coming to the irndustrial field,
.because the field is wide; if it is wide
in any economy like the United King-
-dom; it is much wider in an economy
like ours where expansion is our
main aim, so far as future economic
1 progress is concerned.

Now, Sir, I would like to reiterate
:one or two basic factors which were
-mentioned by my hon. friend the
“Finance Minister when he moved this
'Bill. Sir, the preamble that the
+Cohen Committee of U. K. on company
‘law had set for themselves is worth
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while repeating. The Cohen Com-
mittee said:

“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 conipanies.”

I am happy to.say that the Com-
pany Law Committee has set them-
selves more or less the same goal,
and I think it is very wisely that they
have done so. I have said, whether it
is on a general discussion of the
Budget, or a discussion say on the
Commerce and Industry Departments,
or on the Finance Bill, it is certainly
appropriate for hon. Members to deal
with this question of concentration of
wealth and power in the hands of a
few and how to dissipate it. In a
company law which has as its essen-
tial basis the question of stimula-
tion of investment, safeguarding of
investment, working of companies
properly and all that sort of thing,
I am afraid that projection of a so-
cial objective of a nature somewhat
different from fhe normal ambit of a
company law is not either wise or
desirable.

I would like to mention very briefly
what the basic féatures of this parti-
cular measure are. It was mentioned
by my hon. friend, the Mover; 1 _will
re-state the position. At best you
can divide them up into nine cate-
gories, I think the Company Law
Committee themselves have divided
them into these categories, viz. pros-
pectus and promotion, shareholders’
control over management, minority
shareholders and their protection,
managing agents vis-a-vis directors
and shareholders, powers and func-
tions of directors, audit, winding up
and in that process the rights of
shareholders and creditors, Govern-
ment’s powers of inspection and in-
vestigation and lastly, the adminis-
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tration of company law. These, I sub-
mit, are an extremely wide fleld for
constructive suggestions, to give direc-
tions to the Select Committee to pro-
ceed in particular channels and exa-
mine the various aspects. But, may
I, in all humility, express my disap-
pointment that this House has not
sought to think on these construc-
tive lines, by and large? It does not
however mean that there are not
Members who have dealt with these
particular aspects.

Oftentimes, history is a help; some-
times it is a hindrance. You will find
in this particular case, it has been a
little helpful, so far as I am concern-
ed, to clear some of the doubts that
gather before us when we are dis-
cussing a subject like the company
law. I happened to go into the tomes
available in the library on the mag-
num opus of legislation in 1936-37,
namely, the company law of those
days piloted by an extremely emi-
nent son of India and a very eminent
lawyer in addition to that. I am re-
ferring to the company law debates
of 1936. On reading through those de-
bates, I found two speeches made on
two different occasions, which still
have some validity. even today. It is
true that the speeches made by those
two gentlemen—one of them is still
with us, happily and the other unfor-
tunately is not with us—have had a
certain bias, viz. bias of the opposition
of those days who did not want to
have anything to do with the Govern-
ment altogether. Nevertheless, the two
hon. Members—the late lamented
Shri Bhulabai Desai and Shri Govind
Vallabh Pant—could not intervene in
debates with what may be called
purely negative criticisms. I would
like the hon. Members of the Select
Committee to re-read those two
speeches. It will certainly pay the
effort undertaken.

I am gratified to find that in this
particular measure. the sponsors. ei-
ther directed by the Committee or
otherwise, had thought fit to include
many of the constructive suggestions
made by the late Shri Bhulabai Desai.
His knowledge of company law and
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practice of companies in Bombay,
Ahmedabad and other places was uni-
que and therefore, whatever sugges-
tions came from him had a bearing
on reality. One does find—there is
some satisfaction—some of these sug-
gestions had been incorporated in this
BilL

One of the suggestions made by
Shri Govind Vallabh Pant, speaking as
he did on the consideration of the
Report of the Select Committee on the
1936 Bill, has still some relevancy,
viz. his views in regard to the posi-
tion of the minority shareholders. He
did go to the extent of suggesting that
there might be an election of directors
on the basis of proportional represen-
tation which, I think, has been con-
sidered and given up even by the
Company Law Committee. But, never-
theless, it indirates how the minds
of those hon. Members worked or
had they exercised their minds on the
question of safeguarding the interests
of the shareholders, the interests of
the public vis-a-vis the people who
contro]l the companies. I think that
ought to influence the consideration
of this subject so far as we are con-
cerned, even today.

The safeguards that Shri Govind
Vallabh Pant had proposed perhaps had
been incorporated in a different man-
ner. Consideration of clauses 367 to
369 indicates that there is some safe-
guard for the minority shareholder
and I shall say a little more about it
later.

The main problem, as I said, is the
question of protection of the share-
holder. It is not an easy one. My
hon. friend. Mr. Ramaswamy, I think.
spoke about prospectus; other hon.
Members aiso touched on this ques-
tion. We can devise all the con-
ditions that we can probably envi-
sage in regard to the issue of pros-
pectuses and insist on the disclosure
of all the relevant transactions but can
we provide against, say. bad bargains?
The company promoter might have
got a particular property. He might
have paid a price, he may not get
any profit out of it or it may only be a
nominal commission. It is not by itself
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bad? But the market value might the corporate savings, both by way of

fall. There is no protection to the
shareholder as against bad features
of that nature, nor can there be a
protection against the falling market.
Therefore, the shareholder looks at it
from the point of view of the per-
sonality of the promoter. It is true
that the shareholder sees what is the
reputation of the promoter. It may be
there are a few people who are ambi-
tious who may think that where there
is some risk in which they will get
money quickly investment might be
desirable. Normally, a person who is
a genuine investor, who wants a re-
turn on his money and who probably
lives on that unearned income is
careful “that he invests money only
in those companies where the person
managing is of proven reputation.

Even if all that kas been said
against the managing agent is, to a
large extent, true, that does not alto-
gether rule out his existence and I
think that his existence is a thing
which we can recognise and be proud
of. By and large, a number of mana-
gers of industrial institutions have
played the game, have attracted capi-
tal, have provided reasonable returns
for their shareholders, have given
confidence and have also stimulated
further savings and Ihvestment in
their ventures.

The question has often been raised
that we have got a very bleak pic-
ture before us in regard to invest-
ment. A recent study of the Bombay
money market by Mr. H. T. Parekh is
here and page 114 and thereafter deals
with ’corporate savings’. He quotes
Messrs. Place, Siddons and Gough and
says that in 1952 the estimated corpo-
rate savings was about Rs. 34 crores.
The annual depreciation provision
made by companies calculated from
the Census of Manufacture published
by the Government of India and from
the Five Year Pian, he says, amounts
to Rs. 25 to Rs. 30 crores. In all, the
corporate gross savings amount to
Rs. 60 crores that has gone into the
industry in a year. It is not a negligi-
ble factor when we are thinking in
terms of extension. An investment of

depreciation and by way of profits
being ploughed back into capital, of
about Rs. 60 crores is not a negligible
factor. It is easy for us to say: what
is this in terms of 361 million people?
But is not this Rs. 60 crores a very
valuable addition to the industrial
potential in this country? It is true
that, in terms of £ 400 or £500 million
a year in Great Britain and 17 to 19
million dollars in the United States, it
is negligible. But the total industrial
potential, the total industrial capital
in this country, is itself not of a very
high order and in terms of that capi-
tal, I think this Rs. 60 crores is not
a bad figure.

I think it is worth while for hon.
Members to look into this. I would
not say this book is profound; never-
theless it gives certain facts. It says:
“So far as new industrial issues are
concerned, it is relatively easier for es-
tablished concerns with a satisfactory
record of production and profits to
raise new capital either from their
own shareholders or from the public
than it is for new undertakings, in:
which the promotors have first to in-
spire public confidence.” These are
factors which you have to recognise,
and you cannot altogether ignore any
investment on industrial development
in the future which would be partly
contributed by means of private sav-
ings and intrepreneur effort. The
question would arise in regard to the
position of the shareholders whether
it is advantageous for the sharehold-
er or for the economy of the country
for a management to own the majori-
ty of shares. Oftentimes we do say if
a company is mismanaged it is
because the managing agent has no
share in the company, his interests
are limited. On the contrary there
are companies where the managing
agent or the controllers or directors
have a majority share, none-the-less
the position of the minority share-
holder is jeopardised to some extent.

But in trying to protect the share-
holder we have also to take into
account one fact, that the shareholder
is less conscious of his right than a
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voter. It is an unfortunate fact that
in the case of most company meet-
ings—I should say about 95 per cent.
of company meetings—the sharec
holders hardly attend. What the share-
holder is really concerned with is to
see that his dividends are paid. If the
dividends are maintained, I do not
think he even scrutinizes the balance
sheet. The ordinary shareholder does
not even scrutinize the balance sheet.
It may be that the speculator who
goes on buying shares for the purpose
of augmenting his capital looks into
all this, but the normal investor does
not bother himself about it. His atti-
tude is “I have invested in such and
such concern, I am getting the same
amounts of dividends year after year”.
He begins to think of the problem
only if the dividend falls. Therefore it
is really difficult to protect a share-
holder of that nature. Because, after
all, you can only devise that certain
information should be given, meetings
should be held, directors should be
elected, whether you decrease the ratio
of the managing agents’ nominees in
the share of the directorate or other-
wise. But ultimately it has to be done
by the shareholders. And you cannot
make the shareholder do what he will
not do on his own volition.

In regard to any person who has
knowledge of this type of business
there is the other matter of proxy
votes. I would like to inform hon.
Members opposite that this is one of
the easiest methods of abusing all
regulations. In fact I do know of one
institution—I shall not mention the
name—where the articles of associa-
tion permit of authority for proxy
being given indefinitely, without nam-
ing a person. And what is done is
every year at the annual meeting
some officer of that particular insti-
tution gets out the proxies, puts them
in his own name, and then the direc-
tfors are elected. It happens to be a
very important institution. I do con-
cede that there is room for remedy.
There is room for hon. Members op-
posite {0 look into thatl particular in-
stitution and ask for a remedy. But
there is no room for generally con-
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demning a law, because it is based on
the supposition that the shareholder
does his duty as much as a managing
agent or a director does his duty. No
provision can be made, by any stretch
of imagination, to make a shareholder,
who does not want to exercise his
right.

Again, we can perhaps devise even
in this company law. if we want that
there should be a distribution of
shares on a certain basis. that there
should not be a concentration of shar-
es, provided we believe that it is not
right for the managing agent or dir-
ector to have a large share in his
own hands. It was done in the case
of the Reserve Bank Act. A concen-
tration of shares was prohibited. Even
a regional distribution of shares is
euvisaged. But in actual practice, if
you have studied the position of the
shares of the Reserve Bank before it
was nationalised, you would find
that the whole share cavital flowed
intc the Bombay market. It so hap-
pens sometimes when you say that
there should not be a majority of
shareholders in any area, the shares
are to be distributed widely and there
is concentration. And often the share-
holders in the aggregate becomes a
minority, not through any effort on
their part or of others or even of neg-
ligence on their part but because of
circumstances.

The Select Committee might well
consider, coming back to the charge,
whether clauses 367-389 provide ade-
quate guarantees. whefher clause 227
which permits Government after ins-
pection to interfere in the matter pro-
vides adequate guarantees. And if they
suggest some other guarantees that
are necessary. I am sure my hon. col-
league would be prepared to consider
them. That is a line of approach
which might be useful. which might
perhaps tend to curb the influence of
monopolistic operators who control
companlies.

To go back to a country where a
company law like this does not exist,
the American mind tends to see more
in the direction of safeguarding tire in-
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vestor. They have not got a company
law of this nature. but they have a
Securities and Exchange Commission.
The report of the securities and Ex-
change Commission that I have,
which I am afraid is a trifle out of
date, is extremely illuminating, it pro-
vides interesting reading for a person
who wants some stuff to read. It shows
how even a country which has capi-
talism more or less as its religion. all
the time fights against concentration
of power. Because they believe that
capitalism does not mean capitalism
in the hands of a few but capital
spread over a number of people and
the element of competition existing.
Here we have some method by which
they have tried to safeguard the in-
vestor. We might look into it. But I
do not think we can make a provision
in the Company Law in regard to an
investor of this type. We probably
have to look to other directions. May-
be my hon. colleague, when he thinks
of controlling stock exchange, may
proceed on the lines of the American
Securities and Exchange Commission.

Now I come to the gravamen of the
charge against this particular mea-
sure the managing agent. I must apo-
logize to come back to it unabashed
after the warning administered by
the last speaker. I am not one of the
supporters, speaking personally as an
individual. of any system of perpetu-
ation of wealth. I am not one of those
who has supported in the past con-
centration of managerial power in the
hands of any people. It is true that the
development in this country has been
going on in a peculiar manner. It may
be that to a very large extent it is
due to the fact that the British start-
ed the industrial concerns in this
country. To the extent that history
has taken a hand in it, it is not possi-
ble to obliterate history without doing
irrepairable damage to ourselves. If
we seek to reform a system that exists,
if we seek to reform it in such a
manner that it will aid our own pur-
poses, if we seek to reform these abu-
ses to the extent that is humanly
possible, it would not, I venture
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humbly to submit, be a slavish imi-

tation of the system extising in
other countriess. My hon. friend
who spoke before me speaks

the English language beautifully. I
cannot say that that is a slavish imi-
tation of something that is happening
in England. My hon. friend, the
Deputy Leader of the Opposition,
when he speaks English. speaks poet-
ry. I am enamoured of it. I do not say
that that is a slavish imitation of the
language spoken in a country, our
connection with which we abhor in a
sense. After all, human in-
genuity is limited. It has to copy. Hu-
man ingenuity is something which is
alive, active, determined to do good
to our own people. It will imitate, it
will adapt, it will alter its structure
so that it may be suited to our own
genius. I do submit that in every
effort that we make, we as a Govern-
ment have no intention of imitating
anybody, of being apish in svite of
the fact that Darwin has stated that
the ape is our ancestor. We really want
to serve this country in the best way
possible. With the existing implements,
with the available machinery, we
make every effort to that end. There
is no point in my saying that I agree
with the hon. Members opposite. It
be that speaking purely on the basis
of a philosophical dialectical discus-
sion, I may be able to agree with the
hon. Members. After all, a man be-
lieves in a society which has money
if he has money himself. If he has got
no money, he does not believe in that
society. If he has much less money
than somebody else, whom he sees
exhibiting the money, he thinks that
that man is doing wrong. That is indi-
vidual proclivity. Unfortunately, as a
Government, we cannot think in those
terms. We have got to think of the
body politic. I hope my hon. friend
Shri Sadhan Gupta will forgive me for
quoting him. His speech is most fresh
in my memory; though it is not a very
good one. I am glad that my hon.
friend Shri Sadhan Gupta has imitat-
ed that citizen of Bengal who spoke
18 years ago on the floor of this House
and quoted a countryman of mine, or



6 1 Companies Bill

rather a man coming from Madras as
having said something very relevant in
regard to industrial organisation. We
werc in those days rather taken by
surprise in Madras, that a book of a
«comparatively unknown professor of
Economics was quoted on the floor of
the House; Dr. Lokanathan's book on
Industrial Organisation. Dr. Lokana-
than does not need any advertisement
today; perhaps he needed it then.
Nevertheless, what has been said in
that book has some relevance even to-
day, regarding the merits of the mana-
:ging agent as a person who brings the
various factors together and serves as
an instrument of production.
There is no point in my going into
the history; in fact, nobody wants to
Xknow the history of it at all. There is
however a foot note to the Company
Law Committee report which says that
it recognises that developments in
other countries are different. I would
wead that foot note on page 83:
“Recent developments in corpo-
rate form and organisation in the
advanced countries of the world
have tended to affect the ‘unique-
ness’ of the managing agency sys-
tem. Thus. the Cohen Committee’s
report contains a passing refer-
ence to certain companies which
“are controlled by managing firms’
managing agents or managing sec-
retaries. who may exercise the
.functions of the board of divec-
tor’s under agreements not altoge-
ther dissimilar to the managing
agency contracts in this country
(p. 48, Cohen Report). Similarly,
the Millin Commission comments
<on the working of the Witwaters-
rand Group system in the mining
<ompanies of South Africa. This
system resembles the managing
agency system in this country in im-
portant particulars inasmuch as
the so-called finance companies
under it ‘exercise powers of
management and control’ over the
mining companies, without pos-
sessing at any time a majority
shareholding in or having any
legal right to nominate the
directors of the companies con-
werned. The larger holding or
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controlling companies in the U.S.A.
though structurally different from
the managing agency system, some-
times perform functions which are
not very different from the services
rendered by managing agency com-
panies by providing technical,
managerial and financial advice
and assistance.... etc. Nevertheless,
the managing agency system still
retains its structural distinctive-
ness and the administrative and
financial relationships of the mana-
ging agents with the companies
which they manage, disclose some
features which are peculiar to this
country.”

It is true, again, that in the deve-
lopment of this system 1n this country,
the development has been horizontal
rather than vertical. Group corporation
in a country like America is a vertical
organisation. It is not altogether true
to say that in many British monopo-
list concerns that vertical factor per-
sists. It extends both ways sometimes
vertical as well as horizontal. Hon.
Members who have been reading some
of the financial journals recently would
have found that one of the biggest com-
bines in England, which has got a turn
over of 1310 million pounds last year
is both a vertical and horizontal orga-
nisation.

Shri N. M. Lingam (Coimbatore):
Not yet three dimensional.

Shri T. T. Krishnamachari: You
must wait for some time. It is true that
vertical development to some extent is
not an altogether undesirable deve-
lopment. For instance, textile mills in-
vesting some of their funds in manu-
facturing textile machinery, textile
mills investing some of their funds in
the manufacture of dye stuff used in
the textile industry. But by and
large the spread is horizontal. The
names of companies have been
mentioned by a number of hon. Mem-
bers. I need not repeat them again.
We have to consider whether this
type of horizontal development has
to some extent acted against the in-
terests of the shareholders and acted
against certain social objectives which
we wanted to preserve. I do believe
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that the entire Chapter on
managing agency, from clause 307
deals with this particular issue,
deals with the question of in-
terlocking of shares, the question
of investments of one company in an-
other, and so on, It may be that the
safeguard provisions are not adequate.
If they are not adequate, it is worth
while for the Select Committee to con-
sider how they could be made ade-

quate. It might even be that if the
hon. Members, instead of speak-
ing generally on _the managing

agency system, had devoted more
attention to the clauses here and
read them through and through,
they might have found that there are
@ few possible inconsistencies. I do not
propose to mention them. I would sug-
gest some effort to be spent in that
direction.

