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Mr. Speaker: We are not concerned
with it.

COMPANIES BlLLr-Contd.

Mr. Speaker: The House will now 
proceed with the further consideration 
of the following motion moved byShri 
C. D. Deshmukh on the 28th April, 
1954, namely:

“That the Bill to consolidate and 
amend the law relating to comr 
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, auri Hari 
Vinayak Pataskar, Shri Chimanlal 
Chakubhai ^lah, Shri
Awadeshwar Prasad Sinha, Shri 
V. B. Gandhi, Shri Khandubhai 
Kasanji Desai, Shri Dev Kanta 
Borooah, Shri Shriman Narayan 
Agarwal, a r i  R. Venkataraman,

Shri Ghamandi Lai 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. 
ShaukathuUah l îah Ansari. Shri 
Tekur Subrahmanyam, Col B. H. 
Zaidi, Shri Mulchand Dube, Pandit. 
Munishwar Dutt Upadhyay, Shri* 
Radhelal Vyas, Shri Ajit Singhs 
Shri Kamal Kumar Basu, Shri 
C. R. Chowdary, Shri M. S. Guru-  ̂
padaswamy, Shri Amjad Ali, Shri 
N. C. Chatterjee, Shri Tulsidas 
Kilachanrf, Shri G. D: Somani, Shri 
Tridib Kumar Chaudhuri and Shrii
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 last 
day of the first week of the next 
session;

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

that this House recommends to* 
the Council that the Council do 
join in the Joint Committee tnd 
communicate' to tins 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 Sadhair GlipUi (Calcutta South­

East): The Finance Minister, when 
he was moving tfle motion for re­
ference of the Companies Bill to the 
Select Committee, had quoted from 
the Company Law Committee’s Re­
port to say that it was a Bill to hring 
organisatioir and capital and labour 
toge^er in a* certain relationship andl
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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 nairow 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 mr»re 
positive social objective, the objective 
<Df 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 industrial 
deve^m eiit

Some hon. Member, while speaking 
^ êsterday, stated that we on this side 
were against private enterprise. That 
is generally true, but that is not true 
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 0urs, where industry is 
not so greatly developed, where the 
working clasfies have not reached that 
pitch of efficiency in which th^r can 
manage the industries themselves, 
-where they have not reached that 
amount of technical efficiency and a 
sufficiently high level of orgtmisation, 
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 0UT attitude towards inivate 
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 ftiust 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 
Th*it is the cruT of the question 
according to us, and we are sorry to

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 
oî  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 also 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 ot 
some other enactment, and peiiiaps 
some other Legislature, but the Com­
panies Bill can certainly take a step 
to rid our country of the depletion 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 been 
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 its^  
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 
anawnia in the rest of the body econo­
mic is always a very unhealthy sign 
and has to be done away wittL

And then there is the problem that 
foreign capital controls the vita\ 
sectors of our economy. In industrif^ 
like petndeiun it controls 97 per cent.
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[Shri Sadhan Guptal .
In rubber manufacturing it controls 
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 ^ ic h  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 nalieluiah 
to the managing agency system had 
realised that it is this very institution 
which has been conducive to foreign 
domination of our country. Names 
like Andrew Yule & Co., Bird and 
Hilgers McLeod & Co., McNeU & 
Barry, Martin Bum, Gillanders
Arbuthnot, Kilbum 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 tlie 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. Oiatterjee 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,

of private enterprise. Superfieially 
looking at it. this argument is abso­
lutely irrefuteble. It is very well to say 
there is no orgftsused 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 ha» shown that banks 
refuse to recognise industries unless 
backed by reputed managing agents. 
This is certainly an unhealthy deve­
lopment which can be cured by remov­
al of managing agencies and if we re­
move the managing agencies, an orga­
nised capital market is boimd to grow 
up. If tiie substitute which is an uri-  ̂
healthy substitute is done away with  ̂
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 of shearing the 
managing agency of abuses, you can 
no more shear the managing agency o f 
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 vul­
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 claws*, you 
just kill away the vulture. A vulture • 
has no use for society althou^ it? 
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 accoui^ 
and make adiustznents and thereby to 
cheat the shareholder, and the Stat») 
of its revenue, and do ail the vicious, 
things they are doing today. '

Mr. Chatterjee had under-stated the 
case by saying that tfeere are a few 
sharks who have brougfht disgrace to 
the whole system. The problem has to* 
be appreciated not from the quantita­
tive aspect, that iis to say the number 
of managing agents who are sharks, 
but from the aspect of the control 
which the few sharks exercise over 
our economy. The question is not whe­
ther Tom, Dick and Harry Ltd., actings
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as managing agents of Jack, Bob and 
Bill Ltd., act in an exemplaiy manner, 
nor whether we have one hundred 
others like this managing agent The 
question is how do the managing 
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 ^arks, 
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 wght—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 
b^ause 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-1 ine-fiow 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

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 
from 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- 
nnerical activity diffused throughout 
the population, of the need to correct 
the appalling nuddistribution 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 
InJiau 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? 
I 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 managintr 
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



6249 Companies Bill 1 MAT 1954 Companies Bill 6250

[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. Deshmokh): 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 Gapta: I said net pro­
fits.

Shri C. D. Deshmokh: The hon.
Member said gross profits. He might 
have meant *net* profits,

Shri Sadhan Gapta: I said that one 
per cent of the gross sales and one 
per cent, out of the 5J 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, 
comp&nies which are denuding our 
capital We want provisions for ex­
pulsion of foreign enterprise from vital 
sectors of our econwny 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 malpractices designed to 
cheat the exchequer or the employees 
or to send out che money from the 
country. All this can be done within 
me scope of this Bill, and we want 
the Select Committee to make suitabli 

Un ioMrt such provisions

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 employees.
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 fraudul«itly transferring 
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 
agamst. 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 witl^ 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 there 
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 
IsHividually. 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 
asse ts , 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 flling 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 he 
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 
X>a3rment 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 
lor 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 clacms.

In conclusion, we have to say that 
the Bill, as it stands today is absolute­
ly useless from the point of view ol 
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

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 A.M.