Dr. Lanka Sundaram (Visakhapat-
nam): You are conscience-stricken?

Shri T. T. Krishnamachari: I am not
conscience-stricken. My conscience is
quite clear when I do hold my cards
up my sleeve. I do not see why my
efforts at 11 in the midnight should be
shared by somebody who would not
put in that effort. I do not throw a
challenge to the Select Committee.
They would find that a study is worth
?vhile. It may be that they would
improve on it.

Dr.LanhSuldam:Itmaybea
confession of incompetence.

Shri T. T. Krishnamachari: My hon.
friiend Dr. Lanka Sundaram is a very
clever dialectician. He would put words
in my mouth; nonetheless the words
will not be accepted as mine, nor would

they be believed by the people who see
them.

Dr. Lanka Sundaram: Wait for the
rebound.

Shri T. T. Krishnamachari: I have
no desire to go into this further ex-
cept to refer to my hon. friend from
Chirayinkil who spoke at consider-
able length on the managing agency
system. My hon. friend from Chira-
yinkil is a very diligent student. He
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has quoted from a book by Profes-
sor Saroj Basu,—his book on Industri-
al Finance in India. It may be, ordi-
narily, I might not have read that
book. The author very kindly sent me
a copy. In order to do him justice, I
had read through that book. I would
mention to hon. Members of this House
that Professor Saroj Basu is a very
diligent student and has devoted a
chapter to the role of the managing
agent as an Industrial flnancier in
India. I am afraid, if hon. Members
only read it, they will find that my
hon. friend from Chirayinkil has to
be doing justice to the honest and
industrious Saroj Basu, who has plac-
ed before the public an objective ana-
lysis and appraisal of the role of the
managing agent in India as a finan-
cier and has distorted, perhaps un-
intentionally, perhaps less so, the
position which he has taken to mean
something totally different. I will
read only one paragraph from that
book:

“The Managing Agency system
forms the basic framework of the
existing methods of industrial fi-
nance in the country. It has no
counterpart in any other part of
the world and is entirely peculiar
to India. She does not possess the
industrial banking system of the
Continent. Nor are there institu-
tions in the country, correspond-
ing to the issue houses, invest-
ment bankers and underwriting
firms of the Western countries.
Their place in the financing of in-
dustries is taken in India by the
Managing Agency system, an effec-
tive substitute for all of them. It
is India’s unique contribution to
the institutional developments of
industrial finance.”

Surely, a writer who begins with this
preamble is not condemning the
managing agency system bell, book
and candle.

I would only like to restate the
position. It Is this. We find a particu-
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gard to the promotion and develop-
ment of industries and trade and com-
merce in this country. We plead that
.at the moment we have nothing to
substitute it with. It might be that
my hon. friend Dr. Lanka Sundaram
will say it is a confession of incom-
petence. Well, let it be so. It is a con-
fession of a realisation of the necessi-
ties of the time. The primary neces-
sity of the time today is that there
should be expansion, there should be
more opportunities of or employment,
there should be development of na-
tional wealth, which we believe is the
only way in which we can provide for
greater employment, for greater bene-
fits for the people and a greater justi-
fication for the welfare State for
which we stand here wedded to. While
we acknowledge that the managing
agency system has its evils—and any
system which has as its basis an ac-
quisitive society must have evils and
that is why we have to provide checks
and safeguards—we cannot here re-
dbuild our industrial structure and so-
ciety without the managing agency
system. It may be that development
as it goes on might take some differ-
ent form.

My hon. friend from Chirayinkil the
.other day speaking about European
houses made some distinctions, I
would not say that all that he said
about the European houses was entire-
1y uncomplimentary. Some of it per-
haps was partly complimentary. In the
European houses we have the system
-of what you call the career managing
.director—a man who rises from the
ranks, who is there as managing dir-
ector for five years and goes out at
the end of five years. It does not mat-
ter how young he is, how useful he
is, he has to go. That is the conven-
tion in some hrouses. We have not got
anything like that in the family con-
.cerns which are by and large repre-
sented by the Indian managing agency
houses. It may be that some of them
-will develop that convention in future.
It may be in future we find that deve-

lopment.
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It may be that the family manag-
ing agency houses will go out by the
flux of time in the same manner as
was mentioned in the quotations from

Mr. Gaitskell. The estate duty cer-
tainly removes the possibility of
aggrandizement, ©of an expansion

of the sphere of the family managing
agency houses in the industrial
structure. Private companies are

facing extinction in England today
because of the estate duty. In due
. course, as our estate duty operates

and people oblige us by dying, we
would find that the contour of
the managing agency houses which
are family concerns will change. It
might introduce a career element in
the managing agency houses an ele-
ment which would be there for a period
of time and an element which has
risen from the ranks and which has
got technicial and managerial ability
and not the recognition of ability that
comes because of birth. It may be
that that development might come in
course of time. We cannot envisase
it. If that development comes, we will
welcome it. If by any chance it hap-
pens we progress more and more to-
wards the system of directors, a sys-
tem of managing directors, eliminating
the managing agencies as much as
possible, it would not be for Govern-
ment to say “We must have the mana-
ging agents for all time to come”. We
have no bias in favour of the manag-
ing agents, We find them useful in-
struments. We find we have not got
any instrument to replace them with.
If I am working on a table today as a
carpenter and I have got a chissel
which is blunt and Y am working with
that, you say: “Don't use it. It s
blunt”. But I say: “My dear fellow, }
cannot get a new one. I have not got
the money. I cannot get it. The sup-
ply is not available. I have to go on
with the work”. It may be it is blunt,
but it has got to be used as nothing
else is available. I might sharpen it
as I might by means of providing
hedges against the managing director
who is recalcitrant. That may be bad,
but unfortunately the tools that we
have must be used, and without using
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the tools that we have today, we can-
nat rebuild society, we cannot make
society progress. And that is what we
are committed to, and we do not pro-
pose to absolve ourselves of that res-
ponsibility, merely because somebody
says that the tool that we use is
wrong. Until I get another tool, I
have got to use this. '

Maybe there are certain types of
managing agents to be guarded against
for which provisions are not made in
clause 310 and thereafter. If any of the
hon. Members had got up and said:
“Here is a managing agency czoncern
which has got a capital of Rs. 1,000—
1,000 shares of Re. 1 eacl. What in all
conscience, what in the name of God,
is that managing agency doing for
producing the necessary amount of
finance, for keeping the concern going

in times of depression, to help it?”. I-

will say: “Certainly, I am entirely with
you.” We must find ways and means
of providing that the managing agen-
cy concern has a capital, that the dir-
ectors have some resources which.will
at ‘least provide a security against the
managing agents’ misbehaviour. What
are their devices? Maybe I am only
repeating what I said before which
my hon. friend from Chirayinkil hras
repeated again that the Britishers in
India avoid paying taxes. It may be
that there are British concerns here
who have got managing ageucy com-
panies With Rs. 500 capital. The com-
pany goes on subject to the provisions
of section 2:3(a) of the Income-tax Act.
Forty per cent. of its earnings are put
into the reserves, and ultimately the
company is wound up and a new com-
pany comes in. It goes out in une way
and comes back in another. These are
abuses, I agree. I mean a managing
agency of that type ought to be pro-
hibited. Let hon. Members who have
knowledge of it tell the Select Com-
mittee that we must put in a provi-
sion here to see that managing agen-
cy companies must have some capital
structure which is really substantial
and not notional. -

That is my defence for the Bill as
it is with the provision of managing
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agency, and I do maintain that unless.
we can produce effective substitutes,
we have to carry on dealing suitably
with the abuses. If hon. Members op-
posite suggest any measures by whiclk:
abuses could be dealt with. I think
my hon. friend the Finance Minister
will be quite prepared to consider
them as and when the time is appro—
priate. and we can hammer out vari-
ous methods by which we can put a
check on the concentration of pnower,
the misuse of that power and so on.
But' if you tell us that our differences
are fundamental. well. I may say let
the differences be. We agree to differ.

There are one or two other matters
which I would like to deal with before
I sit down. There are a few clauses in
the Bill regarding foreign companies.
I would like to tell the Select Com-
mittee that they might consider the
question as to how far we can im-
prove upon them. So far as I am con-
rerned. I have been exercising my
mind about it, and I am sure my hon.
colleague would invite the Select
Committee to express its views on this
particular matter. They might proba-
bly be able to tighten some of thre pro-
visions. I have said here in the House,
both on occasions when 1 spoke and
on occasions when I answered ques-
tions, that insurance companies have
to obtain a licence. banking companies
will have to obtain a licence, industriad
concerns will have to obtain a li-
cence, but we have no method of licen-
sing foreign companies incorporated
elsewhere or partnerships which come
and start trading here. There are
certain provisions which have been
created under the old Act which lays
an obligation on them to submit cer-
tain returns. We might go a little fur-
ther. The Select Committee might
consider it.

Mr. Chatterjee raised a matter on
which I would like to say something.
In fact. I have some views on that
matter personally. That was a matter

.of statutory authority. We have certain

ideas on the subject. Ideas are good in
themselves for certain purposes, but
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often-times, they project themselves in-
to certain spheres where they aie not
good. In the past—I think in the
Government of India Act, 1935,—they
envisaged the creation of a Federal
Railway Authority.
that might be brought up again,—the
Federal Railway Authority. A Federal
Railway Authority, in terms of
the present context,—parliamentary
government of a nature in which this
House wants to exercise its full control
—may or may not be good. But to a
large extent, it will detract from your
control. It might give the railway a_cer-
tain amount of freedom to act, because
the railway is a growing concern. It
might be that a Federal Railway Autho-
rity is not necesary but certain portions
of railway management might become
separate corporations. Take for ins-
tance, a very important workshop pro-
ducing an important article, and in
which the investment has been consider-
able. It is run on a departmental basis.
Suppose a part breaks, worth about
Rs. 30,000. If I am the manager of
that workshop, if it is an authority
separate from the Government—a
private concern—I would myself go
to the nearest place, Calcutta or
Bombay, and find out if there is any
foundry which would cast the parti-
cular part which has to be replaced,
and get it done in a couple of weeks
and put it in. If it is part of a govern-
ment organization, like the Railway
Authority, what happens? An appli-
cation has to come to the Supply
Department. The Supply Department
has to aall for tenders. The tender
that is accepted should be the lowest
one. Otherwise, an explanation has
to be given. It takes a period of
time, and the particular machine is
kept idle. You cannot run an in-
dustrial concern 4<f that nature, in
those circumstances. Normally, an
authority of the kind that has been
suggested. means a certain amount
of flexibility in action. There is no
use thinking of an authority in terms
of depriving the Government of a
certain amount of discretion in regard
to the work. Once we have an
Authority, my hon. friend Shri Bansal

will say, ‘let there be Authority. Take
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away the power from the Govern-
ment.’ )

Shri Bansal (Jhajjar-Rewari): I
would not say that.

Shri T. T, Krishnamachari : 1
am glad; I stand corrected; my apolo-
gies to him. That is the way in
which you proceed. A lawyer imme-
diately says that the Government is
incompetent. It may be that
Government is not competent. Mr.
Chatterjee was quite right, and I
endorse his views when he said that
we do want an Economic Civil
Service. We do want a Civil Sevice
of people who are trained in running
these bodies as business concerns. 1
do not mind admitting it. As Mmis-
ter of Commerce and Industry. I do
find that I am handicapoed because it
is difficult for me to get together a
body of men who could appreciate
that there must be quickness. Some-
thing has to be done very quickly.
Some hon. Member here said the other
day—I think it was Mr. Pande. who
made a reference to my hon. friend,
the Finance Minister that a refund
of Rs. 3 lakhs was made in respect
of -income-tax by writing a letter.

Shri C. D. Pande (Nainmi Tal Distt.
cum Almora Distt.—South West cum
Bareilly Distt.—North): It has not
been given.

Shri T. T. Krishnamachark He
again asked whether import licences
had been given. I say, yes. By and
large, licences are being given by
writing letters provided the letters
are written in the proper form. It is
done in Bombay. We have a line
system there. We have got 12 people
in a line who do manage to give
licence in 24 hours after it is applied
for. I do not say that Government is
perfect. 1 do not want to claim any
credit but we have to run the Govern-
ment on that basis. We have to
approach that ideal. There is no
point in starting a new system, see it
work for three months, and let it
slack off. I do know of such instances.
Therefore. I do believe, and I agree
with my hon. friend, Shri Chatterii.
that we need an Economic Service,
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the service of people trained in
business methods, people who give
decisions quickly in Government ser-
vice. I do not say that there is any-
thing wrong about that, The new
Company Law authority, whatever
its authority, whatever may be those
functions and wheresoever it func-
tions, it must be mamed by people
who have a business background, who
can acquit themselves creditably, but
who cannot, at the same time, let
small things come up and stand in the
way of taking decisions. There is no
point in saying that when somebody
complained of a mistake in the
balance-sheet, that it is a typographi-
cal error, but that the matter should
be ftproceeded with, by way of pro-
secution, and all that. There is no
point in doing that. We have to take
big things and deal with them in a
big way. That is the kind of
approach. But that cannot be created
by the creation of statutory authority.
An authority which is going to be
independent of Government today
means, it may not function quickly. It
has go to function quickly. Well, if
You say this managing agency has
misbehaved, or has made a fraudulent
balance-sheet, such and such a manag-
ing agent is appointing such and
such a gentleman for this, that
and the other—if you ask my
colleague to answer these questions—
‘well’, he might say, ‘these are dealt
with by the authority.’ At any rate.
for sometime to come, we shall have
to learn all these nuisances of this
Company Law Bill. Many things
have been incorporated in it, and
more of it will be incorporated by the
efforts of the Select Committee. We
have to get more experience. Therefore,
I think that an authority, at present,
would not merely be a handicap but it
is also dangerous. Ultimately, it is
for Parliament to decide whether such
an authority will be useful or not.
Apart from control by Parliament, the
judicial authorities created become an
imperium in imperio. It is a different
matter altogether. But this is not
the time, at any rate, for considering
such an authority.
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I think I have tired the patience
of the House. I had no intention to
speak at length. I am not an expert:
on this subject but I wanted to inter-
veneé, because I know that the
Ministry of Commerce and Industry
has got an intimate connection with
the company Law as it has developed.
The objective that Government has
is that by means of various efforts,
we reach the ultimate objective,
namely, the development of this coun-
try which has to be achieved.

1 want to make only one submission
finally. As an old and experienced
hand in Select Committees of the past,
I want to make a suggestion to the
Members of the Select Committee. 1
really do not envy their job, and 1
may make a suggestion to the Select
Committee. The business has to be
done quickly. The Select Comnmitiee
may be split up into two or three small
committees for dealing with the
various aspects, such as managing
agency system, shareholder’s interests,
inspection, etc. These things can be
dealt with by two or three subcom-
mittees very quickly, so much so that
the work can be done swiftly.

My hon. friend, Shri Chatterjee, said
that there has been deterioration
in drafting. Well, democratization
means certain amout of deterioration
in high standards. After all. we are
trying to deal with a foreign language
in these Bills, and we are trying to
get rid of that language, though we
have not yet found a proper substitute
for it. Therefore, it is quite possible
that we might fall between two stools.
Perhaps, there has been some kind of
third rate drafting. But I would like
to say, on behalf of my colleague who
is sitting on my right, that it
is not possible to do first class
drafting with just three drafts-
men who have to produce
hundreds of Bills every year on the
floor of this House. Drafting means
sitting down patiently like the archi-
tects and chiselling out the features
of a piece of sculpture, or like a piece
of etching work, where one has to
have a quiet time, sometimes chewing
a whole pencil to get one sentenece
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into the draft. It is difficult to put
up hundreds of Bills with only three
draftsmen. It lies in the power of
Parliament to ask for some more drafts-
men. Nevertheless, the Select Commit.
tee can do a bit of drafting work.
We did some drafting when w2 were
Members of the Constitution making
authority. I have no doubt that some
of those who are inclined towards
drafting in the Select Committee, wilt
take this point into their heads. I am
sure the Select Committee would
produce a report which would be ot
great help to the future of this coun-
try. I commend the motion to the
House.

Shri Matthen (Tiruvellah): This
is a carefully conceived and elabo-
rately prepared document. I will take
this occasion %o congratulate very
gincerly the Company Law Committee
and the officers of the Finance Depart-
ment, and more particularly, the
hon. Finance Minister, for thiy splen-
did draft legislation. It is more
logical in scheme and arrangement
than the one it is going to supplant
and more understandable to the lay-
man. When you think that it is both
a consolidating and amending Bill,
there is ample justification for the
large size of this document. The
Company Law Committee, under Mr.
C. H. Bhaba, has done a very
good job. They have travelled all
over the country, carefully considered
all interests likely to be affected, and
consulted all the State Governmente,
aud have taken elaborate steps to
associate the different interests con-
cerned with this Bill. As such, I do
not think there is any justification
for the amendment which seeks cir-
culation of this Bill. I oppose it.

I am glad to see that the Bill has
taken great care to plug all possible
sources of corruption and abuse by
the managing agency and the direc-
tors, and protect the interests of the
common investor. But one fears
whether in this noble endeavour to
protect the common man the framers
have not gone too far. My fear is
that some of the provisions of
the proposed Bill are likely to stifle
and, to some extent, sterilise the ini-
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tiative of citizens to venture and to
build up business enterprises espe-
cially with big capital. For instance,
clauses 223 and 224 provide extensive
inquisitorial powers to enquire into
and investigate the affairs of tbe
company concerned or the conduct ct
any person who had any connection
with the company at any time from
its inception. While it is necessary to
have effective contro] in such matters
in the interests of the shareholders, it
should at the same time be considered
whether such arbitrary powers vested
in an administrative body 1may not
tend to work against or discourage
joint stock enterprises and frighten
common people from even associating
themselves with such enterprises.

Similarly, clause 258 requires some
reconsideration. An age-limit is pres-
cribed for the directors. Some of the
best known and more capable direc-
tors shall stand barred by this clause.
It is not likely to protect either the
interests of shareholders or the in-
terests of development. In a country,
where the number of experienced busi-
nessmen is so very limited, would it
be wise to shut out tried and eminent
businessmen like Shri Visweswarayya
or Shri Purushottamdar Thakurdas, be-
cause they happen to be ubove the
prescribed age? After all, as one not
appointed by any bureaucratic patro-
nage but elected by the shareholders,
would it not be wise to leave the
election without any restraint on age,
especially in the present condition of
business enterprise in India?

Except in one single instance, the
framers of this Bill have relied upon
what appears as a safe limit of Rs. 5000
as & limit of punishment of wrong-
doers envisaged in the Bill. Such
numerous and heavy punishments, I
am afraid, is quite unwarranted and
is likely to frighten away, people
who may desire to come out as
managers of future companies.
Even though the hon. Finance Minis-
ter has assured us that nothing is
farther from his mind than to impose
unnecessary restrictions on the bona
fide businessmen, I think that this
clause ought to be modified. I invite
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the attention of tye hon. Finance
Minister to it. As the Pion of the
Bill has recognised the co-existence
of the public and private sectors, it
must be the duty of this House. more
particularly of the hon. Finance
Minister, to see that honest and effi-
cient private enterprises are protect-
ed and even encouraged.

1 like the changes made regarding
capital, audit etc. I think it is really
good to have auditor’'s reports
etc. as modified. It is really
of importance that the new Bill re-
cognises only equity capital and the
preference capital. That is a straight-
forward course. I like it I would
jnvite the attention of the hon.

Finance Minister to a third kind of

capital. I think he should consider
e desirability of introducing nu-par-
value shares, which has been recently
recommended by a UK. Committee.
I mean that kind of shares where the
value is not given as say Rs. 10/- or
Rs. 100/- but where the capital con-
sists of .so many shares of cne-hund-
redth value or one-thousandth value
of the total shares as the case may be.
The danger which they want to avoid
is the high appreciation of the capital
of some of the companies. 1t is likely
to be interpreted especially by my
friends in the opposition as a means
of avoiding legitimate returns to the
labourer or the consumer, when a
company with ten rupee shares is
quoting its shares at Rs. 50/-. Sir,
it is quite possible by wise manage-
ment, by keeping very good reserves
and writing off the fixed ussets very
rapidly,—it is quite possible that there
may be a lot of hidden or unexposed
reserve which could have been distri-
buted at one time as dividend, which
is already ploughed back into the
company—the dividend and the appre-
ciation of the shares is likely due to
the balance, the restraint or sacrifice
of the shareholders and not because
that company has not paid the legiti-
mate due of the labour or it had ex-
ploited the consumer. I think these
no-par-value shares, as rec.mmended
by a recent U.K. committee the report
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came out only in March and I do
not know many details about it—is a
point worth the copsideration of the
hon. Finance Minister.

I am coming to the most coutrover—
sial subject, the managing agency
system. I like the considerate way in
which reference about it has been
made. In fact, the hon. Finance
Minister in his speech and the Com-
pany Law Committee in their reéport
had been apologetic so far as the
managing agency is concerned. There
are 52 clauses in the present Bill
to plug the abuses of the managing.
agents. But, as is known to the House,
this managing agency system was
introduced by the Britisher to manage
his oversea investments. If my in-
formation is correct, there is no
company in the UK. and working in
the U.K. with its main factories in the
U.K. having a managing agency
system there. I am subject to correc~
tion. But, this managing agency
system was introduced in the early
stages by the U.K. companies because
they found it difficult 1o obtain direc—
tors in their overseas possessions like
India, Malaya or South Africa or dis-
tant countries. The managing agent
who goes over there gets the manag-
ing agency of several concerns or
several investments of the U.K. com-
panies—of course, all UK. capital...

Shri K. K. Desai (Halar): Was it
UK. capital or Indian capital?
Shri Matthen: It was UK. captal.

Shri K. K. Desai: That is not the
case of the jute mills.

Shei Matthen: I am speaking of the
original history of it. I am not
referring to the purchase of jute mills.
I am speaking of how the managing
agency came originally. It originally
came as the result of their invest-
ments overseas. The hon. Commerce
Ministetr, who was reading a foot-
note from the Company Law Commit-
tee’s report was saying that this is
prevalent in companies working

in South Africa, the UXK. com-
panies there. 1 do not at all
agree with the hon. Member

from Chirayinkil in his condemna-
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tion of the British companies—the
Scotch managing agency companies—
who have done a very good job. 1
knew some of them intimately at one
time, not now, and I had occasion to
know concerns managed by some of
the Scotch companies and subsequent-
ly taken over and managed by my
own brother. Iam glad to acknowledge
here that the Scotch managing agency
firmg did it much better than I or my
brother was able to do later on. I
know of several enterprises also which
by mismanagement were almost going
to dogs, were then taken over by
Scotch managing agency concerns
which made them firstclass proposi-
tions and subsequently returned them
to their old management. If their
Indian counterpart—I do not say
‘counterfeit’—had done half as
efficiently and half as honestly as the
Scotch firms, I would not have attack-
ed the system. I agree with my hon.
friend, the Commerce Minister, when
he said that the managing agency
system has done a good job. 1 mean
that the UK. Scotch mannging agen-
cies have given a good account of
themselves but 1 am sorry to tell you
that T can count on my fingers—one
hand is enough—the number of Indian
firms approaching in calibre and quality
the Scotch managing agency firms,
and I know a good number of both.
I am glad the hon. Finance Minister
has provided for about 32 clauses for
plugging the possible abuses. Especial-
ly, since the last world war, companies
grew al over India, small snd big,
managed under the managing agency
system. Managing agencies were creat-
ed at that time not to make the manage-
ment efficient, but to perpetuate the
management in certain families. My
Iriend. Mr. Chatterjee. was right when
he said that the object of the manag-
ing agency system adopted in India
was not because of the inability of the
management of the company by
Indian personnel or directors, not be-
cause their investments were overseas
and it was difficult for them to manage,
but because they wanted to perpetuate
the dishonest proposition of grabbing
i the family, even when the man dies.
Of course. there are exceptions to this.
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My hon. friend, Mr. Thomas, the other.
day read out particulars in respect of
two firms Tata Sons and Bombay
Dyeing—and showed that the profit
they have taken was auite moderate
and reasonable. I then challenged
my hon. friend to number 2 or 3 more
such Indian companies. He was not
eager to mention them and I am glad
he did not, for if he had it would have
created apn embarrassing situation for
me to have to comment on them. I
had management in banking, planta-
tion, insurance, mining, etc., but socme-
body decided that 1 should not have
them und so it has been cut short and I
have not got any such interests now.

Shri A.M. Thomas (Ernakulam):
You are a benevolent industrialist.

Shri Matthemn: I am only telling vou
that because the U.K. investors could
not find efficient management in this
country they resorted to managing
agency and fortunately this ven-
ture has proved successful and
useful in the bands of the Scotch
managing agency firms; we copied it.
We copied it not because efficiency
would come in, but to perpetuate the
management in the family. If our
Indian managing agency firms will
honestly try to emulate them and
establish a reputation—of course. as
Mr. Thomas has mentioned two Indian
firms have done it and I have respect
for them, but I wish they were more
in number—it will be a useful pro-
position.

The Commerce and Indusiry Minis-
ter has said that if we take away the
managing agency system. there is
nothing to substitute or replace it. I
agree, but all steps and care should be
taken that these Indian managing
agency firms—I am as good a nationa-
list as anybody else—grow as hcnestly
and efficiently in management as the
Scotch firms. In this connection I
would refer to another point made
by my friend, Mr. Thomas. He ex-
pected the Finance Minister would
include a chapter about the public
sector also in the Bill. As my friend,
Mr. Pande, pointed out the other day.
the public sector or most of iz has not
come to our expectations. I have got
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some friends in the public sector and
I do not want to embarrass them, but
1 cannot help saying that the public
sector, considered as a rising sun as
against the setting sun of the private
sector, has a responsibility to comc up
and do its job efficiently and
honestly.

1 beg to make two suggestions about
the public sector to the hon. Finance
Minister. One is that all the
public sector industries should be
brought under one Minister. I am
against the Hindustan Aircraft being
under the Defence Ministry, or the
Telephones under the Communications
Ministry but my point is that all
these must be under Production
Ministry. I am not saying anything
against a particular industry, but I
may tell you that Hindustan Aircraft
is also manufacturing railway coaches.
1 find plenty of scope for the expan-
sion of that sector by the Defence
Ministry, but this seems to be the in-
terest of some other department. If
you have all the interests of factories
under one Ministry, they will get a
more equitable treatment. The other
suggestion is about changing the
managing agent of public sector fac-
tories. One man, maybe a very cap-
able I.C.S. man is put in charge of a
factory for two or three years and
then we find he is transferred to
Sindri, for instance, from Hindustan
Aircraft. By the time he studies the
problems of the industry in that
particular factory, it may be some
years and before he can formulate
his suggestions, he is taken away from
that factory and posted elsewhere.
Since crores of rupees are invested in
the factory, I suggest that the mini-
mum period of tenure should be five
years for the managing agent, with a
chance of renewing it also. At the
same time, have a No. 2, working
under him, who can take his place,
and who should be groomed up special-
ly for the purpose. There is no point
in somebedy else coming, serving for
two years and going away. I am only
suggesting for the time being that
the term should be longer for the
managing agent of a public sector
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factory, because his is a Rreat res-
ponsibility. It will be a tragedy if the
managing agents do not rise up
to the occasion. If they do not
deserve the praise that 1 gave to the
Scotch managing agency firms, and
if they do not come up to that level,
it would be a tragedy for the develop-
ment of the public sector in the
country.

In this connection, please allow me
to make one observation. There is
what is called the Societies Act of
1860. But this legislation is nct pre-
valent in most of the Part B States.
In the former Cochin State, which
is now integrated into Travancore-
Cochin State—from where 1 come—
there was this Societies Act, but it
was not in force in the Travancore
State. Charitable, cultural and reli-
gious societies, which have no profit
motive could very conveniently be in-
corporated under the Societies Act. I
would request the hon. Finance Minis-
ter, or Law Minister, or whoever is res-
ponsible for this subject to extend the

scope of the Societies Act to all Part
B States.

With these words I support the
motion.

it yow wex (faet aqT—afewr) :
AT gAfa off, s o T wo o
W e &t agw & v 7 dafaer
THT # TuT TgW A OF qga T8 19y
a7 7k § AR fead & wrriry Sy
] 59 WYqT ¥Y TAQT H 94T T FRAT
o ¥ § F I FTY T2 7T TR
Nk

TF AT gaeq 7, I R wr=,
IO NRAH, @ AT A Ter Ay
T TEi % wg w1 s 31 A K
weHra § daforr gordt T faeew
§ wfed 1 deqrell w1 yaew qga
wfer § o wod g @ g

oft wto Wro qi¥ : T N ITqwY
TR ) AT E A H WU T FT 7 wrgar
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g ¥ wgr g fr e ol B
we F ¥ AR Jawr g dfenr
IRFEIF W ¥ w3t am Af Q) v
& o} T v A Y gwR §, -
forr TTewe o forw g & WY ¢
RN I Fra A A w3 g

ey ;A v @
I ®are g fF qAfoer o W
wifH wqr sl warw 7 2@ AN
adsT § gawasforg . ...

ot "o Wo gi¥ : AT HIIw 77
agr g

ot Tow WX : T A waew &
qAfor oy Fad s PO 1 AW
Fo ag ¥ AR E fr 32 werar s
frerft & w=frq) #1 5Aforr oo ow
Qarar § R gw ag § @5 7
fewrra grawdtd | SR qRiaw W
sgerfe gad for Sa a1
e frar g, 9w d =i aga
L o 3

wAAE gwfa off, sgaam )
FATHT FIT FT I HET Ty gfeewoy
g fr ou% worw o @i =% @ ok
AT A §F FFETTE Y, T SEw
AT G T G, T A T A 0
HTAT T qFaT § F 9% gofafal
iR e aqaTs F 9w T TRy
Tva feamd &, arft TX 4y, 0,34,
Yo Fferat MY 4@ foar s sk
I FY ¥F T & AT ATeT gIE A fed
WG Ui & IT qTHAY FT TRAWS TR

AT A TR T, 7gT & IAT w9

R @ W A e W oad Ay
Tafe § fr o 7% ¥ 3w Wy
AT FY T3 T | ST waT wY
R %7 F1E woqror GTT 7 wEgw AW
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‘Line  TFGX FT Jgw YT W
AT FHTT T ALY § | THTO T
at g i =ifgq v 3w 3T & ome,

, FOF Femfat 1 g@ @R wenr

&, 7Y Gar iy, Iy Qe
AR ¥, gt @, R 9 T RA
g, Ny awar afz
I ¢F qoofaal ¥ gq § o7 Qo
g1 3 fagT 97, oY 999 AT AT
T I AL A | IR T

, T 8 o o & et o

MAfrr@gaw? I Ia@ A
HTT §HIR 97 gt &, FFar ¥ ¥ =
wHfiaT, ST SR garg anefaat s
wgi fa¥ T Afed @ I w;
fogiv =aaTE § T FTH ATAT
st ot & AR ST avear feaer
§ T 3% g9 |/ 3 W |yIWT HY
g% #3 fagr 9w | Q¥ aga & gevfr
arer g fud | R g AR ¥
" gofrafr 3 &Y g ford g €Y s
T T goR W Y
R AeEY ¥ T/ AT & SH{IATY FT TR
X&) few § FgT TR F
W oardl ¥ g we Q7 A g,
¥ firr w1 o gfeewier €, a8 g §F-
faar & | WeW waaTE W TR, WEE
AW & &7 QoF F T 7 aFiaT
gfeeem &, ST LReww g T §
fF 5@ W ¥ WA aFTSl FF
AN TG FY FQT FT FEQT &Y | I
TG ¥ a1 & fAgao sgagme & fog
TT1 AT § | IR A qgF AR
eT fr mwET ¥ 8 §F SFR
o GT A FIY, AT &7 A Sfoaw
#T FTH BT TT HAETE & STATS T€F

-

1 &UT *T AT E, I q9TOA H
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T ST § AT IAR T T T o fF T qn 4w §, 9% ST

A1 AT AR A WA H AT AR .

IAX T ATER AT ST A9 JA AF
ag dafar ooy & faeew W <@Aar
<qar § zafed fex 7 78 3 A gE-
HT HT FAST A ITH G F AT
Iwe T[T, g HR T TH
97 & #< faar I J Iaw
Ffasre 2 frar sT7 aife 78 (94T F14-
TEAT F=S AE fRGST THA | G-
ofa oY, FaEa=E T @ag s ary
FET 97 It gfeewwr ¥ faafea
FArE | I I Gfoer oot faeew
£, ST T F T 1 FY HAT §, FIFR
F fl, G A aE A AN Ao
Il g A TR AR FTHE
fafrreex w1 gam § AR w@AT FrEde

fafreer T o S FqAT ITAEAF WT9oT -

fzarg a9 ITH N @I HN &P
P aRFEARE INWaR &
ARG qIE TMo TZIT AT TT 4T AT
FJFTOT FQ g4 N3 § ISP W g
Y & frar § 5 ag Tl sar
agT aq« T E, ¥ @A @ K
ST Q4§ N T T ¥ I
*& AT AT T A @
|TET FQ AR DA Y T FO0X
£

U a6 & 7g W w4 E
it 78 HAfawT oo fawew w1 @
T ST e agurAvad ffaw g
AN 5w 9T 0 gfaaey s fag ard, o
aq g@IT I Id fF g@wr A gfea
E, WAGE IR | T e
IFR@IFF R, @ e d

Bfow & € § | T W @A §—
& a8 a1 freade & —fF I
I T ¥ WEGTH AR FF FEAAR
SECEE R R rs itk sk CACHE 4
AR wgh aF qW q@r© § TG W i
WA I AT A ug q@ w4
fs ug o awafigl &Y a1 § W
TR ¥ AT THAEFTO &1 qARHE
&9 o, grer &9 fr | Fwafea F g
THA 4g Fifag 7 91, T@ T@ T 59-
AR A A ST AT N fs WK B
o ot |r a9 o Y ey e
¥ FEIT W & waETy § HAM K
Ig® THIRTT ¥ @F | o fora®
9T & 9T IFA IJAAT AT HE, A AT
qfr o, & & ¥ a9 wefaar gm
A e gt A IAET IR AFTAT AR
Tar fs wTHr 912 avr af swfaeay
F AT T4 qATY 4, AT AT a9
¥ EYAT FMQX G | FHGT ¥ a6
F ofr o e A 4 A @ AT A TR
N FR T 5 agi arHav AT
ot aF AT o= wh, IIT SE
T TP T A AT FT AT THGT ¥
I T ¥t &1 faware W a1, e
¥ dAfar oXdr ¥ faeew w1 ww
7 TR WA AT, I F QY AR
AR IR Y & faware w1 geadwr
faar, &Y woaT Tofvor g garm fe @il
&7 faear@ I9% AT & I3 747 | AT

"gw WA g, Jwr fE qgi fr W

T §, THFT TF ATT ¥ q&T I€@ ¢
fr i & g gl 9 a1 aga
9o §, 9a ot #Y TR T IA¥ F%-
fral & qra swaerm v f5R o
wh foqd Bk 7 #r QI gt are
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gt wifgd 1 gt e wTrE AR
&) fafre 4 o ag w7 a1 f QY
oY g wrfed ok ag gaar dafar
oI ¥ faeew e Y warE | TA-
TH AER§ ag ) IR WA
f& a7 T 73 WY Fafonr g &1
sfa®r forer o | o y 1€ FEEAT
T FI@ E @) g9 g AT FATAT
oI #Y A7 ff @ 2 § A AT
Gz W afes #7 3§ 1 @ W
IHE §, 999 &Y qraT ¥y gfee &
g Hifrr 3= 9 fF gofr awedt #X
e gw T & fr Foafr) w197 &
AT AL BTRT T @7 §, 99 A
THIRT G qagE 37 #7991 & qra
a7 {5 798 W & B Al 9@ AT W
¥ FEe S #Y Qe AR EEA F
wrifaes faam g, a'qanarwmﬁ'a’t
FITT A @G | A g
g fr foae soafrqi aorelt § It 2w
¥ T rafgafoa e @R E 1 A
w3 &ifag, fearfrar 81 3 A
fyad 2= qofiafr sged § 7@ onr
wrafaai o1 @ E 1 1 W gw ag W
| Qg fr agi o oirafa w1 sraama
FIRYIT FAT, TS FAT, ITHT AWM
T, IqH AHT AT GE FAT, T
wearfe g€, a7 avw  aTewTe w€
R wwfrar w@ &< 3w § 1 gfe
TR AT AT § A7 qAww *
wTEdw 3 ¥, srew ¥ e 8
#, a1 T4 IOWT W wY qATYw ¥ 7
afewrs Fwot 1 s.ar TOoivg o o
&, ATEAT & Y WY ooy Y & o,
gafog ot gaT Qofefe §, sqeamdt
g, fae mifow &, oo s e
w2t w7 &7 27 %7 § forew fe Qur-
TR 7o 1q ¥ ford gorraer fas o
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W= I om el AEfe
TN AT A A TP *T e &
T 7T BRI ¥ TrAT THEE ¥ WY
ArrmmEar € | IT AT A TATA
fires I 1w TS ¥ 7g Feafai A
gl IR G R
arer aeafeat #Y goA worqw w< faar
g, 3T a3 WY AATw ¥ foar
wofral #Y gqr TR WM H AT
v € § AR Fwfal ¥ foq Hux
Witz wreer 7 ¥ 2 s o
# & I 9T #fyew IFET R
g1 o qg ar@ wE § fr wafaal
® qTET F weT FAE | AT qGY
€ fF Ot samm 0¥ & X fr afas
T, i grh A fomew
g o & fr vl w1 a =i
! I N e &, for F fewr
FH N JE@ §, N TaEw W &
forr & 2w ot ared ool @ it &,
aret Iwfa g awdt &, I ¥ g 2w
€ fr gofiafa ot and &, afes oY =aw-
8 G E A AT, N v AdE
AR forr & 3 w1 78 qawnt a q@
I € fe Iuq Twr wey fadar
Tt S T R N R, I
# wg aoet (o arET ¥ oA & 4