T h e  B a n ister  o f  C o m m e rce  a n d  In ­
d u stry  (S h r l T . T . K r ish n a m a e lia r i) :
Mr. Speaker, I am glad that I have 
the opportunity of speaking after the 
previous speaker.

Sliri U . M . T r iv e d l (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 whidi 
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 BUI ^all 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, ranis- 
sion, alteration or regulation of 
any tax by any local authority 
or body for local purposes.**
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tShri U. M. Trivedi]
This registration fees, not coining 

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 Minkter 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 lees 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 comers 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 assumptionfl 
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

should be governed and it happens to 
be one of the niimerous 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 tne 
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. I think that is more 
or less a reasonable assump­
tion in respect of any of investment
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in business vis-a-vit investment in a 
bank or in a Government security.

Another fundamental point ttot 
goes with a company system is 
it is attached to an entrepreneur. The 
entrepreneurial system ^  ® 
adjunct for providing outlet ana for 
providing the necessry incentive for 
savings to come into the capital s ^ c -  
ture of the company. It does not ha^ 
pen that without the floatation of the 
company, capital comes in. Somebody 
has got to do this and it is the pro­
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 right. We do hold our 
viewb 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 to perpetuate. 
There are certain basic factors 
which we want to conceive as 
perhaps evils which we tolerate 
because of the good that comes out

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; I. 
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.

S h ri S ad h an  GiqiU: What I stated 
was that I wanted the Select Com­
mittee to make amendments to thiy 
measure and to incorporate the provi­
sions which I jrecommended in my 
speech. That is what I said I never 
u s^  the words “turn it down” and I  
am sure that the measure, as it  
stands, will not evoke any enthusiasm 
in the people.

S h ri T . T . K riah iia raach ari: 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 
misrepresenting him m any way; that 
is 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 benefit In this par­
ticular matter goes primarily to socie­
ty, and, in a very large sense, to the 
individual investor as well. If the 
problem is looked at from the point 
of view of the individual investor— 
the comfiany, company-promoter of 
the manager of the company pri­
marily, and then only secondarily as 
a scheme tiiat fits into the entire eco­
nomy—then the discussion of this 
measure would assume really serioas 
proportions. It does not mean that 
merely because there is a voluntary 
desire on the part of a man tb save 
and to invest, and there is somebody

else in whom he trusts and who is 
prepared to utilise that money for 
purposes of production of wealth and 
pays a it tarn to the aivestor, the Gov- 
vernment should sit with folded 
hands and say “we she !1 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. Mi;. T. N. Singh, 
'vho 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 aU. 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 backgroimd, or a
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political or eopnomic 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 com­
petition, or even ihe 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. Ottier 
countries have dealt with It A country 
like America which is pure and sim­
ple capitalistic, 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- 
wm 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 altogether. 
Very possibly, it is a matter which 
primarily concerns my colleague the 
Finance Minister. He is the person

who ccmtrols the fiscal as also the 
monetary policy ol this country. He 
is primarily interested in seeking ways 
and means by which he can put down 
the growth of monopolies which seek. 
id endanger the economy of the coun­
try.

To come back again to the need fcr' 
in^itutional channels for the mobilisa­
tion and channelisation of savings in. 
the industrial field, I find that it is 
a question which cannot be altogether 
ignored even in other countries where 
perhaps there is a bias in favour uf 
nationalisation, where certain parties 
do feel that the future lies in an in̂  
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, inflaticw 
and the like, held at the University 
of Minnesota in May 1952, Mr. Hugh 
Gaitskell, former Chancellor of the 
Exchequer of the British Labour Grov- 
emment has contributed a paper in 
which he has referred to a number 
of problems on which some opinions 
have been expressed on the floor o f 
the House in connection with this 
debate. I wish, ii 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 nationalisa­
tion of industries has >;ot to think in 
terms of private savings and invest­
ment and industrial concerns utiiisiug 
those savings in investment. 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 level of taxation on corpora­
tion profits is bound to make the 
ordinary business more depen- 
dMt than in the i>ast on bankŝ  
insurance companies, and other 
institutions for the raising oT 
new capiUl. 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. 
Oiir main problem has been to res-  ̂
train—not to expand—the level 
of investment. But looking fur­
ther ahead, some believe that im- 
less certain changes occur in the 
capital market, smaller businesses 
will find it more difficult to ex­
pand. The reason for fBis 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” .

[ S a r d a r  H u k a m  S in g h  in  the Chair]

I have quoted this particularly to 
illustrate to my hon. friend Mr. T. N. 
rSingh, who is not here, that even 
. assuming you have a bias in favour 
of nationalisation, in what you call a 
mixed economy, yoiT'cannot altogether 

i do away with the element of private 
: savings coming to the industrial field, 
because the field is wide; il 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. fnend the 
Finance Minister when he moved this 

IBilL Sir, the preamble that the 
Cohen Committee of U. K. on company 

:iaw had set for themselves is worth

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 companies.”
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 lo 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 the normal amBTl oI a 
company law is not either wise or 
desirable.

I would like to mention very briefly 
what the basic features of this parti­
cular measure are. It was mentioned 
by my hon. friend, the Mover; I 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 admlni*-
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tration of company law. These, I sub­
mit, are an extremely wide field 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 And 
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

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 indicates how the minds 
of those hon. Members worked er 
had they exercised their minds on the 
question of safeguarding the interests 
of the shareholders, the interests of 
the public ris-a-ris the people who 
control 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 also 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 
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 OA that imeamed income is 
careful ^that he invests money only 
in those companies where the person 
managing is of proven reputation.

Even if all that has 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 Investment in 
their ventures.

The question has often been raised 
that we have gpt 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 Grough and 
says that in 1952 the estimated corpo­
rate saving was about Rs. 34 crores. 
The annual depreciation provision 
made by companies calculated from 
the Census of Manufacture published 
by the GkJvemment of India and from 
the Five Year Plan, 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

the corporate savings, both by way 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 \he 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— t̂he shared 
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
tors 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 to look into that particular in- 
^̂ litution and ask for a remedy. But 

there is no room for generally con- 
153 LSD.

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 
envisaged. 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 canital flowed 
iptc 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 Conmiittee might well 
consider, coming back to the charge, 
whether clauses 367-369 nrovide ade­
quate guarantees, whether 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 
ccmpanies.