Ty R A ¢ v e
faert Wt fam dAfer odew v
FAfor arERwe #Y § I F gw O w1
wme W fe AN dHfar odow @
wWAER W wwH A § faww e
Nfew § R W sy i & feq
Wy weq g, AMaw e E, T H
Hifor wiew wr vt fame 2 &
w1 foedt famy & @& gwd
T A F [ AT I
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Saf ST & ‘. RO e ®N T oafgd | dAfonr

FE@AH S AWITHFTRARE
AT S, ¥ FEE IE W0
AR IV F G oA IHA A |
I ¥ fod aY o I e & R 9
Fr AV e RIv g
i AR Feed w71 TAT AT Q@
T ZH 78 WA & i T Peew AR
FAfonT volew § fi9 § PR A€ AR
ZIeeT FY AT T AT ¢ A qg AT
ATE TEXFRA & | A Eheeq ) Hifew
W gt €, SfeT e TR AR
o fafre @@ @ @ 1 aw
A § SiF F I ¢ 5 9w aw
I g AT g TR ST ¥ q
FE R A @A & -
Aeed ar Mfew § ofad o T
R @ a’d I F 4F ow
THFK & THI GTAF &1 A7
#afer e N wafaat N A
tfradsdasmingds
TEEE 1 & A gFar &1 Sfew
Wwie § aafaw odew #1 @@
FfaFe @ fear T € fv ow foerd
TERT N T @ AT FCAFA &
AR T AR qF IR T W T
TR €| ITH; INg AL TR
AFIREFIGATIENE fF o
F R agAfFR M W E? PR ™
FfeFR AT o3 W & A g9 TR
T T AT T AFAF AT Y yo@ AGY
& 1 Y I v FATT T e Y
ST W@ §, A IR FATE a7 AT
MBEFFATTRAA AT A G
AT ATfEE | ATIHT 4 FIAT AR
fo faaq I ATy F N A
e = 1 afawe

e qur 9T R @ W
foear @ & wfed | s O
g N ow @ ¥ s &
#Fforr ooiew A ¢ Faama e fa,
X N ¥ fgdl w W F TS
39 gfewm ¥ aR amen o) faE=r
R MR FTEF | ¥ IR
HfEq AR ¥ sy ooy & q
& o g9 78 T g2 & fin AR woew
FY TR TFR FH 71 ATFTEN )

O T TrEERd ¥ e §
WHE A gg i § v Q) faerd
TEWRT AT T T e ¥ feme
g aR ux fogrd O sTsiwT @
WIEH N TR qavm g fe
fret e | TaNe & ;U© ¥ ag
FeO @, d dar fr & 7 frdw
forr dfas =R § e gE@
& Tt §, SfeT o @ faw & age
R TER ITRE
IR TR N az Qaww femr
2T Tifgg ok . i ST H
aT WY § 5 oy e & av
TAHAAE AYH FY A A AfFR @ F
fr fom eeiw & fo e faie
7 ¥ ax 78 g fr oF faerd
TTExwd W) gRfEe 3 foar o Ay
TG X TaAHe qaT Ffaw ¥ [0
g AT EA G § |

fradr arT ag €, dar 6 &9 ot
fora, e Tretee< & Jor deed ¥ fga
&Y TAT F GHA § €T TR F FH
WOYE FTTE | AR TN ETEAH
TR =ifgd fF oY e s &
froe ax & ATl = faa AT A —
TR Y 7 Afas e man & fe
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¥ F ¥ T ¥ AT IS
RE N @EFY § | v sl
FY [T w71 Fgi a% qA© §, dav s
wTga d At ST farar § W Eeew
Wifem & wrf fRowedY @ 3N,
¥ Mfewm T N & oY ax dx Tw
g1 TH% yomEr TEEey  dfaw 921
9 Q¥ Frefiml # W gRY § N IR
feedzre &Y, o7& facgs frwe aamdil
gl AT ITIRA RN AR
IYX @Y qTET FT AT HT A7 TR
= faw &1 9 w Awer § i swRE
FAforT iy R e d A F
AT A AT gew ¥ T e
& feal #Y wr #61, ag @ & I
A IT AIT TFIRA F) 9 AE @
A FTRHTR & Q¥ § WY g7 @
FEAFE ST AT | WA g fw
foadt ot Tqq gW Fw FQ &, TR
¥ el @i W W R A,
a4 H Zw 78 fraw @@ § & o ot
Ja% e A ag ik wfew I
Arfee TE EeT FT T, TOW a1 T4
®q Y WM R W e § A
gt fv g7 9 o & fou 7 s A
TfEw ATs A1fee T T8 FT Twm)
I agi & fou qg fraw € Ot symfes
Feqral & fod at qg faaw e o sy
w21 T wifgd | faw & ¥ v sqaeay
NI afed fo e wg @
a7 Fodal B T o §, wifr W
¥ T AT QTS ATHA FTH /7 AEH |
Hag W AT E e ol ot e
TE@ T | maEm A g Y ay
T gwar €1 O g & fog

g T W1 wwaT & fn s frdy soeamy
153 LSD.
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# I9 a@ B €@ N A THHE ¥
sitferer e & QT A fear S
R TAT 42 H 7 Taare g f =me-
TR I fawrm faegr 91 gwar § AR
by g MedHrawm e T §f
Tg TadaE Y wizfa & Tar v A |
8fe wvrAT #Y T ¥ ag AT
@ greq T % g8 N9 T e
afeq |

11 AMm.

@ fa= 7 ow fra @ £
fis wordt A T ¥ T fel
FATNFAANIT TR | WA A
¥ = gfewwr § AR afi gfeww
o wfgr | o Wt oF @] @A
FTAOFTE | TR W T TATHE
¥ gt wifgg 1 1 weEY w1 foney-
ARt 4w A d 1 TR W
TANAFRFIHE | N AT
TR {F F G W@EAT EA & |
ar @ 9 ST QI Afewe @ AfaE
g Ay sToR Sw dqq 1 g Al
& Afgd fs ogt mTaq A 1€ qw
JET T A W AE ¥ WNT T
T d f& fell @@ TR Y
~ famm w1 IR W AR
Wi fed o § AR 9T & fog g
A i NIT@g? @
R fr sraEma & wprae 7 9%, §faaw
% ¥ Wwe 7 9%, i apfoa &
qw o @ g are @ Famn
N yewE 1 o AEAT T @7
T ¢ awar f g o= gy w
wfed @ @ § oife &% @ ¥
ATEFAGY ¥ qUAT AT {IAT ¥ w7
ot fear JT E% | W I % ¥ aE
# wgy T & 39T oY wan § f v
¥ wrw ¥ agfoun & ae & o famad
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TFEE F1 AR G e
& wifgd & ag g g, wwwia
g, fF T Twd W et S|
q fear 9/ A T FEET T AT W
FIH &F TAAT | ¥ A GHA GHAT
& Fot § T § 947 THEE TEQ T
ATEAY | T AN G AT 1 SFES
g A | FEET & F § HW IR-
[ F @A o § A T S/
T gy A feard v Sfe
ITRFIHFIE g g ar @ fas §
TE @1 T gEar & e g fort -
He ¥ 9T &Y a1, SfeT ag g
afaFe FoE B T T oafe
AT AT @y e fear & fER A
& f FAT fae § Foafaal ¥ faw
g Hfrs g WA T W4,
I T W TS fog @A I
Y9 T FEY FY AR AT G T&AT
aifgd | q T I AL & v F9-
fatFsT NIRRT R EF IR
LTI FT BT &9 g arfe g
T THTFTN T FL I & TG W
qg WA FL P fF T@ FEET @
F T TH SART § URT SR Y
I9 I 7 T FT a6 §, AR
78+ fou gaw 9 fame I# @
A W e | TR T WA
f& frama & T ez & ad
FT 4T AT T A T gEd
HEFAC AT | AN TT WG T T2
Faew fear war § fe dafonT oo
faeew uw A4 e § A7 eiom
& ae ¥, AEE W A @I §
AT A, WAYTT § AT 81 59 A4S
¥, IR T & GO F wAT A
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S 1§ @ A, gH TR A @
NIE@E | I T W I@ A
TE€@ § A g G woEw Y
ot & famd A afg f&
foeelt famal & fed fem e awed
g f5 squw ¥ wwrEe 98 @wd €
W ForaT AR famd g a8
el whedagadrd 5 ag
e A € & 5 @S> ¥ famal §
F F I A T AR ¥ I
ffamai s frai s S &
fade #3 & g g @ STEEAT
g 5ol famd & af & 3 o WY aga
7T § AR Y FEw qrA @ T §
IEH! WY gC I 99 Fymal § @A
N sl qe@ AL § ) A ¥ foh
Ags gt 1 RE
& fou ag @ Tt & fF & sfgl &
STET FT FE A TrtRT 4 QY
HAT, 9 AT A SqTET HE AT
TR T | qFAT, qiF 7@ q
ST A9 fof 9 S gFar 1 T At
w1 dAfo oo # wat § qEfaer
Nfed | FHfar oz & foq amow
gg fograa @it & f ag 30, Ry, ar
3o Afiea wwafagl w1 d4fom ooz
A IFT § 1 TF I a1 78 s
& 7 § AR N aTE A §
ot w1 Feara wh iy &1 & qoar
g % ax weadt wrow g€ SR 9w FeAy
q Y€ warer T Y @rE ) qq w4
FAfom ooew ® ok o 3@ weAr
F AMINT I A G @R

Hfa TRE B R 5
T wew Y § fr & OV e Y
YEE A AT ®T HOST w7 S
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¥ A F AR IY AW F A
gaTE® ®7 & 1 FL AfF A [T
ZITEH FY IT F FA FT TR AT 4%,
e Gar fezw wY wvE gaTHr 7 ¥y
aa @ o ooew agw FregAdae
@ fae F gewae & 1 79 @ T
g fF I o mifee Fv Y WY &
a1 7 Y SfeT A2 view  wifeas
fogmigs aet fadm ok mfwas
fogrism S 4o WX E %
w@mr g garfa off, sy o frae wR
ff gidrmaT A g I
AT W & fF srwvefaal 9T QST
sy wifgd, a wr€ oF @ifer v
T A Tifed fowr ¥ for sqman et Y
ATHEAT T &Y, FIETA AFI #T aTeTg)
9% M A% SIE I A T A Iy
£, 0¥ aum ¥ d4fe ooy &Y 9 3%
Yo IR A 37 ¥ wrfaww &, a7 vl
% g AR T &
Shri Altekar (North Satera): That is
the maximum.

€t gom wx . dEAW Ad @,
FE A & | AR T I A8 8§
for sz frel) w0t § arfee aff g @Y
SATET § TYTET HATORT TS T94T & qFam
g1 I F 3 afewr agi ¥ faar @
TR g FWATTET wE § 5 q®
FHWT AT A 9T AGY ERO 4 AT
At ag e g 2 4t § AR @h FqE
FAforT udEw 99T BT ©99 aF far
faret FATH & U, T Ao I A
T AT §), T IJAR [HE AT & A
TR AN R I @ FY, dRfaw
GATH Yo FTAIX WA a* B ¥ FHE
1 T AT T FEA & o o Fragmy
W AR M 7 € faw w1 W =
fear & SR N wwr IF ¥E @
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399 gz @ a4 § fr gwrd oA
fafredt & a=< zq 717 %Y 3@ @
7 & foq warAifar adgd femriae
% Fifas sy @ s I eafral
* frgror 55 R A gu
T wawa fF a9 39T @9 9T A
FRITWE? 79 qa18 IR 94T
a7 e afes 919 9w TR ¥ T
TR aF AT 999 R a5 A 79
AT, T IR A A IR &
Ifq, =T A SURT A @AT &
gy F 3feT 39 fas § ag fawe
TaHe ®1 ¥ ffaq v ag 92 3@ *T
f& #¥ wamm 91 9 @ E, T8
Zaa 3 F foi I E agar @
AYAT A AT NfEH ST § AT
F1 WA U TAAHE gL FFOAT ¥ dAfonr
ez & foq fafram faifa 5T 8%
I ar § € fr ag At ooz
AT AW N AT FYAT § AW
TAZFTIRIA TN v T
TAN EHIF I FT FAGFR G0
AR a8 7 B & TR § yius
F< fagr 9mar § 1 W A WA A
FIAT 4F FW F I€7T &1 @A
a1 fas @ freeg O = A Sifad
N g FAfe oz o8 ST ¥
wET 9%g a9 & o awk feq e
T, R AT ¥ SyrET & foq g
e e fraa 7 fFar s o
¥ qww § ag A qF wwg af § ag
wgE a=ot § | fao ¥t aewr ¥ 97-
X W AT AAfaw gdew & ST
T T FEFTS T 4R | 917 &
AT AR IR IARY AT AT ERT
AN IAH GIY QT GHE FE@T O
¥ oW | og T U W
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foo & s @t o€ g1 W
TR a AW owE R
FEFfET AT @ O A TR
IA AT AW FIT Afgd AR TG
T afgd fe d3f ooigw 1 WY
T4 FTS AT IFT IGHT W SYTET T
WA | A9 IEwr T A |
92 a¥ A @ §, IfeR A §, T
T, ¥ O 7@ O aga I A K
w1 g1 g 6 At 19 e
& Nomgare 7 fee  FwdT
& AR g A 9 AR I FEAT
3T g N F99 IR AR @ AE
% & foq Ia% waadee #7 fas @
g RATTE AT TN &1 AT Fg
T § & a1 dAfor mofeE 1 F9AT
wraeT af feaerd J AR FTEr ag-
forra 7Y e ¥ At wAfom ooe
FHAT FAW T 1 AT Wi S
# quan g fr 9@ oF e Gt gaew
FW F@ & fod FAR @ AR ag
W @ X TS Y G R I FHA-
TS TR 91O & o7 QT 3@ 9
9 9g FW FH F AT § AR 43-
I I @@ | T LY A9 a0
ST AT A0 quE § 4 A fe <®
|Te FT FEU THETT ITH w4\
I, TW qT9 TF g AT JgY aw
£ | TAAT YT TR ¥ & TE
AT &, AT AT T Y A T Wd
1 92T gree $TAfad arfe fax
geed w1 I W fawamg ava< sy
W@ T AR T Zeed I & FTHI Y
FUAT 79 319 FT qF | T TX-
TRY qawd g f ag dforr e diw
FT9 T QT & a1 qA Y IANT
H qTOAT 4T I §, TR gAwar
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g 5 = o # 390 RET @
e & fou wa faeps sqfaa &
FYTET Y STET AT AR AV (A S &
fod S w@ Aif9d qw ar =R
g & fod 9 Iuwr o @ T g,
ag § vt Ao R E, €Y, AW
W & 9, AfFT g fiw A a9w
7 waf 7 arh fr 7@ @ & fod
IAFT AT CHRAETT W1 T A
IR THREEET IEA A AT wgAl
7% & f& Sw) g gre ¥ Wy
T W, I I9N W WE AR @™
T N EATARATE AR AATAR
AT AY Y WS T A= [HT ERIT
W fsgmgfragmas &
RSN ¥ WY A19R Jg% ot
Tt & IEN w9 ¥

wrafa o, s & vo wfeo
FIRNF FETARAE | IR faw F
LigteaR e RGBS SR CR
fas & grafeiaT ¥ sgaeqr ) smt
WET T & AR e w & el
aarf &Y qarx | it T A W
TAfeEigT 53 F1 afaw a1 dfew
I¥) gg afawr aq gifes a9 39
¥ fod T 76 IS T v
N e QA @ N I T RSy
RFT #fYTs w7 1 I A FAx
T A HT #Y TR § AT 1A -
#z gz @ o7 fr A% TR Rw AT N
grfaa F7 ST Y wgEwr & v A
AT 9T F¥AT & ¥4 G4 F &-
AT &Y < & 3 afareTt 1 g
&Y TET & A e o W Wl @, 7w
RfeiT 1 afeeT a w s
§ A var ma1 ¢ BfeT aa fY o T
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@A rEd ) g IwT ag @
T § 5 AT e w9 ¥ ¥ A &Y
& AT ¥ a1E, a1 AT #fees s
ZWAT AR &Y, IAAT ATETR F AT WAL
Feed T%23 B FT IW IIT Y @A
w fr oiw suf oy | gt oY,
ag #1¢ I & T &, a2 qfews
$TH & | ag T & axaT § 9@ IW
st §  wTr AwAT0 A et
¥ @ & | A AR § Gt eed
¥ TrEaT ¥ 9T fR T ST A
LEAT 3G T X AT ¥y w3
Befr & fir amk anpw Fvel & dpnfoat
¥ @ § I AW gF FOT & e
TAYE I § aiw w7 @i A IAv
T, A6 auw § 98 I fe qg wiw
&1 @i w7 FTR AT syATAT Wi @«
n€§ ? XM AT GorT FeTH 1 WA
(vaferiae) W &1 afere W §
< 3 7T g ag 0w @ afeer
T A E N AT Fgmag d
AT AT I Jg Afaw T T R E
M Jaw ¥ fam ¥ Sy Ak IaF
W A AN & JWT FAA I AL
wo Tifet farad fis o vevs w) fean
g wfewTe FEt gW ¥ a9 o F )
AW & A & o oA g wH W
H g1 ¥ Iuw &g A ST | WY
Zexd A AW A AP R F-
frrat & st S € Y AT T o
WIET ISTAT T TEY T | I7 [ K
¥ fex 7 vy amw fv g yfede
& ¥ F AT AT T AT FARY
o e A & 1 anfaT mad 4z
N wh rafeiaT qr s 9T ow w7y
w7 £ 8 gH Hey g fod srearey
1 SR TAAHE IT A TEET § A
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e #3 3 fr gf, et aw
AT F TgT TEAE & AR AT 97
W, IATFATAE FTEEF I0T §H
¥Y 913 7R HF T Tt A F g
g fr ag od Sad & g & wmw )
T Taw <@ Ty € v gafe-
A CafaY FAR Heew N AT T
2 awdt § T uw FAT F Wemn
@ wear &, feT weoer F W0
ww ¥ o oo Tar & ‘dme W-
AT | WS T A A gqeqy
N Tigfs O
Wiegm w4A ot § 7 gwan forA
a7 I ey 9 & fod =g, oY
oF 9T OF AT AR I A
o€ o aT% &, aT TS W
FrEd WA  fe I ag AWwe
WE &1 ad% 9w ¢ ag freaa
arafed & 1| 59 faw & a3 TAE
w gg afewe § fs ag FAfeiwT
qF @ WA | A9 ag W AfuE
2RETM 00 Fat ieed a1 /%0
e #fzs #Y are ¥ qav ey
ff I Fq ¥ | qT F3? FRA
N Afer ¥ Pgua y sz TR W Q
A, AT SHFT AT A qAQ 7 qAT-
qfer of, AT wwag ag € fe o Adw
A g9 I ) AR R 5 qw 78
fearaa, o gowan, g€ sTETR, A9
Fa e & ot 2 @ § Fs ag vy
*T ITAATHY &Y T FT T, A T/
¥ fze ¥ 2 wifg@, od O wvTae
I TR ®T T N wfgd v oo
T afawr oF giv ¥ a1 € afew gEd
A AT TRAATS 7 T q&. TAL Eoeq
& T4 ¥ IuET TGN w4 T & qF oWy
Ta TR | IWgET TE A T ay

R ZeTw ¥ 7T v Nfgd e gaat
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ST 77 afawr faar § 9K 9 T T A Y JY, T T w7 AT WY &
BTN 2T §FY & | frag 3 w v vt 7 BfeA,

Mr. Chairman: No doubt, the hon. wfa oY, F o F AR g fF

Member has been giving us very use-

ful suggestions, but

Shri Khishna Chandra: I am just
finishing, Sir.