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 the in-
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vestor. They have not cot 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 exjchange, 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 imabashed 
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- 
ati<m 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 
irrepalrable 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

humbly to submit, be a slavish imi­
tation of the system extising in 
other countries. 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 soite 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
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rather a man coming from Madras as 
having said something very relevant in 
regard to industrial organisation. We 
were 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 
knofw 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 
vead 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 mflnnging firms’ 
managing agents or managing sec­
retaries. who may exercise the 
functions of the board of direc­
tor’s under agreements not altoge- 
^ e r  dissimilar to the managing 
agency contracts in this country 
(p. 48, C o l^  Report). Similarly, 
the Millin Commission comments 

on  the working of the Witwateis- 
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 rii^t to nominate the
■directors of the companies con-
«cerned. The larger holding or

controlling companies in the U.SA. 
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 in this coimtry, 
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, whic^ has got a turn 
over of 1310 million pounds last year 
is both a vertical and horizontal orga­
nisation

Shii N. If. Liagam (Coimbatore): 
Not yet three dimensionaL

Sfari T. T. Krinhaimarhifi: You
must wait for some time. It is true that 
vertical development to some extent is 
not an altogether aodesirable 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 ot companies have been 
mentioned by a number of hon. M a ­
hers. 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 Chester 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 
a few possible inconsistencies. I do not 
propose to mention them. I would sug­
gest some effort to be spent in that 
direction.

Dr. TAlika Snndaram (Visakhapat- 
nam): You are conscience-stricken?

Shri T. T. KiUh duui: 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 
^orts 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 
while. It may be that they would 
improve on it.

Dr. Lanka SmUlarajn: It may be a
confession of incompetence.

a r i  T. T. KrifthBamachari: My hon. 
fiiend 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 Snndantm: 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

has quoted from a book by Profes­
sor Saroj Basu,— ĥis 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 yerr  
diligent student and has devoted a 
chapter to the role of the managing  ̂
agent as an Industrial financier in 
India. I am afraid, if hon. Members 
only read it, they will find that my 
hon. friend from Chirayinkil has U> 
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 fs this. We find a particu­
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lar set of factors in operation In re­
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 
ivill say it is a confession of incom­
petence. Well, let it be so. It is a con- 
lession 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 

<mly 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 
y^hich we stand here wedded to. While 
we acknowledge that the managing 
agency s3̂ em  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- 
'build our industrial structure and so­
ciety without the managing agency 
ĵrstem. 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 
^ould not say that all that he said 
about the European houses was entire­
ly uncomplimentary. Some of it per- 
baps 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 ht 
is, he has to go. That is the conven­
tion in some houses. We have not got 
an3Tthing like that in the family con- 
•cems which are by and large repre­
sented by the Indian managing agency 
houses. It may be that some of them 
^iU develop that convention in future. 
It may be in future we find that dev»-

. 10

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 estat# duty cer­
tainly r«noves 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 instnmient to replace them with. 
If I am working on a table today as a 
carpenter and I have got a chisael 
which is blunt and l  am working with 
that you say: “Don’t use it. It is 
blunt” . But I say: “My dear fellow, I 
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 w » 
have must be used, and without uskig
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the tools that we have today, we can­
not 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 tyi>es of 
managing agents to be guarded against 
for which provisions are ndt made in 
clause 310 and thereafter. If any of the 
hen. Members had got up and said: 
**Here is a managing agency concern 
which has got a capital of Rs. 1,000— 
1,000 shares of Re. 1 each. 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 tha 
managing agents’ misbehaviour. What 
are their devices? Maybe I am only 
repeating what I said before which 
my hon. friend from Chirayinkil has 
repeated again that the Britishers in 
India avoid paying taxes. It may be 
that there are British concerns here 
who have got managing ageucy con»- 
panies "^th Rs. 500 capitaL The com­
pany goes on subject to the provisions 
of section 21] (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 jne 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

agency, and I do maintain that unle5is. 
we can produce effective substitute ,̂, 
we have to carry on dealing suitably 
with the abuses. If hon. Members op­
posite suggest any measures by which: 
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 
check on the concentration of power,, 
the misuse of that power and so on. 
But if you tell us that our diflerenoer 
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 coii- 
cemed. 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 the pro­
visions. I have said here in the House  ̂
both on occasions when I 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, industrial 
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 beei> 
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 ont 
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 ourposes, but
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olten-times, they projwrt themselves in­
to certain S{>here6 where tliey aie not 
good. In the past—I think in the 
Government of India Act, 1935,— 
envisaged the creation of a Federal 
Railway Authority. It may be that 
that might be brought up again,— t̂  ̂
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 
ndght be that a Federal Railway Autho­
rity is not necesary but certain oortions 
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 ca.st 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 oall 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 of 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 Gkwernment 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

away the power from the Govern­
ment.*

Slui IUbm I (Jhajjar-Rewari): I
would not say that.

Sbri T. T. KririnuuttJieluiri : I
am glad; I jstand corrected; my apolo­
gies to him. That is the way in 
which you proceed. A lawyer immĉ - 
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 nmning 
these bodies as business concerns. I 
do not mind admitting it. As Minis­
ter of Commerce and Industry, I do 
And that I am handicapoed because it 
is difficult for me to get together a 
body of men who could appredata 
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.

Shti C. D. Pftnie (Naini Tal Distt. 
cum Almora XMstt—South West cum 
Bareilly Distt.—^North): It has not 
been given.

S h ri T . T . KrU tlwm iaflM iris H e
again as^ed 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. I 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 Chatterji. 
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 wrgtog about that The new 
Company Law authority, whatever 
its authority, whatever may be those 
functions and wheresoever it func­
tions, it must be manned 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 (proceeded 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 
apiHToach. 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 fimction 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.

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
vene, because I know that the 
Ministry of Commerce and Industry 
has got an intimate connection with 
the company Law as it has develc^ êd. 
The objective that Government has 
is that by means of various efforts, 
we reach the ultimate objective, 
namely, the development of tiiis coun­
try ^«^ch has to be achieved.