-~

HER AR AE AN FET §
fF s¥fem $@ F € TEAEe
F ST W I FT IHFRT §LT
ge wm f& amwE FE F
FR Eqlaa g5 § AR aggsiwAt
¥ | ATE § q°T asATAAT g€ €, av
W TEAaE § fog oTd A FE afaw
&Y £ | TaAwe #1 fas TaaT sfaw
fear war & f5 ag ifwat ax gwean
IS TFAT & | AFEHT AT AL glesq
N woTEFaE | AT T gg Afaw e g
f& TaHE ST SR FT THE F
gFat § fomsr wafor a@m @
TIAHE I SWIT F SAST FT JTET AT
FT gFa! § fF 9 Twaom 7 o=t
T A FOR AfawR A §
¥ =gt § fr a9 F%E @ A 0
TR FR f5 99 madide 7 oot faeqa
I FU F AR IFH @ g = A
g TG &1 A et 74T R oawd
FIOAT ¥ ST ¥ @A & AR T
g FiAAT 7 |afawt #1 § Q¥ TaAHe
FY sfasT 1 Afed (7 ag TR
(wmRa) oy FT FF AR T @ FTA
FfawTe T T1fed fr see fvelt &9
ST USE ar eTgReET A dTHHT & §,
ST AT &, sod afasl v
Feviny forar & a1 98 S¥ AdfaT woe
I TR # e @ | a8 *Er
ST GFAT § T gaAT a7 ATHFT Ta1-
N Al |7 fed, ®F TaeEE

s sefegs WAswAT F FEA
¥ I A A T I IF &,
SgH  TEAHE #T gW g AfaFR T
% & ¥ TaHe 1 gy afasw
g f5 ag agarea ¥ a1g fFdt g
¥ fog fggma S ¢ g3, aY san
W gH IEET qg FfaFR T A &)
agi fegrad ot o9 © e, ¥ foi
&R, ag 78 fF Fvoat F o7 awEaE
&1 IUHT T A FT I FIA F AFGFIC
§ 1 g am =feus W< I
FFRYAN F TFT T FF aqv
AT FUA ST AT F & aY I F aw
FEH T AT F AT Jg ¥ A &
gFa f& qEaem iR a9 F T
TaHE ¥ GTHA IR I qTfEA Y AT
fF ®o™ oM et ar gt
TSie FYWER §, 9% fqoTh 99q TgF
T &, AV TaAE F1 Ffaw ge m 5
ag TR TIFORE FT g% a1 FYEATA
T P | g W FMHFX TIHS
F A 5 waHe e & fod o
F atey weaAT Y fggEd @ S F¢
¥ |

garafa o, s F & ag wwgan §
fir 9 ¥¥Fe FALT TW F FIT AR ]
Y ITH TF S SF A FET 18T |
far freY @ew # fod gg 9Ewr AR
& AT AEE | IGRT g WrEAT
Tifgd & s T AR qdw
& 9 TF T ¥ TGIAHFI0 F7 Fare
& E | JET AR ANAE I AR
TweeY fafreex 7 aamar @T goyew
ST gATR AT AT TS 4TS 9, S
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Tga M I FEr oA 1 F ag Frde wo
et g fF 1238 R {4y § aga
TIAFHATTATE I T RILH F-
frat & dafeT voeg Sl F 99 Iy
g, 3T ¥ T THT FWQ AN
e as ag Fwafaar o 9FT g
g1 2RuY ¥ wrafat &1 9t 7ar fawww
I AT E, IEHT W W™ W@ |
It Y fergeam WX § IS v W
& | U FFAET, 7 FIqAY, AT FEEAT
fae #T ©F 9@ Feeq IAT Fdr § |
AT 99 fergea™ | oF IS FHAAEL
T g S T garl €, T ¥@ W A
gaX gfeswor & ok Fwm =ifgg o
g9 FTHr frawor 7 {4 s aJfed
TG § 7GY TFAT TTRATE |

Shri Raghavachari (Penukonda):
Sir, this motion now is that the Bill
and its provisions have to be consi-
dered by the Select Committee in the
light of certain observations to be
made here.

I have been listening to the dis-
cussions throughout these two or
three days, and there has been one
under-current of feeling in the coun-
try which is responsible for all this
criticism that is levelled against
these provisions. That suspicion is
this. Year after year we have been
seeing companies being floated and
going into liquidation and the mana-
gement practically becoming a kind
of mismanagement, and therefore
from experience almost every Mem-
ber feels that the companies are be-
ing run in this way in spite of the
company law and therefore they
make this criticism against this Bill.
I have examined all the provisions
and I think the only possible way in
which a real improvement can be
effected is in the raising of the
character of the ‘nation itself, and so
long as human nature is what it is
and business people want to be busy
not always with an altruistic pur-
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pose of serving the country but more
to serve themselves; whatever safe-
guarding provisions we might make,
loopholes and ways of circumvent
ing the provisions will always be
found. Therefore, attacking the pro-
visions of the Bill entirely on the
basis of suspicions is not really help-
ful.

There is another thing from which
we are suffering. This is a law or
a measure which is entirely grafted
from other countries, based on the ex-
perience of other countries. In our
country, this kind of business of com-
panies and shares was not so com-
mon before. Ever since the war, this
has almost bécome a kind of profes-
sion and a business. Therefore, this
engrafting wholesale from the laws
of other countries has become normal.
Whenever the other country changes
the law, we also try to change our
law. In fact, the history of our com-
pany law has wundergone such
changes, and ultimately, this consoli-
dating work has had a preparation of
seven years. A voluminous book B
the result of this effort.

From an examination of the whole
Bill,—I saw a number of schedules
also attached to the Bill. There is
no room for adaptability or flexibi-
lity in respect of this measure. Al-
most everything is incorporated in
this Bill. I only refer to the question
of meetings. Thus we have a huge
charter about details. No doubt, liti-
gation was the consequence of the
absence of certain measures in the
past, but you cannot avoid litigation
by providing for almost everything
and thus making it a rigid affair. So,
in this voluminous record, the detail-
ed provisions have contributed to the
Bill becoming a fairly long one.

The Company Law Committee
made recommendations, and all
those recommendations have been
fairly well-considered and this Bill is
based upon them. But I find from
the Finance Minister’s speech as well
as in the Statement of Objects and
Reasons, that it is definitely stated
that as a result of the considerations
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of these recommendations and the
discussions he had with business peo-
ple and others concerned, he propo-
ses to make a number of amend-
ments to the provisions of the Bill.
He would of course do it in the usual
course before the Select Committee.
I for one would have liked that if
after a careful examination over
years, certain provisions have been
found to be needing alteration or
change, it would have been fair to
this House that all those provisions
were indicated to wus, rather than
keep back the whole thing, and then
ask this House to express an opinion
on them. No doubt the Select Commit-
tee will examine them, but it would
have been better, 1 feel, that those
provisions and the changes which
they intend to make—if they are of
a substantial character—should have
been indicated to us here and now.

Now, I should like generally to
make a few observations rather than
go into particular details. You will
see that most of the criticisms were
beyond the point. The only practical
criticism will be. what are the real
things, safeguards, which you must
introduce into almost every branch of
stage of this company activity. That
is the only practical way; simply say-
ing that this Bill must be thrown out
will not do. I have examined the Bill
from this point of view. They have
tried to provide as many safeguards
as can possibly be done. But, as 1
already submitted, human nature be-
ing what it is, these safeguards and
the provisions will be always found to
be ineffective, when it comes to a
question of avoiding them by clever
people. In fact, it will become a big
business—how to circumvent the pro-
visions. Therefore, all the provisions
and the elaborate comments will not
be of much consequence. Therefore,
though it is necessary in any piece of
legislature that all precautions and
safeguards must be mentioned, the
whole purpose may not be really
achieved by such mere provisions.
Maybe we cannot achieve the purpose
for which it is meant. I now wish to
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say a few things which come promi-
nently before my mind. In fact, the
committee recommended that there
should be a statutory commission tc
control the whole activity, and that
important recommendation of the
Committee has been practically set at
naught, and the Central Government
has taken the responsibility of this
control; but then, the Government
have made it a kind of administrative
branch. It is not statutory commis-
sion. To that extent, there has been a
fairly wide rejection of that recom-
mendation of that Committee.

Another thing that has been provid-
ed is the process of investigation and
inspection. I find provisions for these
items also. They are essential, and I
do not say, they are not essential. But,
the danger, it appears to me, is that
this kind of administrative or depart-
mental or governmental investiga-
tion invariably results oftentimes in
irksome irritations and always ex-
poses the Government to the charge
of discrimination on other considera-
tions in the matter of administration.
Therefore, a statutory body would
have been the best thing, rather than
this kind of body investigating into
these matters. There is always this
risk involved in it.

Then, 1 proceed to the powers that
seek to correct the bad administra-
tion of the managing agents of the
companies. No doubt, they have pro-
vided some restrictions on the direc-
tors and on the age of the directors,
and also on the directors’ powers for
lending and borrowing. They have no
doubt provided a number of safe-
guards. Take, for instance, the age-
limit. They say that a director
should not continue after he attains
the age of 65. That is the maximum
age-limit. I for one would consider
that if the maximum age-limit was
thought essential,—if it was an essen-
tial qualification—then, it could have
been more appropriate if the mini-
mum age also was determined. The
age-limit might have been consider-
ed at the other end also. I would
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submit that though experienced peo-
ple with business capacity may be
available at any age-limit the mini-
mum age-limit should also be fixed.
Take another provision; they have
provided that one individual can be
a director of 20 companies. It looks
to me as too much work or burden.
You want the maximum number to
be 20. Possibly, experience shows
that there are individuals holding the
post of directors in more than twen-
ty companies. ] have got no statistics.
But to my mind, it looks that the
limit of 20 companies is really too
much. Certainly, it is not good. It
is not as if the country is in such
a desperate need of experienced peo-
ple. We know how they have provi-
ded for certain aspect of the stage of
the preparation of memoranduin and
the articles of association. Well,
hitherto, there were not so many
requirements, and now certain re-
quirements are provided. It is some-
thing like issuing a set of questions
to be answered by the wvakil on the
other side. The wvakil answers them
but no real purpose is served. Simi-
larly, if the memorandum of associa-
tion is to contain a particular provi-
sion, provision for it would be made
in the Bill. For instance, they want
that an expert’s opinion must be ex-
tracted or printed in the memo-
randum of association. Then, by
this only some person is likely to be
profited. Well, who is an expert?
There is no section defining this.
Thus, the provisions that they have
made will always be capable of be-
ing circumvented.

The question of managing agencies
and managers is a vexed one. There
have been two views: some want to
do away with the managing agencies
and some want to retain that institu-
tion. To my mind, with a real assess-
ment of the situation, it is not pos-
gible to say that there should be no
managing agency at all. No business
could be done without it; A company,
by the nature of things, is an asso-
ciation where a number of people
lend financial help to the company.
The management must be entrusted

1 MAY 1954

Companies Bill 6316

to some people. Everybody cannot
manage and spoil the whole thing.
Therefore, the charges in favour of
wholesale abolition of the managing
agency system, are uncallefi for. 1
am not prepared to accept them.

Safeguards have been provided,
and I do not wish to repeat them.
The real purpose is, in what spirit
those safeguards should be worked.
Again, in the matter of balance-sheet
they have provided that certain par-
ticulars should be furnished, as’ also
in the matter of audit. I have exa-
mined the provisions. It looks, tomy
mind, as if there is not much differ-
ence between the old and the present
law so far as the auditors and acco-
untants, their appointments etc. are
concerned. The real thing that they
seem to have provided against mis-
use is the power of forcing an exa-
mination when there is an oppresgive
management of the companies. The
shareholders and others are given the
powers to approach the government
agency and the court. In our coun-
try, when you have found an asso-
ciation or company going on, there
are always to be groups in the com-
pany. This only provides innumer-
able opportunities for litigation. As
some friends said, it is a paradise for
lawyers. Possibly, those provisions
which were conceived in the interests
of safeguarding the proper manage-
ment of the business might, ultimate-
ly, result in some kind of obstruction
of the smooth working of the insti-
tutions themselves. That is how it
appears to me.

As regards the provisions relating
to the limits of shares and the pro-
portion of directors etc., they are also
liable to be misused. In the matter
of management also, I find there is a
kind of diarchy between the manag-
ing directors and the others; the
powers of management are so divid-
ed. We have had some experience
of how diarchy worked in govern-
ment. It will simply result in irrita-
tion and smooth business cannot be
the consequence. All the suggestions
and criticisms that have been made
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are based mostly on the suspicion
that in spite of all the safeguards,
there may not be proper manage-
ment. The only safeguard will be
the betterment of the national cha-
racter. Until that is achieved—prima
facie it is not possible by legislation
to bring about that thing—the diffi-
culties experienced in the past will
always be there in future also. The
only way is by providing safeguards.
But, in the matter of the enforcement
of the safeguards there should be
some sort of flexibility, understand-
ing of the real spirit that the insti-
tution should be enabled to function
and correct itself rather than the ex-
ercise of those powers almost to
throttle the institution. That is al-
ways the great danger.

Another observation I wish to
make is this. Banking is also one of
the purposes for which companies
could be formed. I think that so far
as banking institutions are concerned,
Government might have provided for
a stoppage of private companies be-
ing floated for banking purposes. The
activity of providing
accommodation to all business acti-
vities of the country should have
been confined to co-operative institu-
tions and other branches of govern-
ment banking organisations. It might
have been better if they had concen-
trated more on that pattern of acti-
vity as a kind of nationalised venture
rather than allow private companies
to do this kind of business. Private
banking business means increase of
rate of interest. I would therefore
suggest that so far as that branch of
the activity is concerned. it must be
more a governmental affair based on
the maximum utility of accommoda-
tion of credit to the whole country.
Otherwise, it won’t be in the best in-
terests of the country. The Govern-
ment is now fastening some kind of
corporation for every activity. You

want a corporation for small-scale
industries, one corporation for big-
gcale industries, one corporation for

States, one corporation for the Centre
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and so on. Better have this thing
extended to rural credit also rather
than allow this business to be carried
on by these private companies.

1 have examined the provisions of
the Bill. I was gladly surprised that
though this company law is a whole-
sale engrafting of the English system
of law into our country, it is not so
understandable as the provisions in
the Estate Duty Bill. There it was
impossible even for a master of Eng-
lish to understand the sense of the
sections and oftentimes we found that
the sponsors were unable—even the
objectors—to understand. We read
the sections and sat down not under-
standing them. But, fortunately, the
provisions here are not of that cha-
racter. These are understandable.
There area number of sections which
have swelled this Bill into 612 sec-
tions. The qualifications of the dir-
ectors, how the court can remove
them, some of the disqualifications
and so on, all these sections are be-
ing repeated at one place or the
other. This has added to the huge
volume of the Bill. Anybody who
takes up this Bill and wants to go
through its provisions will be disen-
thused to go further by way of at
least even a cursory glance because
of the detailed provisions and so
many schedules added to it. I would,
therefore, still submit that the only
realistic way would be to provide for

safeguards as they have attempted to
do.

The Select Committee will have to
charige two or three aspects of the
Bill. Particularly in the matter of
the agency of control there must be
a statutory commission to control
rather than the governmental orga-
nisation that we are thinking of now.
It would have been safer to have a
Commission. As regards the investi-
gation powers, I am anxious that the
Government and the Select Commit-
tee should provide sufficient safe-
guards so that government may not
unnecessarily be exposed to the ecri-
ticism of having used these powers "
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on considerations other than the pro-
motion of business. People should
not have the fear or suspicion that
party considerations are being advan-
ced. Therefore, 1 appeal to the
meémbers of the Select Committee
that the provisions in this regard
might be further examined.

Jari  Sinhasan Singh (Gorakhpur
Distt.—South): Before I begin, I want
to read a line from Mahatma Gandhi
which he said when the father of our
hon. leader Pt. Moti Lai was dying.

He expressed to Mahatmaji in these'

words.

Moti Lal Nehru: “l am going
Mahatmaji and I shall not be here to
see swaraj but I know you have won
it and will soon have it.”

To this Mahatmaji replied: “I want
to live to be 125, not merely to sée
India politically free but also to see
how I can help to bring about the
Ram Rajya of my dreams. If I sur-
vive the struggle for freedom, I might
have to give non-violent battle to my
own countrymen which may be as
stubborn that in which I am now
engag »

These prophecies of Mahatma Gandhi
have practically come true, and if
Mahatma Gandhi were alive today, he
would have himself begun the fight,
as he had said, against this Govern-
ment in his own hon-violent manner.
Of course, the fight has begun in a
similar non-violent way by his most
able disciple Acharya Vinoba Bhave
in the other direction,

Mahatmaji dgain expressed his
feeling in this matter, and if he had
not been killed on the 3Cth January
1948, we would have seen the face of
India quite different from what we
are seeing today.

He said in his prarthama meeting on
the 26th January 1948:

[SHRIMATI KHONGMEN in the Chair]

“Irer % T, T e @)
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I gw feg 99 #1 39T A
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He expresses the hope—
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This Bill has been introduced, Sir...

An Hon Member: It is ‘Madam’
not ‘Sir’.

Shri Sinhasan Singh: ‘Madam’ and
‘Sir’, both mean the same thing.

Mr. Chairman: ‘Sir may mean
‘madam’ but not vice versa.

Shri Sinmhasan Singh: This Bill has
been introduced after great considera-
tion. A good many amendments have
already been made since 1936 when
for the first time a great part of the
Companies Act was amemded. Gowv-
ernment has gone on amending this
Act every year almost without fail—
in 1937, 1938, 1939, 1940, 1941, 1942,
1943, 1944, 1945, 1946, and then ulti-
mately it was lastly amermded by this
very House in 1951, in which we gave
great power of control to Government.
Weé should see as to how far we have
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progressed in controlling the evils of
the company system. In my own opi-
nion, the time has come when Govern-
ment should decide once and for all
the economic way of this country.
Millions of our:people are starving
in the streets and here we are acting
a compeny law.

At first the Congress Ministry stat-
ed that we have made a Constitution
for a welfare State, in which every-
body would be looked after, aad thre
difference in incomes and earnings,
that is prevailing today, will not be to-
lerated, but will be mitigated. How far
we have gone towards this problem
is to be considered by us. In my opi-
nion, the time has come when Govern-
ment once and for all should decide
whether it is going to have the capi-
talist way of economy, or the socialist
way of economy, or the Gandhian way
of economy. These three ways aof
economy are there and so we should
decide which way the country should
adopt. We are at present having both
the Gandhian and the capitalist ways
of economy and this mixed economy is
coming in the way of our progress. At
the very outset when the Congress
came to power, they gave out a pro-
mise that for ten years they will not
touch the private sector. Of these ten
years, eight years haye already gone
and the other two years will expire
with our First Five Year Plan period.
The passing of the Companies Bill is
giving a lease of life; the managing
director is giving a lease of life for
15 years, according to the Bill, if pas-
sed, and thus we are extending the
capitalist system of economy for a
further 15 years. Page 15 of the
Report on the Working of the Income-
Tax Investigation Commission, 1933,
contains the following passage about
the managing agency.

N

“A firm of managing agents de-
rived substantial income from the
managing agency of a textile mill
year after year, but the same was
being wiped out to a large extent
by the losses claimed in bullion
and cotton speculations etc. The
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investigations disclosed that the
firm was buying fictitious losses
in speculation with a view to re-
ducing its taxable income—g not
uncommon device and one which
is being largely practised in places
like Bombay and Calcutta. The
modus operandi was to employ a
chain of brokers who recorded the
transactions in their books for a
small remuneration and showed
the payment to some other party.
The ultimate recipient was either
non-existent or a man who did not
know anything about the transac-
tion. The firm had in this way
claimed very large amounts of flc-
titious losses in its assessments
that were made by the Depart-
ment. Besides the above, the firm
had also inflated the expenses
under salaries etc. and claimed
large amounts of interest on depo-
sits in the names of fictitious
non-resident parties. The various
devices adopted were detected and
the assessees came forward with

settlement proposals....”

They then say about rents as fol-
lows:

“The rents for the residences
of the principals and their families
had been debited to the accounts
of the company, while in fact such
residences were' not being used
for purposes of the company’s
business, and there was no agree-
ment or providing such residences
at the cost of the assessee.”

So .there has beén a defect in the
managing agency system. Even in
this House, hardly one or two Mem-
bers had expressed any inclination to
have this system continued. Every-
body has admitted that it is a great
evil. The memorandum submitted by
the Government to the Committee
appointed to Report on the Company
Act recommended that this system of
managing agency should be done away
with because it is a stumbling block
to the economic progress of the coun-
try. After considering all aspects and
knowing that it is proving g great evil,
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Government have thought it fit to
amend it so as to curtail their powers,
but the system of managing agents is
maintained. We have got about 52
clauses from clause 307 onwards deal-
ing with the further curtailment of
these powers. If you look at these
clauses, you will see that we are giv-
ing one way or the other the real
power of grabbing the whole profit to
the companies. So far as I know,
‘managing agent’ means the person
who manages the affairs of the com-
pany for all practical purposes. He
provides capital where it is needed; he
provides raw materials where they
are needed; and he arrangeg to sell
the goods produced out of the enter-
prise. He gets a commission in eyery-
thing. Over purchases he gets a com-
mission; over sales he gets a commis-
sicn; and over and above all this he
gets a profit. There is a provision
incorporated in the Bill that a manag-
ing agent will not appoint himself as
a selling or purchasing agent within
the state in which the premises of the
company are situated. But it is a mat-
ter of common knowledge that the
majority of companies which have
their headquarters at Bombay or
Calcutta, have very negligible dealings
within those States. So, nothing can
stand in the way of their multiplying
their commissions. So their profit is
assured. The company of which they
are the managing agents, as was
pointed out by one of our friends,
must pay the minimum profit, provid-
ed for in clause 334, to the extent of
Rs. 50,000 A managing agent can
manage up to a minimum of 20 com-
panies. Even though all the companies
may be working on a loss, the manag-
ing agent will be assured of making
a profit of 10 lacs.

Not only can he make money one
way or the other, but by a resolution
of the company, he can be appointed
contractor of the company. He can be
contractor by the permission of the
shareholders. And how are these
meetings organised? The quorum for
such meetings is five. Invariably the
whole thing works on proxy. So long
as the proxy system remains, we can-
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not do away with this eviL The
petty shareholders do not get any
T. A. or D. A. for attending compaay
meetings. So, the proxy system
thrives. The managing agents, who
have all the paraphernalia at their
command, have a good number of
proxies in their pocket. So. three or
four o¢ them sit round table and deci-
de everything in their favour in the
name of the whole lot of shareholders.

The procedure for the removal of a
managing agent is somewhat compli-
cated. They can be removed only if
two directors requisition a meeting.
The shareholders are not given powers
of removal. They can be removed by
a resolution of directors alone. But
the majority of them will have inter-
est in the agency. So the managing
agency system has become a perma-
nent feature. The control which we
are trying to exercise will at the ut-
most be irksome to them; but they will
try to manipulate and escape all the
controls and have their own way. As
Dr. Pande was nightly pointing out
the other day—though 1 do not agree
with his economics—you have on the
one side an officer with wide powers
of disposal; on the other side you
have capitalist who knows by paying
money he can get a profit. Naturally
the capitalist will have his own way.
It is therefore. essential, that this con-
trol should be exercised by a statu-
tory body and not by an individual
officer. however efficient he might be.
But Governmen! has not agreed to
this. They have put one of their own
expert officers on this work,

There are two courses of dealing
with this matter. One is nationalisa-
tion. The hon. Minister of Commerce
and Industry has just now said that
the time for nationalisation has not
come. I partly agree with him. It has
been our common experience that not
only are our nationalised industries not
making any profits, but on the other
hand they are working at a loss. Every
day we hear on the floor of the House
that this corporation, or that corpo-
ration is not functioning well. We
all know the affairs of the Damodar
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Valley Corporation though full infor-
mation has not been placed before us.
One of the main reasons why our
nationalised industries are not work-
ing efficiently is that our whole ap-
proach is individualistic. Everybody
thinks in terms of profits and in terms
of return for himself. Our I.C.S. are

considered to be experts in all sub-

jects under the sun: they are expert
manufacturers, they are expert com-
mercial men, they are expert admi-
nistrators...... ”»

Shri S. S. More (Sholapur): Corrup-
tion too.

12 NooN.

Shri Sinhasan Singh: That word is
so commonplace that I de not wish to
repeat it.

For instance, in the Sindri Fertilizer
Factory, an I.C.S. officer who does pot
know even the A, B, C, of ammonium
sulphate manufacture was pPut as
Manager. That officer went on a
tour of foreign countries to acquire
expert knowledge in this line, But
as soon as he returned he was gent
to some shipping yard, with the result
@at all the knowledge that he acqu-
ired about manufacture of fertilizers
Was a waste, so fer ag thz country is
concerned. The other day I asked a
question in this very House as to who
is going to Japan for study in cottage
industries—whether he is a technical
man who is actually dealing in cot-
tage industries, or some officer. The
reply was that probably a man will go
whose services will be used by Goy-
ernment in promoting cottage indus-
tries. It means that an officer will go.

So the vital snag in the whole sys-
tem is that we are not thinking in
terms of the country: everybody is
thinking in termg of his own return,
or his own profit. Take for instance
the Railways. So long as the British
were here managing them. the Rafl-
ways: were earning profits. But after
we came to power we are hearing the
Railways are losing. So, unless we
have a set of people whp are experts
in business, who approach the subject
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with a nationalistic outlook, we can-
not improve our industries. When in-
dustry is nationalised, we find that
they are not working efficiently, or run
on commercial lines; if we leave it in
the handg of the private sector, we
immediately find that they are not
worked in the interest of the country.
In between the two the people sufler.

So, what are we to do in this pre-
dicament. In my opinion. as Acharya
Vinoba Bhave has said, the time has
come when industries should be run
on cottage industry basis There are
certain types of industries, which as
Gandhiji ang Vinoba Bhave have sald
can be run wholly on a cottage basis.
Take, for example textiles and sugar.
Even if all the textile and sugar mills
were tn be closed tomorrow, the coun-
try is not likely to go naked, or with-
out sugar. So, the time hag come for
Government to ponder over this mat-
ter carefully.

Acharya Vinoba Bhave has said that
land. air and water belong to God.
Now we have abolished landlordism
in all the provinces. But what about
Birlas and Tatas? The time hag come
for putting a ceiling on holdings of
land, and a feeling is growing that we
are not taking any positive step in
this direction. But the other day we
ncticed at a Party meeting that people
who are likely to be affected are
against the proposal of putting a ceil-
ing on land. They vehemently argue
that if we put a ceiling on land, we
should put a ceiling on money income’
also. Land belongs to all, said Acharya
Vinoba Bhave.

An hon. Member: So also money
belongs to all,

Shri Sinhasan Singh : That is why
Vinoba Bhave has launched on Bhoo-
dan, shramdan and dhan dan. At
Gorakhpur he said that God has sent
him lUke Arjun to be a Nimittartha, If
you do not divide, a time will come
when it will be divided by force. We
should think where we are heading to.
We want to divide the whole thing
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not by any revolution or force but by
the Gandhian way, gradually and
little by little.

Shri Natesam (Tiruvallur): On a
point of order, Sir, I do not know
how all this is relevant to the Compa-
nies Bill which we are now consider-
ing. Secondly, I think there is no
quorum in this House.

Several Hon, Members: There is
quorum.

Shri R. K. Chaudhuri (Gauhati): On
a point of order, Madam, he addersses
you as ‘Sir’. Is it in order?

Mr. Chairman: It is in order. But
is there quorum in the House?

Several Hon. Members: There is
quorum,

Mr. Chairman: Yes, there is
quorum.

Shri Sinhasan Singh: This is an
economic¢ problem and I am talking
about the economic problem of the
country. So I do not think my speech
is out of order or unconnected with
the Companies Bill. Cou are going
ahead with the Companies Bill. There
are a few problems like the nationali-
sation, non-nationalisation, private sec-
tor, public sector and so on. We have
a mixed economy. I ask whether the
time has come or not for settling the
problem whether we should go ahead
with this mixed economy or whether
we have to change the economy.

In this Bill, certain provisions are
made and people have suggested that
this managing agency and the direc-
tor system should be changed. If
you see these things. as I have already
said in my earlier remarks. the res-
trictions which are imposed can be
very easily avoided. One section says
that you cannot do this thing and the
other section says that you can do
this with the permission of the com-
pany. Thus, the whole thing can be
avoided. There is a provision regard-
ing the minimum remuneration. Why
should there be such a minimum? 1
hape at least the Select Committee
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would look into this provision under
section 334. It provides minimum
remuneration: in the case of no profits
or inadequate profits. This is a thing
which passes my comprehension. If
there ig no profit, why should the
managing agent who is responsible for
no profit, get a remuneration? It
something untoward happens, the
shareholders do not get anything.
But the managing agents earn money
in some way or other and it is ulti-
mately because of their mis-manage-
ment that there is no return or there
is no profit Even then he is assured
of a minimum profit to the extent of
Rs. 50,000. This provision. 1 believe,
did not probably get proper conside-
ration at the hands of the Ministry.
Such a thing lookg very absurd.
Notwithstanding anything contained
in section 333. section 334 says, if
in any financial year, a~company has
no profits or its profits are inadequate,
the company may pay to itg managing
agent. by way of minimum remunera-
tion. such sum not exceeding fifty
thousand rupees as it considers vea-
sonable. But what is the company?
It consists of five persons; all the five
persons sit together and may say: ‘we
have suffered losses’ without assigning
the reasons. The loss is due to whom?
But the managing agent gets his
share. I think this section doeg re-
quire re-consideration.

Similarly, section 329 says that 12§
per cent of the net profit might go to
the managing agent. It is not a very
small amount. It reads: ‘Save as
otherwise expressly provided im this
Act, a company shall not pay to its
managing agent, in respect of any
financial year beginning at or after
the commencement of this Act, by
way of remuneration, whether in res-
pect of his services as managing
agent or in any other capacity, any
sum in excess of twelve and a half
per cent of the net annual profits of
the company......... . 1 do not know
whether any other ‘capacity’ includes -
also the selling capacity and purchas-
ing capacity. I it does not imclude
these, then 12} per cent is a very high



6329 Companies Bill

[Shri Sinhasan Singh]
remuneration from any account®' The
bank rate of the Government is 3}
per cent; banks are advancing sums
at 5 per cent. or at the most 6 to 7 per
cent. But the managing agent gets
124 per cent and in making the com-
putation, remuneration payable to the
managing agent shall not be deducted.
He* is everywhere secure. This Bill
has been brought with the sole idea
of somehow or other controlling these
managing agents. If this ig control,
I do not know what will be decontrol.

In these things. I quite agree with
what Mr. Pande said. If you want to
retain them, let themm have more free-
dom; then it will be much better.
When they are assured of profit, they
will try to make more money by shar-
ing it with others because others will
get something. If they are left alone,
probably there may be some money
which will find its way to the share-
holders. If, as Mr. Pande pointed out
the other day, they are assured of
their income, then it ig not necessary
for them to be careful because they
are assured of their income and thus
the profits of the shareholders will
very much go down. That is why
I say that if we really intend to con-
trol the evils of the managing agency
system we should really do it; other-
wise we should do away with the
system itself. There cannot be a re-
medy to a bad system; if that is an
evil, let it not grow further by our
delay. We may revert to the system
of managing directors. The directors
are there and they will appoint one of
them as managing director. Let there
be rotating managing directors for
some time. There will be a compari-
son in the working and the profits
will be shared. But in the managing
agency system there is one family and
it goes on making profits over 20
factories and mnobody can touch the

. managing agency for 15 years,

In spite of saying all these things,
I would ke to say a word: the
Members here are just like ordinary
shareholders of this Parliament. The
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managing agency belongs to our hon.
Ministers. Whatever he says, it will
be carried We may express an
opinion against the Bill. The other
day there was a very good Resolution
brought forward by Shri S. N. Das. It
was approved by everybody. The
managing director did not like it and
it was tabooed. The voiceg of the
shareholders became useless. Simi-
larly, we have all expressed—all the
shareholders of the Parliament—our
view but the managing director will
have his own way with the help of the
party whip and the Bill will be passed
without any amendment. Similar is
the fate of share-holders in the cont-
rol of the managing agency of the
company.

I want, lastly, to aquote a couplet
from a poet which shows how people
are made to think about capitalists.
He says:

“The thought I think, I think
is not my thought,

“But the thought of one who
thought 1 ought to think  his
thought.”

Shri Bansal: What is your thought?

Shri Sinbasan Simgh: To do away
with thie.

Mr. Chairman: Before I call upon
another speaker, this morning a point
of order has been raised by the hon.
Member Shri Trivedi and I would like
to request the hon. the Law Minister
to enlighten the House on this matter.

Shri Biswas: Madam, I am grateful
to you for giving me this opportunity
of replying to the point of order
raised by my hon. friend Shri Trivedi
in the morning. The Speaker was
good enough. at my request, to grant
me gsome time to examine that point.
I have done so and I should like to
make a statement, because it will not
be possible for me to be in the House
on Monday. I shall be required in
the Council of States in connection
with the Special Marriage B:ll which
is under discussion there,
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The point was raised under article
117 (1) of the Constitution which
says—] am leaving out the unneces.
sary words—that “a Bill making pro-
vision for any of the matters specified
in sub-clause (a) to (f) of clause (1)
of article 110 shall not be introduced
or moved except on the recommenda-
tion of the President”. If you turn
to article 110 (1) you And there are
several sub-clauses, (a) to (f). The
question which my hon. friend raised
wasg one falling under sub-clause (a).
Sub-clause (a) is this— I read it with
the substantive portion of that article—
“For the purposes of this Chapter, a
Bill shall be deemed to be a Money
Bill if it contains only provisions
dealing with all or any of the follow-
ing matters, namely”, and these
matters are set out in sub-clauses (a)
to (f). Now, it is said that the pre-
sent Bill containg a provision referred
to in sub-clause (a). Sub-clause (a)
speaks of “the imposition, abolition,
remipgfion alteration or regulation of
any tax"”. The objection which was
raised by my hon, (friend was that
Schedule I, Table B which provides
for the imposition of certain fees
which uare set out there,  brings the
Bill within the mischief of sub-clause
(a), in other words that the fees
which are referred to in this Table
are in the nature of a tax, and there-
fore that the Bill is a Bill imposing a
tax and is accordingly hit by clause
(1) of article 117.

My answer to thig objection is this.
In the first place it is not g tax, it is a
fee. If you refer to clause (2) of
article 117 it contains a saving clause.
It says, “A Bill or amendment shall
not be deemed to make provision for
any of the matters aforesaid” (that is,
any of the matters referred to in
clause (1) ) “by reason only that it
provides for the imposition of fines or
other pecuniary penalties, or for the
demand or payment of fees for
licenceg or fees for services rendered”,
and I need not read the rest of the
clause which is not relevant here. My
submission is that the fees which you
find in Table B of Schedule I of the

153 LSD.
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Bill come within the category of “fees
for services rendered”.