I want to make only one submission 
finally. As an old and experienced 
hand in Select Committees of the past,
I want to make a sugge:>tion to the 
Members of the Select Conmiittee. I 
really do not envy their job, and I 
may make a suggestion to the Select 
Committee. The business has to be 
done quickly. The Select Committee  ̂
may be split up into two or three small 
committees for dealing with the 
various aq»ects, 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 deterioraUon 
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 foimd 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 wouJd 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 threa drafts­
men who have to produce 
himdreds of Bills every year on the 
floor of this House. Drafting neans 
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 seotenta
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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 we were 
Members of the Constitution making 
authority. I have no doubt that some 
of those who are inclined towards 
drafting in the Select Committee, will 
take this point into their heads. I am 
sure the Select Committee would 
produce a report which would be ol 
great help to the future of this coun­
try. I commend the motion to the 
House.

Shri Blatthen (Tiruvellah): This 
is a carefully conceived and elabo­
rately prepared document I will take 
this occasion to congratulate very 
sincerly the Company Law Committee 
and the officers of the Finance Depart­
ment, and more particularly, the 
hon. Finance Minister, for thiji, 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 documoit. The 
Con ;̂>any 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 Governments, 
and 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

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 
nwH investigate the affairs of tbf 
company concerned or the conduct ct 
any person who had any connecticm 
with the company at any time from 
its inception. While it is necessary to 
have effective control in such matters 
in the interests of the shareholders, it 
should at the same time be considoei 
whether such arbitrary powers vested 
in an administrative body may not 
tend to work against or discourage 
joint stock enterprises and frighten 
common people from even associating 
thraiselves with such enterprises.

Similarly, clause 258 requires &ome 
reconsideration. An age-limit is pres­
cribed for the direct(»9. Some of Xhm 
best known and more capable direc­
tors &hall stand barred by this clause. 
It is not lik^y to protect other the 
interests of shareholders or the in­
terests of dev^<^xnent In a country, 
where the number of experienced busi­
nessmen is so very limited, would it 
be wise to shut out tried and eminent 
businessmoi like Shri Visweswarayya 
or Shri Purushottamdas Thakurdas, be­
cause they happen to be above the 
prescribed age? After all, as one not 
appointed by any bureaucratic xiatro- 
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 a 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 thou^ 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 ttiis 
clause ought to be modified. I invite
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[Shri Mattben] 
tbe alttentiof) of ttue hon. Fixtaoce 
Minister to it. As the Plan 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
Bftinister, to see that honest and eflft-
cient private enterprises are protect­
ed and even encouraged.

I like the chango  ̂ made regarding 
capital, audit etc. I think it is really 
good to have auditor’s r^^prts 
etc. as modified. It is really
of importance that the new Bill re­
cognises only equity capital and the 
preference capital. That is a straigl^* 
forward course. I like it. I would 
invite the attention of the bon.
FInsice Minister to a third kind of 
capital. I think he should consider 
dm, dessirabiUty of introducing ni>-par- 
value shares, which has been recently 
recommended by a U.K. Committee. 
I mean that kind of shares where tbe 
value is not given as say Rs. 10/- or 
R». 100/- but where the capital con* 
sists of &o many shares of ene-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 hi|  ̂ appreciation of the capital 
of some of the companies. It is likely 
to be interpieted eq?ecially 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 assets 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— t̂he 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 recjnimended 
by a recent U.K. committee the report

came out only in March and I do 
not know many details about it—is a 
point worth the copsideratiou of the 
hon. Finance Minister.

I am coming to the most controver­
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 report 
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 UJC. 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 lo obtain direc­
tors in their overseas possessions like 
India, Malaya or South Africa or dis­
tant countries. The managing sgent 
who goes over there gets the manag­
ing agency of several conccrns or 
several investments of the U.K. com­
panies—of course  ̂ all U.K. capital...

S ^i K. K. Dcna (Halar): Was it
U.K. capital or Indian ci^ital?

Shri MmttheB: It was U.K. captaL
Shri K. K. Desai: That is not Xhm 

case of the Jute mills.
Sim .MatUieii: I am speaking of the 

original history of it. I am not
referring to the purchase of lute mills. 
I am speaking of how the managing 
agency came originally. It oiiginally 
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 workfng 
in South Africa, the U.K. com­
panies there. I do not at all 
agree with the hon. Member 
from Chirayinkil in his condemna-
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tion of the British compdnies—the
Scotch managing agency companies— 
who have done a very good job. 1 
knew some ot 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. I am glad to acknowledge 
here that the Scotch managinf! agency 
firms 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 
wlilch made them first-class proposi­
tions and ^ub^uently returned them 
to their old management If their 
Indian counterpart—I do not say 
‘counterfeit*—had done hall 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 MinUter, when 
he said that the managing agency 
system has done a good .lob. 1 mean 
that the U.K. Scotch managing agen­
cies have given a good account of 
themselves but I am sorry to tell you 
that I can count on my fingers—one 
hand is enough—the number of IndiiUi 
firms approaching in calibre and quality 
the Scotch managing agency firms, 
and I know a good numbep of both.

I am glad the hon. Finance Miiust^r 
has XMTovided tor about 52 clause.̂  for 
plugging the possible abuses. Especial­
ly, since the last world war. companies 
grew a l 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 
friend, 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 
in the family, even when the man dies. 
Of course, there are exceptions to this.

My hon. friend, Mr. Thomas, the other- 
day read out particulars in respect o f  
two firms Tata Sons and Bcmbay 
Dyeing—and showed that the profit 
they have taken was quite 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 an embarrassing situation for 
me to have to conunent on them. L 
had management in banking, planta­
tion, insurance, mining, etc., but some­
body decided that I should not have 
them and so it has been cut short and I 
have not got any such interests now.

Shri A. M. Thomas (Emakulam)r 
Yqu are a benevolent industrialist.

Slui Hatttai: I am only telling you 
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 coined it̂  
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— ît w21 be a useful pro­
position.