Shri §. S, More: What services?

Shri Biswas: I shall explain. There-
fore, it I can satisfy you that the Bill
is a Bill providing for the imposition
of fees for services rendered, then
that will be a sufficient answer to the
point of order,

In the first place I have got to
establish that these are fees. They
have beepn described as fees in the
Table. But that description may not
be sufficient if in point of substance
they are not fees. I shall concede that
itisopentomytriendtoraiseangr—
gument on those lines. My submission
is,apartfromthefactthattheyare
described as fees, they are in pith and
substance fees as contemplated by
this saving clause, and fees for ser-
vices rendered.

The second point is also one on
which I have to satisfy the House.
First of all, if they are not fees, the
question whether they are fees for
services rendered becomes immaterial.

Now, this question as to what is
a fee. as distinguished from a tax,
camé under consideration before the
Supreme Court in two recent judg-
ments. One was delivered on the 16th
of March. and the other is dated the
18th of March. In both these cases
judgment was delivered by the
same learned Judge, Mr. Justice
Mukherjea, and he discussed this
question at great length. Several
points of distinction were urged at
the Bar. One point was made that
the element of compulsion would dis-
tinguish an imposition which was a
tax from an imposition which was a
fee. He did not accept that, the ele-
ment of compulsion is equally pre-
sent whether the imposition is a fee
or a tax. But there are other consi-
derations also which are -relevant in
this ccaonection. I believe, this being
a new point which has been brought
before the House, I might just as
well, with your leave, read the rele-
vant portions of this judgement:

“We may start by saying that
although there is no generic
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difference between a tax and a
fee and in fact that are only
different forms in which the tax-
ing power of a State manifests
itself, our Constitution has, in
fact, made a distinction between
a tax and a fee for legislative
purposes. While there are various
entries in the three legislative
lists with regard to various forms
of taxation, there is an eantry at
the end of each one of these lists
as regards ‘fees’ which could be
levied in respect of every one of
the matters that are included
therein. This distinction is fur-
ther evidenced by the provisions
of the Constitution relating to
Money Bills which are embodied
in Articles 110 and 199" (the
latter being the State provision
corresponding to article 110).
“Both these Articles provide that
a Bill should not be deemed to be
a Money Bill by reason only that
it provides for the imposition of
fines or for the demand or pay-
ment of fees for licences or fees
for services rendered, whereas a
Bill relating to imposition, aboli-
tion er regulation of a tax would
always be reckoned as a Money
Bill. There is no doubt that a fee
resembles a tax in many respects
and the question which presents
difficulty is, what is the proper
test by which the one could be
distinguished from the other.

“A tax is undoubtedly in the
nature of a compulsory exaction’
of money by a public autherity
for public purposes, the payment
of which is enforced by law. But,
the other and equally impeortant
characteristic of a tax is, that the
imposition is made for public pur-
pose to meet the general expenses
of the ‘State without reference to
any special advantage to be con-
ferred upon the payers of the tax.”

I shall call special attention to this
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“But the other and equally im-
portant characteristic of a tax is,
that the imposition is made for
public purposes to meet the gene-
ral expenses of the State without
reference to any special advantage
to be conferred upon the payers
of the tax.”

Then, the judgment proceeds:

“It follows, therefore, that al-
though a tax may be levied upon
particular classes of persons or
particular kinds of property, it is
imposed not to confer any special
benefit upon individual persons
and the collections are all merged
in the general revenue of the
State to be applied for general
public purposes. Tax is a common
burden and the only return which
the tax-payer gets is participation
in the common benefits of the
States. Fees, on the other hand,
are payments primarily in the
public interest, but for some spe-
cial service rendered or some
special work done for the benefit
of those from whom the payments
are demanded Thus in fees towre
is always an element of quid pro
quo which is absent in a tax. It
may not be possible to prove in
every case that the fees that are
collected by the Government ap-
proximate to the expenses that
are incurred by it in rendering
any particular kind of services or
in performing any particular
wark for the benefit of
certain  individuals. But, in
by the Government can rank as
fees, there must be co-relation bet-
ween the levy imposed and the ex-
penses incurred by the State for
the purpose of rendering such
services. This can be proved by
showing that on the face of the
legislative provision itselt, the col-
lections are not merged in the
general revenue but are set apart
and appropriated for rendering

sentence because its relevancy will be
observed when I read the rest of the
judgment.

these services. Thus two elements
are esgential in order that a pay-
ment may be regarded as a fae.
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In the first place it must be levied
in consideration of certain servi-
ces which the individuals accept-
ed either willingly or unwillingly
and in the second place, the amo-
unt collected must be earmarked
to meet the expenses of rendering
these services and must not go to
the general revenue of the State
to be spent for general public pur-
poses. As has been pointed out in
the Madras case mentioned above,
too much stress should not be laid
an the presence or absence of what
has been called the ‘coercive’ ele-
ment. It is not correct to say that
as distinguished from taxation
which is compulsory payment, the
payment of fees is always volunta-
ry, it being a matter of choice with
individuals either to accept the
service or not for which fees are
to be paid. ....and so on.”

Then, he judgment goes on to
illustrate. I need not read further.
The point, which I make in this
present context, is this. Here are fees.
If you look at the Table, the fees set
out there are for the registration o¢ a
company. The fees vary according to
the value of the nominal share capital.
Ir it is Rs. 20,000 or below, the fee is
Rs. 40/-. If it is more, the fee is
higher and so on. In a graduated
scale, all that is set out. Incidentally,
I might say,—I believe I am correct
in saying this—that these are really
the existing scales of fees whick we
find in the present company law. One
or two of my learned friends told me
that there are some extra items. May
be. This, as you know, is a consoli-
dating Bill. Practically, it reproduces.
except in certain important respects,
the existing provisions which you find
in the present Companies Act. You
see that the fees here are the fees for
the registration of companies cf
specified share capital. As the judg-
ment says the use of the word ‘fees’
includes the idea of service. Fees are
impositions which are made for the
rendering cf services according to this
judgment. However, I say that that
is implied in the word ‘fees’ as defined
by the learned judges. But, apart
from that, the specific services which
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are contemplated are seryices repre-
sented by registration.

Sbri 8. 8. More: May I ask one
question? Iy the registration fees is for
service rendered to the person by the
Government, would the quantum of
service change with the ad valomem
value of the share capital?

Shri Biswas: As a matter of fact, as
the learned judges pointed out, it is
not always possible to approximate the
service to the amount of the fees.
Actually I read that portion. It is this.
I will read it ance again.

“Thus in fees  there is always an
element of quid pro quo which is
absent in a tax. It may not be
possible to prove in every case that
the fees that are collected by the
Government approximate to the
expenses that are incurred by it in

services,......... and so on.”

Shri Raghuramaiah (Tenali): On a
point of information, it arises out of the
point raised by Shri S. S. More. Of
course, the Supreme Court judgment
says that there may be some diffe-
rence between the actual value of the
service rendered and the amount
levied by way of fees and that is not
always possible to approximate the
two. I can appreciate that. But,
where for identical services rendered,
in one case you levy Rs. 40 and in
another case Rs. 400/-. In fact, if the
chair will kindly permit me, to point
out, under item II in Table B, for the
registration of a company whose
number of members as stated in the
articles of association does not exceed
20, the fee is Rs. 40/-. For the registra-
tion of an unlimited cempany, the fee
is Rs. 400. Surely. the service ren-
dered in respect of a company of 20
persons iIs not any less than the service
rendered in respect of an unlimited
company. You have got this position.
While Rs. 40/- may be explained in the
light of the Supreme Court judgment
that it is difficult to approximate the
value of the service to the quantum of
fee, I would like to know how the
I.aw Minister is going to defend the
imposition of Rs. 400/- in the case of
an unlimited company, on the ground
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of the Supreme Court judgement,
whether the disparity will not further
ilustrate the point that it is not really
and entirely a fee levied for service
rendered, but something in the nature
of a tax in so far as it is over and
above Rs. 40/-. The rest of it goes to
the general revenue and not at all to
the service rendered.

Shri S. S. More: I do not want to
interrupt frequently. I would rather
bring one definition to the notice of the
Law Minister. He should take this
also into consideraticn when replying.
He drew a distinction between a tax
and a fee. I would bring to his notice
the definition of “taxation” given in
article 366, which has reference to
article 110 sub-clause 1(a). The defi-
nition is:

“ “Taxation’ includes the imposi-
tion of any tax or impost, whether
general or local or special, and
‘tax’ shall be construed accord-
ingly;” -

Fees, even though they may be
described as fees, they may partake of
the nature of an impost. If they are
imposts without any reference to the
quantum of service rendered, they be-
come imposts under this particular
clause of the definition and would
come under the bar imposed by articles
110 and 117.

Shri Biswas: I shall first answer the
point raised by Shri Raghuramaiah.
He is mistaken in thinking that there
must be a uniform rate in order that the
imposition may be regarded as a fee
and not as a tax.

Shri 8. 8. More: But, the service is
uniform,

Shri Biswas: The question he has
raijsed may be one of propriety. It
may not be right to say that in one
case he should pay Rs.40 and in an-
other case he should pay Rs. 60 al-
though the services rendered are of a
similar kind, although the officer who
registers a company will have to per-
form the same kind of work in order
to register it.

Shri U, M. Trivedi: On gz point of
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information. Is it the contention of
the hon. Law Minister....

Shri Biswas: You have not heard
my contention yet.

Shri U. M. Trivedi: That registration
is itsely a service rendered?

Shri 8. V. Ramaswam\y (Salem): It
is.

Mr. Chairman: The Law Minister
will not be available on Monday. So
let him finish all he has to say, and
probably at the end a question may
be put and he can answer.

Shri Biswas: The point is this. I
and a few friends of mine want to pro-
mote a company. We seek to have a
certain benefit.

Shri S. S, More: What benefit?

Shri Biswas: We are interested in
starting g company. In order that we
may acquire the necessary authority
to start that company, we are required
to comply with certain formalities. and
we have got to have the company
registered. Unless that is done, we
do not acquire the right to float a
company. For that purpose, I have
to pay a fee. That is, in order that I
may get that benefit, in order that the
Registrar may render me a very im-
portant service in so far as enables
me to acquire that benefit, well, 1

Shri 8. 8. More: Is it a licence then?
Is it a licensing fee?

Shri Biswas: As a matter of fact.
you will find the Constitution itself
has referred to fees or licences and
then in general terms it says “all fees
for services rendered”. Licences are
there because licences are granted in
the ordinary way, but in order not
to leave out any possible case, sui
generis, they use these words “ser-
vices rendered”. The grant of a
licence is also within the words
“services rendered”. As g matter of
fact, it is a very important service.
1 cannot start a company unless the
company, is registered. and therefore,
an important service is rendered to me
and to my friends when I apply for
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the registration of the company. 1
submit there can be no doubt that that
is a very valuable, very‘ impcrtant
service for which this fee is levied.

And then again, as to the varying
rates, the point is this. All these fees,
whatever the rates at which they are
collected, go into a common pool and
then the fund which accumulates there
is kept to be distributed in order to
meet the expenses of the Registration
Department.

Shri S. 8. More: Where is that pro-
vision?

Shri Biswas: It is not necessary that
in every case the ameunt charged must
represent the actual amount of expen-
ses attributable to that particular
transacticn. That is not the way
we should look at the matter. We have
got to maintain the Registration De-
partment for the purpose of rendering
this service to individuals who ask for
this service. For that purpose we may
have to maintain a number of offices.
Now, you collect fees at different
rates. These fees are brought toge-
ther and then the amount is distri-
buted amongst the various offices, es-
tablishments and so on. So, there is
justification for levying the fee at
different rates. If you are to charge
Rs. 500 in each case. that might be
doing an injustice to companies with
a small share capital. It is for that
purpose Government have made a
differentiation in the rates of fees
which are to be charged. These differ-
ing rates are due to the different
values of the share capital of the com-
panies concerned. But, as I said, that
question is not relevant for our pre-
sent purposes. It maybe a question
of propriety. There may be an amend-
ment that the rates should be revised,
there should be one uniform rate appli-
cable to all companies. The questicn
is whether this imposition by its
nature fulfils the deflnition of 5 fee or
it is to be regarded as a tax. Taxes
also are for varying amounts. If you
own a hundred acres of land. you pay
a certain amount as land revenue and
at a certain rate. 1f it is a larger area
or a smaller area, the rate may difter.
The rate in Madrgs may differ from
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the rate in Bombay or in any other
State, and so on. The differences will
be there, but that does not affect the
question, the basic question: What is
the nature of the imposition? Is it a
tax or is it a fee? Therefore, this
ouestion of the rates varying will not
at all make any difference. Therefore,
I submit that the idea of requital for
services rendered is implied in the~
word “fee”. Here there can be no
question that specific services are pro-
vided for for which the fee is being
charged. So, the fee is for services
rendered. and if it is so, then it comes
within the saving clause and is not hit
by the point of order which has been
raised.

Shri Raghuramaiah: Will the Law
Minister kindly explain one small
doubt? He has said although the
quantum may vary, all this goes into
a common pool for the maintenance of
these various officess May I know
whether there is any provision in the

Shri Biswas: I did not say that it
did go. I say for the sake of argu-
ment it might go into a common pool
and then it might be distributed. I
do know what the procedure is. I am
not in charge of the Registration De-
partment, and I do not know what ac-
tually happens, but I say for the pur-
pose of argument that merely because
the fees are at different rates. it does
ot mean that they cannot be com-
pendiously regarded as fees. In every
one of these cases the imposition may
not be the same. That is what I was
going to point out. And I say you can
imagine that all the fees raised in this
way go into a common pool and frcm
there distribution is made. So, I was
fllustrating my argument in that way,
but I am not vouching it for a fact
that these are collected and vut into
one fund and then distributed.

Shri 8. 8. Mere: May I know from
the hon, Finance Minister whether the
reccveries made by way of levying this
fee form part of the Consolidated
Fund or whether they will be kept
separately ear-marked for a particular
purpoee? .
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1)
Shri C. D. Deshmukh: No.

It will form part of the Consolidated
Fund.

Shri S. V. Ramaswamy: May [ say...

Mr. Chairman: The hon. Member is
not in his seat. I will nct allow him.

Shri Biswas: it will go into the Con-
solidated Fund. There is no other
account into which the money may go.
The impositions are normal impcsi-
tions. There is no doubt about it. It
is not ‘revenue’, It does nct mergein
the general revenue. It may form
part of the Consolidated Fund. That
does not mean that it merges in the
general revenue, merely because it
goes into the Comsolidated Fund. It
must also come out of the Consolidated
Fund under the provisions cf the Ap-
propriation Bill. That makes no diff-
erence. But that is not the point which
has been raised. The point of crder
has not been raised under clause (3)
of article 117. That would have been
different. 1 am only answering a
point of order which has been raised
under article 117(1).

Shri 8. 8. More: May I know fur-
ther whether the Consoliated Fund and
the general revenue are separate pools
distinct from one another?

Shri Biswas: The test laid down by
the Supreme Court is this—whether
the impcsition is there or not for a
specific purpose. That test is fully
satisfied in this case. It is for a spe-
cific purpose, and this money is being
collected from specific parties, if may
be one individual, it may be a group
of individuals. It is nct something
which forms part of the commop bur-
den which rests on every citizen by
virtue of the fact that he is a subject
under the Government. That is the
distinguishing feature. That is what
distinguishes a tax from a fee acccrd-
ing to the Supreme Court’s judgment.

Shri Raghuramaiah: Since the Law
Minister will not be here on Monday,
1 would request him to clarify another
point arising out of what I have said
already. The whole point made out by
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the Law Minister is that whatever mo-
ney is collected. whether it is Rs. 40 in
one case or Rs. 100 in another case, the
whole of it, without any distinction,
will be used for purposes of registra-
tion, services rendered etc., and that
it will not fcrm part of the general
revenue. Now, it seems to me rather
anomalous. When you collect from
the variéus ccmpanies, you do not put
it admittedly in a separate fund. It
goes to the total revenues by whatever
name you call it, and out of it authori-~
sed apprcpriations are made. If that
is so, there is no question of utilising
the amount raised from the various
companies fcr the purpose of render-
ing service to these companies. Itcan
be utilized for anything else under
general appropriation. The hon. Min-
ister may be gocd enough to explain
this point.

Shri T. T. Krisimamachari: The hon.
Member, it he looks into the Demand
for Grants, will find that in all the
demands, there is a column showing
the revenue received by way of fees
for services rendered. It shows the
expenses on that particular demand.
Whether the demand is reduced or not
is purely an orthcdox or budgetary
device, but it is shown against that
particular appropriation——that a sum
is received by way of fees, it also
goes to the diminuticn of the total
amount allocated for that particular
department. That is a budgetary de-
vice that my hon. friend must be fami-
liar with.

Shri U. M. Trivedi: The hon. Law
Minister has elucidated the point, but
we feel still that he has nct tried to
convince us in the least. We know
this is a tax or a fee. His difficultyis

this. He has unnecessarily confused
himself.
Mr. Chairman: May 1 ascertain

from the Law Minister what he has got
to say?

Shri Biswas: I thought I had said all
that needs tc be sald. If my hon.
frilends start raising questions. of
course, I shal] answer,
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Mr. Chairman: Has the Law Minis-
ter finished what he has got to say?

Shri Biswas: I have nothing more to
say. I have explained my point.

Shri U. M. Trivedi: The hon. Law
Minister was......

Shri 8. V. Ramaswamy: There are
two or three points which I would
like to add to what the Law Minister
has said. He has not answered all the
points that have been raised. In con-
tinuation of what the Law Minister
said, I have two other points.

Mr. Chalrman: Shri U. M. Trivedi
is in possession of the House. Let
him first finish, and then Shri S. V.
Ramaswamy may raise his points.