The Commerce and Industry Minis­
ter has said that if we take away the 
managing agency system, there is 
nothing to Mibstitute or replace it  I 
agrae, but all steps and care should be 
taken that these Indian 
agency firms—I am as good a nationa­
list as anybody else—grow as hcne>tly 
and efficiently in nuuiagement as the 
Scotch firms. In this connection I 
would refer to another point made 
by my friend, Mr. Thomas. He ex­
pected the Finance Mim'ster would
include a chapter about the public
sector al>o in the Bill. As my friend, 
Mr. Pande, pointed out the other day. 
the public sector or most of it has not 
come to our expectations. I have got
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[Shri Matthen] 
some friends in the public sector and 
I do not want to embarrass them, but 
I cannot help saying that the public 
sector, considered as a rising sun as 
against the setting sun of the private . 
.sector, has a resix>nsibility to come up 
and do its job efficiently and 
iionestly.

I 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 
gainst 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.
I find i^enty 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 out 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- 
mimi period of tenure should be five 
years for the managing agent, with a 
chance of renewini; 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 somebody 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

factory, because his is a great res­
ponsibility. It will be a tragedy if th# 
managing agents do not rise up 
to the occasion. If they do not 
deserve the praise that I 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 net pre- 
valeit in most of the Part B States. 
In the former Cochin State, which 
is now integrated into Travancore- 
Cochin State—from where I 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.

•ft V I  (f%wr q f t ^ ) :

^  ftRi ^  if
*|5V srqr

^ ^  iHTT lit'W9T #  arnft trrd'ifh*?wr 

^  n f  11

iTPTifhr ^  STRI,
% il, JTITT ^  >n?l’

p? TO ^

I  wPTTaft f>T
if sftr ^  ^  I  I

•ft q ft : aft a n ^
^  ^  *nn 1 ^  viT frc ^
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g  I ^

V ' ^  ?r ^PRTT

if >ftT ^i«ii«fl T*r *1^ ^  f , 4#-
^  ifr ?n:5 ̂

Wy? 5ft ̂ 5T% fr«r #  I '. ..

F « ^  ^  ^  ^  ̂  T?r j ,

«WT5» ^  %  4#f5n r ^  

iN N t jw rt  anrfq; irf art
®^+T f  ^  ^Tf <s4T«i f  . , . .  

?fto ^ e  q f t ; i»TT »??T5nr iTf
I

•ft f m  n f w : JT^?fr t  ^

nvtft W ^  ^  f  I ^

^  ^  Hf* '3*^*1 ^1

fimsft ^  v w fv if  IT 4#flnT q r
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^  I apR ?RT *Tpr ^  3rk 
'3 ''^  anjfTR 3TPT srnr 5ft ^  
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? ? r f^  ^  JT̂ lf ^

-*Tcr ^  ^ f » r ^  ^  ^  ^  ^  < t  3 iT in
? y l ^  ^ r ^ ,  a r k  ^ R t  i ^ w r  
•?rRT *T̂ wt %

^  f w r  a r n r  ^ r
arf^VR %f<qT 3jTir m fr  5Tf am t ^ *  
^remr 3 T ^  a r f  f% ^ r  i ?r*r- 

• 'rf? r 3 ( t ,  JfTT 9 m v T  f  ^  ¥ t  « n #  
^ 7 ^  a r r ^ f  3R r?5t 

I a r n r  3 f t  4 ^ f 5 m  iT 3Rfr f e H V  
' ^ ,  ■ 4 1 ^  n \4 >  ? t  « (in  ^  * r n r  y r v R
-5 f i f t ,  ^  %  i f t  3 f t  T T m
a n f t  W F F f tr r  afV^
T * i ( ^ w <  ^  f 3 i T  f  a f k  t r n n f h r  
- f t - R m  s f  i f t  3 f t  a r r r r  x r R f n R r  • 
fw r^  v j*^
f t a r r  t  a f k  ? ? « T t ? iT H  T

’ TJ3fF 3 f t  ? ? r  J m  
« f t ^ 5  • a ' ^ ' i  ^  s r iw  

^  vfmK % < r r  t  ’t ?  ? * r r f t  s n r r  
^TT< ^  *rf f ^  5 ^  fn35 «ftr 

^  » |jf  f  3 f t  a p T T  s n n T  %  if^ J T n f t  
3 ^ 7 - H’f t g ^ s n r  a r r s r r  « n f  

W T T  ^  a A r  x t v n r  v t  V F F T  e$*nW 
i :  I

^ ( R t  %  <T5 ^  *r^iT f  ft> 
3T»ft 5 H  i’ '^ 4 i t  f y v n r  ^  T s p r r
^ i T i  M v r  a n r T i i ^ i T V i i l f f l t t f R f s l  
^  5?r 'R  ^  <7»rr r̂i7, ^
=*4W  ? ¥ f T 5 y * r r ?  9 r n f  fv ^ ^ T V T  3 f t  

?Tf I
% ?*n^ f?r firsr i?

3ft f r  ^  t-
vtftmr ^  *rf f  I an^ ^  ?—
artr STT?T ^  t — acr^
3ft ^  ^  WWffRT 31^ TRW l#

aftr 3t^  ?r̂  ^nnw t  nft t t  «ft 
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^  ST ^  ^  «rr<r
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’w ?  *rf f  arU P̂**rf5i*fr % ftw s m  

WVC5T W «»*n<l fsW9’ 
yffftr ^  anw

*T ^  «i*̂ *<i 5nTT ^PfiW 
f  I arrar i»f WRT *nff f  f r  v*>Tl?T*ft
^  if KTTT I *Tf
5 ftr 3rt siwRT ^  t , ^

f̂ nTR ^  »j3rrw ^
t ,  ftrr w ftr ^  amft ??ejrf55r 
vt 'd<si*i F̂t 'n^^n 5 , ftwr ^  ^hRnr 
’9oi*i ^  f , ^  s^svnr ^  5
r>f*i ^  ^  a»W ) ^  ^WRfr

'3*1
^ ftp ^  an^ '̂, git « w -  
^  ^  ^  aft arrerr art ^  ^  f ' 
*i*l< (Vn w ^  ^  g iw t  aftr f̂̂ t