Shri U. M. Trivedi: The hon. Law
Minister was perfectly right, and it
appeared to me that he was going to
admit that this was clearly a tax and
not a fee when he read out a certain
portion from the judgements of the
Supreme Court. The fundamental
principle that has been enunciated in
all these four judgments of the Sup-
reme Court is that in regard to the
question of fee, there must always be
this principle of quid pro quo. This
principle must be followed. Here, that
principle is absent, We render abso-
lutely no services to the benefit of the
person who gets himself registered.
We render no services to the benefit
of the company which gets itsely reg-
istered. It is only when we render
that service to the ccmpany whom we
ask, that it should get itself registered,
that we can fulfii that fundamental
principle of quid pro quo. If that is
not there, then the hon. Law Minister
is not correct in suggesting that this is
merely a question cf fee. It clearly
falls within the purview of a tax if
we apply that little fundamental prin-
ciple which has been laid down in
those four cases by the Supreme Court,
It the hon. Law Minister had gone a
little further, he would have been sur-
prised tc find that clause 571 of this
Bill very clearly lays down that all
fees, charges, etc, paid to the Regis-
trar and other offices “shall be acco-
unted for {0 the Central Government.”
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That is to say, everything will gc into
the coffers of the Consolidated Fund.
This will form the Consolidated Fund.
Perhaps the hon. Law Minister might
have agreed to it but he wanted to get
out of that position after having rea-
lized it

Shri Biswas: I had stated before that
it will go into the Consolidated Fund.
It makes no difference in the argu-
ments.

Shri U. M. Trivedi: The whole diffi-
culty was that he wanted to stick like a
lawyer to this position. Now that this
question en of Consolidated Fund has
been raised the Law Minister conten-
ded “your cbjection relates ooly to
article 119 (38), and as that objection
was not raised on this principle of arti-
cle 117 (3), therefore the objection
which was raised must {fail.” These
are twc confusing thoughts. The
only proposition before us is this:
whether or not it is a Money Bill. If
it is a money BRBill, ycu require a
certificate. The best thing for the hon.
Law Minister would have been to come
forward and say. “All right; a mis-
take has been committed.”

Shri Biswas: It is not a Money Bill
Exoept yourself, nabody will say it is &
Money Bill.

Shri U. M. Trivedi: The difficulty is
this. The hon. Law Minister wants to
get out cf the difficulty which he him-
self has hrought to Lght, when he rea-
lidated Fund. Article 117(3) does hit it.
But because the objection has not
been raised on that ground, the reply
of the hon. Minister should stand.
That ought pot to have been the atti-
tude so far as the Money Bill is con-
cerned.

Shri Biswas: On a point of explana-
tion. I merely stated as a fact that a
paint of order had not been raised
under article 117(3). That is all. But
apart from that, even befcre saying
that I had admitted that the money
would go into the Consolidated Fund
and would also be coming out of the
Consolidated Fund. But that would
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not make any difference to the line of
argument on the question raised.

Stri T. T. Krishnamachari: The only
submission that I want to make is this.
The insistence of the relationship bet-
ween any money that goes into the
Consolidated Fund and a tax is, I am
afraid, erroneous, for this reason: that
nc money collected by the Government
of Indiag from whatever source, for
whatever purpose, can be deposited
anywhere else except in the Consoli-
dated Fund. If it happens that we levy
a fee, even if it is to be appropriated
under a separate fund for the purpose
of expenditure—under a particular
head—even then, it has to go into the
Consolidated Fund. For instance, take
the Khadi and Handloom Fund. It is
collected as a separate amount of
money,— three pies on every yard of
cloth sold. That goes into the Consoii-
dated Fund and it comes back again,
as a part of the expenditure on the
Ministry of Commerce and Industry,
and swells it up. Even though the mo-
ney is paid directly by the Accountant-
General to the particular body, the
Handloom Board, and to the States,
far the purpose of expenditure, the
Commerce and Industry Ministry
handles-that money. But it ig general-
against the expenditure of the Ministry.

. So, even if it is a fee—we do main-
tain that it is a fee—it cannot but go
jnto the Consolidated Fund. So, the
that all money goes into the Consoli-
dated Fund does not alter the charac-
ter of the paticular levy, whether it
is a fee or a cess.

Shri C. D. Deshmukh: I would like
tc ask a couple of questions of the
hon. Member from Chittor. One is:
does he claim that the objection holds
because this is a mcney Bill?

Shri U. M. Trivedi: Yes.

Shri C. D, Deshmukh: The second is:
does he base any argument on the
future disposal c¢f any income that
may be derived from fees, because this
income has not yet come in? It is only
when the Bill is passed that the fee
‘Wwill come in. Dces he say that the

1 MAY 1954

Companies Bill 6346

Constitution does not make any pro-
vision fcr inclusion of an amount like
‘fee’ in the Consolidated Fund, and
that therefore it cannot be a ‘fee’?

Shri U. M. Trivedi: No, that 1s not
my contention. My contention was
only this much. It was only in reply
to the argument of the hon. Law Min-
ister that because I had not raised the
objection abcut the question of this
going into the Consolidated Fund,
therefore, my preliminary objection
which I had raised about this being
treated as a Money Bill and the ques-
tion of the fees being treated as tax
should not hold good. I was only re-
plying to that proposition of his, not
that I myself say that this is a ques-
tion of the Consolidated Fund being
affected.

I do not know how far the hon.
Commerce Minister is correct in his
suggestion that all the mcney that is
collected by the Government goes into
the Consolidated Fund. I do nct know
whether the salt cess which is being
collected goes into the Consolidated
Fund; I do not know whether the
other cesses that are being collected,
the coffee cess and the tea cess, go
into the Consolidated Fund.

Shri T. T. Krishnamachari: Every-
thing goes intc the Consolidated Fund.

Shri U. M. Trivedi: One of the crite-
ria that was applied very recently by
the Supreme Court was this. If a fee
is kept apart and appropriation from
that is made for services rendered for
the particular purpcse for which this
collection is made, thep that fund does
not come into the Consolidated Fund
cf India and, therefore, it cannot be
ireated as revenue or tax and it should
be treated merely as a fee. This was
also one of the conditions that were
locked into for deciding whether or
not g particular imposition was a tax
or a fee. In this particular instance,
my submission is that the fee under
the Table B in Schedule I, to obtain
registraticn, is Ataxation though its
name {s fee. There is no charm in
its being called fee. Because the word
‘fee’ has been used, it does not mean
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that it should not be treated as a tax.
In this particular instance, registration
itself is nc benefit or service being
rendered to anybody. That is one
point.

Shri A, M. Thomas: You acquire a
particular status.

Shri U. M. Trivedi: There is no ques-
tion cg rendering service; there is no
quid pro quo. You ask him to register
and he gets registered; he derives no
benefit thereby nor do ycu confer any
Dbenefit. That is a principle which
must be looked into. You go to the
income-tax office and pay money; he
gives you a receipt and that does not
mean that he renders a certain service.
In this particular instance, you go to
the Registrar’s office and pay Rs. 40,
or if your capital is more you pay
Rs. 100, or if it is still more or the
company is an unlimited company you
pay Rs. 400. But that is rendering
absolutely no service. That quid pro
quo is not there.

Shri Altekar: On a point cf infor-
mation. Does not a Registrar who
registers a sale deed or a mortgage
deed render any service?

Shri U. M. Trivedi: No, he dces not;
it is not considered like that. It has
no quid pro quo. It is only on this
principle it has tc be found whether

Shri Biswas: I say both the points
of view have been expressed. The
Chair is there to give his judgment.

Shri U. M. Trivedi: I want to main-
tain still that this becomes a questicn
of taxation by virtue of the fact that
ultimately the moneys will go into the
Consolidated Fund and moneys will be
got back from the Consolidated Fund.
That question only arises by virtue of
article 117(3).

“A Bill which, it enacted and
brought into operation, would in-
volve expenditure from the Con-
solidated Fund of India shall not
be passed by either House of Par-
liament unless the President has

133 LSD.
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recommended to that House the
consideration of the BilL”

So, under 117(8), if this Bill is enact-
ed and, as ali the three Cabinet Minis-
ters present here have accepted the
proposition that the funds that will be
collected from the registration fees
would gc into the Consolidated Fund
of India and it will naturally involve
expenditure from the Consolidated
Fund, I submit that on this ground
also this becomes a Money Bill and we
cannot proceed with the consideration
therecf without a certificate being
appended to it by the President.

Shri 8. V. Ramaswamy: My first
point would be to add by way aof
support to what the hcn. Law Minister
has said and that would be in reply to
the point raised by my hon. friend
Mr. Raghuramaiah,

Shri Raghuramaiah: Then | will
have an opportunity to reply.

Shri S. V. Ramaswamy: The questicn
has been raised whether it would not
be a tax if the amount collected is out
of ‘proportion to the services rendered.
With your permission, I wculd read a
passage from Basu’'s book with refer-
ence to that.

“A fee becomes indistinguish-
able from a tax when jt is levied
at a rate higher than the cost of
providing the services. Thus, in
India, Court-fees are levied not
only by way of realising the cost,
of providing administration of
Justice but also of taxing the liti-
gants, acccrding to the value of
the subject-matter involved. But
even then, the purpose for which
the import is levied should be the
principal criterion for distinguish-
ing the one frcm the other:”

Proceeding further he observes—he
is quoting from a judgment:

“Taxes are primarily imposed for
revenue purposes, whereas fees
are levied either for administra-
tive purposes, such as meeting the.
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expenditure incurred in carrying
into effect any statute, or for bene-
fits conferred cn the persons from
whom the money is realised. If
the amount of fees levied is dis-
propcrtionate to the cost of admi-
nistering a statute, the taxing ele-
ment predominates and such {fees
may become tax. The fee may be
realised in the form of a specified
amcunt for the granting of a licen-
ce (i the statute authorises the
issue of a licence for administer-
ing the same) or else it may be in
the form cf a certain percentage
-of the income of those perscns
whom the statute purports to con-
trol. But so long as the purpose
cr object is not to raise money for
revenue purposes, a fee cannot
become a ‘tax’ or an ‘income-tax’
merely because it is assessed at a
percentage cf the income. Where
the imposition is in respect of the
benefit taken by the person who
is required to make the contribu-
tion or elsewhere the imposition
is for the service rendered by the
authcrities under an Act and for
the execution of that Act (and
such contributions are not credited
into the general revenues) they are
not classified as taxes.”

Madam, in the course of their judg-
ment referred to by the hon. Law
Minister their Lcrdships of the Sup-
reme Court have given certain exam-
ples of what is a tax and what is a
fee. For instance, if it is registration
of a document they say it is a fee be-
cause in addition to the general pur-
pcses there is a specific purpose, that
is where the person who seeks regis-
tration wants a legal status, it is a
benefit accruing to him and heiscal-
led upon to pay a fee and not a
tax. Similarly, supposing it is a mar-
riage tax, supposing I want to get
married to my wife and get a legal
status—the general public may not
have any benefit whether I get mar-
ried or not, but to me it is a benefit
and unless I pay that fee I cannot get
that status.........
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Skri Raghuramaiah: On a point of
information; can- an hon. Member
marry his own wife?

Shri Algu Rai Shastri (Azamgarh.
Distt.—East cum Ballia Distt.—West):
Whom else could he marry?

Shri S, V. Ramaswamy: I will com-
plete the answer. We must lock to-
the purpose for which it is levied; the
purpose must be clear. The Table B
shows that it is a table of fees to be
given to the Registrar for the purpose
of registration. Nobody compels you
to go to the Registrar and have the:
company registered. It is for your
own benefit that you go and get your
ccmpany registered so that you may
run the company. Unless you get it
registered through the instrumentality
of the Registration Department the
company does not ccme into being.
You cannot get the benefit. You want
the benefit and therefore you must pay
fcr it. In that sense, it is a fee and
not a tax.

Shri S. S. More: 1 am not able to
follow the very learned arguments of
the hon. Member.

Shnn 8. V. Ramaswamy: I cannot
help you

Shri S. S. More: Is he contending
that the licence fee is fee for render-
ing service?

Shri S. V., Ramaswamy: Yes, it is by
way of service. Whoever asked you
to have yourself registered? -You take
a memorandum of articles of associa-
tion with you and seek registration.
Ycu want to have a legal status, the
statugs of a corporation and you must
pay for the services of the Registration
Department for that service. It is a
benefit. If you want to have legal
not a tax. Nobody asks ycu to float
a company, but yecu do it for your own
benefit. If you want to have a legal
status for the corporation, then ycu
will ‘have to pay a fee, and it is for
that purpose that this fee is levied
and it is nct a tax,
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The second point is about the langu-
age of article 110(1), which says: “For
the purposes of this Chapter, a Bill
shall be deemed tc be a Money Bill if
it contains only provisions dealing
with all or any of the following mat-
The emphasis is on the

word ‘only’, that it, it should ccntain
all or any of the provisicns in clauses
(a) to (g) without any cther extra-
neous matter. This is a safeguard for
the Upper House against the abuse cf
the provisions. by the Lower House by
treating crdinary Bills as Money Bills
by adding to them some financial
clause.

~

y clause 571 of the Bill deals
with Mthe financial matter and all other
clausesy deal with various cther things
as forrnation of the company, prcmo-
tion, rprcspectus, form of application.
Boar¢i of Directors, so cn and so
fortka. The pcrtion dealing with fees
is -clause 571 and this is g solitary
clatise out of 612 clauses. Because
therep are cther provisions dealing
with w(her‘ matters, extraneous to
merely financial, I submit that this
ée treated, under article 110(1),
Bill, because 611 clauses of

is this. The preamble to
the Bill stytes “to consolidate and
amend the Mhaw relating to companies
and certain . other associations”. This
is not a new statute and we are not
imposing any-thing new, because I can
show that Tiable B is an exact repro-
ducticn of YTable B from the 1913 Act.
It is not ;a new imposition; it is an
amending and consolidation Bill. There-
fore, I submit that if you ccmpare
word. for word with Table B of the
1913 Act......

Shri V. P. Nayar
What about chairs?

(Chirayinkil):

Shri S. V. Ramaswamy: It is an
exact reproducticn. Table B in the
Act of 1913 has reference to section
249(1) and item Neo. 1, ie. for regis-
tration of a ccmpany, the fee is Rs. 40,
and the identical thing is provided for
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here and similarly all other jfems are
the same in both, and there is nothing
new. To sum up: This is nct a tax
but a fee. Secondly, the word ‘oOnly’
takes this Bill out of the purview of
article 110(1), because there are cther
extraneous mattérs not merely finan-
cial. Thirdly, this is a consolidating
measure, and what is enacted in Table
B is only a reproduction of the 1913
Act, and so, the point of order raised
by the cther side is untenable, and the
Chairman may give the ruling accord-
ingly.

Shri Raghuramaijah: I am very
sorry to say that Mr. Ramaswamy, al-
though he stated he was supporting
the Law Minister, has detracted from
him and he has confused the whole
issue now. He has raised three pcints,
most atrocious points, of Law.........

Shri S. V. Ramaswamy: I take excep-
tion to the wcrds ‘atrocious’ used
against me by the hon. Member.

.Shri Raghuramaiah: My friend is
always sweet, but the points he -has
rajsed are atrocious. He stated that
this is not a new tax. Probably he
fcrgets that whatever might have been
copied from the old Act, there is a
provision for the repeal of the old
Act., Fcr all practical purposes, it
becomes a new Act, and, therefore, a-
new levy, and the procedure in res-
pect of new taxation applies to this
also. This is, of ccurse, very elemen-
tary, which my friend will appreciate
at leisure.

The other thing is that this is a con-
solidating measure. I would beg of
him to read article 117 of the Consti-
tution. There is no word ‘only’ there.
If any Act, never mind it may have a
hundred and more provisions, has one
prcvision which comes under one of
the sub-clauses of article 110(1), then
it becomes a Money Bill for purposes
of recommendation by the President.
Mr. Ramaswamy stated that there is
no element of compulsion, and prob-
ably he meant to say that in every
case where you ask for a licence and
you are charged a fee, there 1s né
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[Shri Raghuramaiah]

compulsion, whereas a tax is compul-
sory. Instead of wusing the word
‘atrocious’, I would use for the pre-
sent argument the word ‘extraordi-
nary’ because that means that when-
ever you do not want to call a tax, a
tax, you have simply to impose it in
the nome of a licence and irrespective
of the quantum of the services ren-

Shri 8. V. Ramaswamy:
plain it myself.

I will ex-

Shri Raghuramaiah: I have under-
stood him all right. The hon, Member
has wasted fifteen minutes.

Shri Thanu Pillai (Tirunelveli): Can
an hon. Member cast an aspersion on
another hon. Member by saying that
he has wasted fifteen minutes?

Shri Raghuramaiah: I meant that
he wasted fifteen minutes of my time.

Shri Bhagwat Jha Azad (Purneacum
Santal Parganas): And also the time
of the House.

Shri Biswas: I hope no new points
of order are raised.

Shri Raghuramaiah: The point is that
this is really a thing which cannot be
accepted in any court of law, namely,
that wherever it is only left to the
option of a man, it is not a tax, but
it is only a fee. It is well established
in law that a licensing fee must be
commensurate and reascnable with the
services rendered. If the services cost
about Rs, 10, there may be, say, a
margin of Rs. 50, but to levy a fee of
Rs. 500 where the services cost only
Rs. 10 is not a fee, but it becomes a
tax. As I have said, in this particular
case, in one case where the member-
ship is limited to 20, a fee of Rs. 40
is levied; and in another oase. where
the membership is unlimited, a charge
of Rs. 400 is levied. We cannot say
that the services rendered in respect
of one are greater than the services
rendered in respect of the ather. The
hon. Law Minister stated tha: it is a
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question og consolidation even if we
charge Rs. 400 in cne case and Rs. 40
in the other. It is not a question of
individual allocation as though the
whole thing is utilised fcr the benefit
of the companies. Anything collected
by way of registration fee here goes
to the general revenues and thcse re-
venues can be used for khadi develop-
ment or for any other purpose.

Shri 8. V. Ramaswamy: I am raising
a point cg order. The hon. Member
is a member of the Select Committee,
and this being the case he is now
arguing against this Bill being com-
mitted to the Select Committee. Is
this permissible?

Shri Raghuramaiah: I am entitled
to raise a constitutional point, I am
not saying that the principle of the
Bill is wrong (Interruptions).

M. Chairman: He wants {0 have
some of his points clarified while the
Law Minister is here. (Interruptions).

Shri Raghuramaiah: The ruling is
that Mr. Ramaswamy must allow me
tc proceed. The point is that this is
really in the nature of a tax. If you
reduce and equate the fee, then it
may pass off as a fee, but as it is, it is
a tax. It is not g question of my try-
ing to ‘raise any obstacle cr trouble.

Mr. Chairman: I think the point of
order has been sufficiently and thoro-
ughly discussed. Some hcn. Members
have expressed their fear that since
the hon. Speaker is not in the House,
all these discussions may not serve
a useful purpose. No dcubt, I am a
layman and I do not claim also to be
able to dispose of the point of order.
So, I leave the matter to the hon.
Speaker so that he may give a deci-
sion in the matter after he gaes thro-
ugh the proceedings of the &'e\mtg
today.

" The House then adjourned till a
Quarter Past Eight of the Clock on
Monday, the 3rd May, 1954.
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