^ ft* 3^nr '̂CT VTvt fti^ii

#  ^  VTift ^a(t an^pft t9»n  ̂^ I 

J|TT w  ^^9ir 5»rw Jjf f  ftr f*r
f^?pft ^  r<nw?i irr

v t 5 ^  ^  fff  ^  »i>T 
wtw W  %  aft »}#fin<» pafw ^  
■nrora ^  f  ftra# ftr
wtftnr ^ aftr aft swwiJT 5?r % fe#  
5̂<f vftrv 5» ^  ^

vt vr»>t ftm w  ^ ^t 
'ww I ftrasft ftjrrat t  f ir $  1 
*niT ^  *ift li
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^  5?trt fW RT ^  ^  
^ » t ' ^ '  5  I aiH '3̂ %' ̂ 1^  ̂  ^
W RY 3 # ,  %
afk ^  % 4’fP>f̂ r ir:T^?rR#3n#iri
^  ?ft *1̂ 5

%  T T # ^  amr ^  ^  ? m  ?

mft; ^  ^  w rr  ^dsnr ^  i
arrsT ^  JTf t  5N t  ^r«<5

4 ^ 1 ^  iT'^r^r % ^  app: ^ r a r

5^??# ^  7STT 1 5ft ^  ^
•n't! 5  * 5T31T

^  t ,  a ik

^:p w  ^  W  ^  ^  a n #

1TTOW ^ ^  ^  t  f% 3f^ ?Rr
^ r ^ a r E z m  f e q r t  n  ^

Vtf <<ani 5  • ^Nt-
?tv5# ?ft n̂ni-m #  'Tgw  5W> Jrff

 ̂ifrn ’d*̂  ^1
snnT  #  m w v  i  I am r

4 # f tn r  «nft?Tlr ? p t T t ^

% ^  fl̂ RTT ^ rft ^
ST5̂ ŜW ^  ^ ^ «f>ni  ̂ I %f%*T
^  f ^  n  1 1 ^  spt *rf
a rfsv R  ift f e n  »PTr t  f^i^if

^  i m r  mr̂  f
aftr ^  ^ 1̂  ?w 'ij’iVl >ft ^

1 1  g^Tvr ar»if ^

^  9 ’WkT 5 * ^  ^wTi ^  %  arrr 

^  ^  arfsfVR w f  ^  ^  ? aPR ^  

a i f t ^ ^  >fV t  F e ^ f h r  

^  arra" VT arfsTTT ̂  ^  STFTiT 

f  1 3ft ^>*T arrr tr^fft ftreejT ^  

^  5> ^  H'ti'fc «n^ O'^ îK
^  TR% *T ^  an*r ^  ^

? 5* T H r^T f^i a r n ^ J i ? ^ r ? ? r r ^ n f ^

ft) f^RH «i5.^i«< ^  ^  *T %■ ^  ^
JT f̂WhT ^  ajftppR

^  *T I ^ ^ g PT

rWT 'sH Î fr^n 975  TT 
r<WI « I^  f1*IT I ^

^  9T5 f’IWESfCT %■
^  ^  f r r P B  

•B are  %  ^ f t  ^  T5TI ^  ;
^   ̂ HWrtId «R
a f t r  ^  ^  I ^  ^
^ r f ^  a i k  ^  s T ? ^ ^  5 n f t  ^

v t e r ^ ^ v E T V v t r  V C T  v r a r f w T ^  ♦

^  w

^  ^  f  %  <t R»5i{
a r t  5lf>r T t z ^  %  f e m

f R  a f t r  R f ^ $  ^  i T ^ t s e r  ^
^  MT.‘ime ^ ̂  I ^ «n>dl  ̂ft*
M t  n » P R ^  %  ? p n ? 5  ^ r  J j f
’i ’P f l ’ aiY?: ^  f t r  ^  #  P l% < ^  
f^JTT # f tR >  ^  5 W t  'a ^ < .a
^  yvcfr ^f arnr t̂i % î̂ sf?
JIf fwwd ^  ^  Wf % ^  t  I
?n^ ^  ^  Oi^M r<iiv^
f> T T  a f t t  a p R  f t f j f t  * f
a ifT  5 5 n ro ^  f  ft> ^  ? f t

a m  ^  #  JT^ a r i ^ ^  t s t  ^  
I t  f ¥ r  w e ^ f h T  %  M  ^ r t t
sp??T % ^  f%

>Pt ^ i R T f r ^  t t  f t m  ^  ? f t  
^  q r  i R i f ^  ^  a rfirsfm c ^  ^  i  
*r? Jm 5?TO p̂ffnr t  •

i r n r  JT? t .  ^
fti^n, f r  «n̂ <Tc<. ^  ?Nt  % f^ff 
«pV TlfTT T ? : f  « M 5 P T  v t
*rsp jJT  T T 5 T T I  1 a n q ^  ^
5 P T R  ^ r f ^  %  ^  ^  %■
f’T W W ^T P r % HIM'rtlf q r  r«<-«tl7 T T  ^  -  

v t  H I  a rftrV T T  fiP T T ’R T  t  f v
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% ^  ^  3THT

ift ^ I 3TT

^  ^WRRT WT ^i|[r ^Ntt Pf

vnnftv ifrnw «ftT ftrf5r<^
^ ^  ftr̂ rr 5  

^  ^  fe ^ W V ^
% #frTT f  ^  iT  ̂ ^  W R

t i  ̂  ar^mr wftrv w f

f7FRh?TT 5 ,̂ >s*̂ % fikr^« f̂ TVST 
Îr I ^  3rFT ^  W  cR? 1̂*

3TR f^i«I ^nvT VT iftvT 5*r eft iprr^ 

W  fir^ ^  ^  WH< %  «l̂ ^45d4
artr ^

arrrir a r t r 4 ^ f ^  ^N r^trew

% f^1r ^  7917 *p^, ^  T̂Rnrr
afhc ^  3TFT 1T?^3RW ^  w  ^

T̂TVT VTiftvr^ ^  ^  ^ ^  3TRT H>n4 
T̂TiR VTJf ?5̂  I f(r ^  f  fv

f^*ft ^  T̂PTR ipr vnni 
k ?> JTT 5TRT
^  ^ ^  7 ^  ?  fv  ^

w ^  fW  ^  v tf  ^Tfiw afn» 

3Trf%̂  ?T  ̂^  ^  qrter HT 5R1WT
^  ^  I w  #  ift

ft» 'TT̂  ^  ^  3Ti%
t  fpr^ ^  711TT t  fti ^
a n f ^  an ^ s n f ^  ^  5nPr ^  i 

^nnrt ^ « n r r f ^  
% feif (ft iT5 aftr ^  ^^iror

^  ^  ’̂ rrff  ̂ I «nrFTT
Pp ?ft

arnr ^  vfffv

% ^ 3 T R T f r n r r ^ r ? : #
4  ^nm T̂TOT jf fv  ^

>¥v^ ^  ^ I |Tr55?r %

JT^TWT^^TTOT^ftj 3PR f v ^  SiT^^rR 
153 LSD.

3? rlTf ^  IfWT  ̂ ^  ^  «iq4^ii % 
5ftftWH ^  ^̂ nPTT I
mx ^ i i z  ^  ^  ^ fi|r m -

*TT firwm fiF*lT ^  f  
^  fm^TOT t  o V ^ f T O ^ T ^ ^  f t

*f%5T ^pPTfV ^  ^ ^  arrrr

w n r  ^  ^  ft*ft

I

11 A.M.

ftr^ ^  t!?F aftr Twt >rf f

ftr ^  ^̂ rnRT 
^»3rfift^>ppft I I
Jlrr ^  ^ fe rv N  ^  aftr ^  e ^ fe v N  

I *1̂  ^  ^rwT
v r ^ r t t v T ^ i  ift^5rre?r
?r ^  ^nf^  I I ^TRjft w  f??3ft^- 

^rtt H{i<̂ w  
T̂RT ^  f^hvR  ^  ^  f  I eft arrr w  

4HW€t ^  ^  ^  t  I

JTT eft arrr ^rr a r fw rr  %
5 f i ^ ^ ^ T f t n f  j 
T^RT ^ r f^  f% jfftf

wm eft elT? ^  vernier ^

fipTT I ^  arfw iT

fjft  f w  ?  aftr ^  ?fft

58n^ Pf ®n?srPT ^  w r r t  ^  w ,  itfinrnr
#  V tf ITO7 ^ TO, î Pet̂ TPT ^fiW T % 
T̂PT MWI T  ̂ <3TR% ^  fkVRRft 

v t f  iTPrftv ^RRV ir? 
5f^ ^  VW T P f ^  fTTTR l̂f ^  
v^rP^ t  ?nftfr ffiTT ^
aiRrfWf ^  arnrr w n r f̂r?:# v r

*? f ! fr  w  t  ^^mr ^  wm t  Pr
% VPT ̂  % T̂T̂  ^  ^  frvR^
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[sft fwir

^  a rV t ^
•̂0 I *T ^wi'i yvnrfw

f%  a n n :  ^  ^
^ f̂ iTT 5rra ?ft ^  w r ww
^  ^  I ? r * w

^  #  W T  ' J ?
^n^ft I yT^K®r ^hc *ix ^  v t f  
T?»ft ^  I v m t  % wm % 3tŶ  5T?- 

^  5Tt SR’W  ^  W 
^?TT I

3PR <{H^ ^  ?ft fir?? w
^  ^® RfT 5 *W H -

^  ^  JT^ < ^ « i
a r f ^ T R  +'*̂ ■•0 ^  ^  ^  = ^ l f ^  I 

4 ?f >1̂  31^ f%JiT ^  pRT anf 
%  T̂*q5ft ^  ̂ TPrf̂ lff % f̂ RTO

aw ^  ^  TSRT ^  I
an^  ^  an^  9 1 ^  <.̂ *11
^ T f^ l ^55W 5*TR T«r^t%  sm - 
f ^ w t  ^  ^  r f l<  d O '^ ' l  ^  ^  ^* P  5 T ^  %  
TT̂ ' «̂i>T»r ^  ^  ^  ^  sift? ^  
^  Trefhrv?^ ^  ^np  ̂f  ^  ?*r
JT? *Rfw ^  fr% f% ??T
% JTTT ^  3JTRT % 5*rRT ^

arcRrnr ^  ^  t ,
f5n» ^  fw R T  ^jft «rr

^  ^  ^  ^5ft -̂ lf̂ <J I 3 f^  f*T JĴ  

f% f ’ îTOT % îŝ <T<t< n̂r*T 5!^
^  aft?: tr^ ^  ̂
?r^ fiw t f<flwa ^  ^Tf^, ?nftf ^
jf  5T TS I anft ^  ?IT*I» 115
^RTffhr f%̂TT *WT 5
f w w  i^v ^^RTCt ffii^  I  afrt 
%  « p m r  ^ r, s i R ^  ^  ^  ^  %  
^RT5y %, ^  arrai’ft ^  5^ <s*<w
?r, aftr s m n v  % ^NfWT w <ti î4£ *T

’i f  ? w  f T  a p f j t
TOT ¥ t

t  ^ jR T t ^
^  f w p #  ^  %

f̂ RPft fbmraff % ^nro%
f  %  s z m m  ^  <T? t  •

ar^TT^rr a f t r  
^rrf^ I f̂ RT 5T irf t  ft: JT?! 

*̂ t »rt t  ftr q ^  ^ fw R ff  ^  
a f k  ?T R r 5 f t r  ^r 

ftiTRĴ ff w ^  >Tf 11 M%5T ^  
% ?rnR ?rf w t t  ^Tfrrr 

f  f r  f k i m ^  ^  n t  I  >  a rw  i f t  9 | n  
«*TRT f  a r t r  ^  t̂fvf ? r n R  w  f
3̂^  |1T fW R ft ^  T ^

^  T® t̂srH >ft ^  *rf 5  * * 5T5̂ ?RW 
% M  i T | i n r r  I  fv  ^  T**Tf¥ff Ir 
5̂ T<T ^  ^  iT^f^ ai^̂ <td<' ^  ^  

*f>n'it M ^ i w  ^ 'ŵ  1^1 f̂ *i
!Tflr ?R!?Tr, q ^  r̂ 

» * ?T ^  a r n r  1 ^  ; n f f
^  wqfW ^  5i?ft ?r* ' -o

I a r m
r<*»lMn f  f t )  ^  ^ o ,  q r  

Ô anrpRrf TPTftlff ^  tr%
^  ? r ? ? r r  t  1 ( t t  f rr? >  r f t  i r ^  f t i r w  
T #  n f  ?  a f t r  r n r s  n
^  TTBt fr r̂nra’ t #  >r«ft 5 i #  [̂̂ rtt 
1̂  ft> v n n r  a f t r
a  ^  HJTm ^  T̂ T t  I er̂ - w t  
^ ^ f s n r  i r ^  ^  a n ^  f t s ^  ^ n > T ^
%  ll" ^ T t  T W  ^  ^  I

5* T r T T W w * r ^  i  f t ;  w  w W  v t  
■’̂ 8 .7 ^  a f t r  * l|flflfW  T T  # 1 3 > T  v ? %
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F ’Tarnr ^  artr ^  ^  ^
ftT ^  ^  mf% arnr 

% snrx wnr f̂ 'w 
sNtT ^  T tf *i»ii'fti »T Ph  ̂

ift4 # fin n r v ^  s t r  n«<̂ H>5PT 
% 5^ W sj+<K #' I T’srr >WT 
t  f% ^  ^  ?rrPB7 vt ^
JTT ^ ^  ^
F<HjtT̂ ?r*f arer f^*TT aftr •nfVTtr 

3̂^  \o f?TT ^  ?nr 
f  I n̂rrrfir arrr ^rr ft-^K 

%  Tt^ ?Rsr ^  ^ ’TT 
3TtT ^  t  %  IT ^  5WHft
3rpft 3ftr v t f  iTv *nrrt<i ’p r tr
VK ^  ftfW It % =HTT̂  Ppfft ĵ t 
«i ^

<R ^  ^  ?!»rw 3TR ^  »n^ 
t , ^  ?HR V ^  ^  J»?
Ho p n r  VT snrnr^ f ,  ^  ^ t
fRT rTWRT aftT t  •

Skri Alt^ar (North Satcra); That is 
the maximum.

^  i w  fT» : 4w hnr !f^  I , 
fvfrnnT I, arPT fv^mv 
TO f  I 4v(fhnT ii^  f
f«p m r ^nR t #  srrfee ?  <rt 
'»^Ki % >**fKI *<nrji*i U'id ^ani % ^T*ai 
t i  am # Hi arfsvR  ̂ fein <ft
5?nT Jf̂ r«iin ^  W Nd 5 
4̂ tfhnr arnr ?fVr nr t̂*TT 1 
rrt JT? ^  fff % ft t
'̂Ipif l̂ T'TTO' ?W

ftwft <j»n'f> % ^1^ Thnnr ^  r̂
*T ^ 1  *̂ 1  ̂ Jflll ^  9^T
^  P̂ nrnr >t ^rrft 4̂ f%»r
^3if^ Ho ITTT ^  ^
^ 1  3 w  a r r r  *re t  %  ? * r
w ’f artr »ni’m  ^ VT ’TOT

3̂̂  ^  »nTT t  fifr jpnft <ct?%
% 3 F ^  ^  ^  ^  ^  ^  

trrNWrv 3rajr4 f t n i ^  
^  v r f a r ^  a r r ^ Y  s r m  i f r  ^ . p r O r q li
TT PRTT I I ^  S’? ^
*11^ t i * i y n i  a r r r  ^ci» fi 9̂  i ' i ’j_*i 
^  w f  t  t | t  f  ?  a r n r  » r^ rR r 

Tftrnr a ((^  arrr tN t 5̂ n r %
ffTT rff: ITT T^TO f » R  fT  ̂ ifV T̂ r 

tN' gWIT ft m iti 5'»K T’9'
5TTTT ?T 51TKT 3T>TT <43»ii ^  

’ TTî  t  ^%5T ^  ^  n f arfay rr
^  ^  IT̂  ^

fr  VI»1 «*T9Rrr*T 1>̂ I <.̂ 1 ^
ar̂ PT ^  ¥ ^ 't  3T«T̂
3T«raT 3T*w sztswpt aftftnr t  *rro ^

a r k  5hrr vPr^v? 
^  |iT ^  % 4#f3m

fMPfW PTsffkff ^  ^  I 
a r r r  s r r fT ^  ^  f  f%  i r ^  
a j w  5ft3R vrqsf)- % w tE #
5R % f

5?T5TtT^?r^ # #  ^  ar f a y R  
ark ^  <T?% ^  ^  ?TTf^
^  fipTT '^mi ^  I ^V*r

^  5!»n# ^  f  I *tV-
^f^w firF f^T>Fr»$irT#5Ft r̂tf?T!fr 
^  »Tf t  I ^
3in^ <Tf5’f  ^  Pw 3rr

^  ^ SJTKT %
4#f5nr iT ^  f̂ TJTrr h % j»i snw r 1
itft W>W 5T JI? ^  ?PTTf >Tf f  JT?
^5?r a r ^  ^ i fir?y ^  aJT̂r?«TT % ar̂ T- 
?TTT aft *frf|fT ##fi<<T 1^31  ̂ t  
^  ^  VmVTW #■ T̂*TT̂  ^
a n # T T  a r t r  a n i T  3̂̂  a n n  ^ s r n r r  ^  
?ft ^  ^n«r 5T>TT ^  i

Jrft ?nw ^  a r ^  ^t¥ ^
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[>sft fw r
•

^  3 F ^  7?!ft n f  f l  ^  

^  3T ^
arrr-T

ITT aik arnr ^  ’T?
w r r  ^  wt

3n*r ?*T w«iRT
ire m  I arn# zif Jm«T #  
’FS^ ^  ^  X̂ sft 5»

tiiw I ^
*TR ?R>̂  f f% arPR>t TO 
^  3rtq5S5«T55 »f ^
^  aftr ^  ^  *IT 3TPT W  tii>d) ^  I 

*Tf ^  arm  ^  ^
?Ri % fiwi ^̂ 1% >^^csi»f ^  firW ^97

?R>  ̂f  %  3PR 4nr^<i '̂ '̂ <iti ^  3T ^  
^FRT fe^wrf *̂rr aflxvTFtflg- 
fwRT srflf firarf ^  ^
^n^Rt i>iM«« VTT vt dvR  5i ̂ f*r
4  [̂«5rT f  %  5WIT^
^  « m  % ^’TR ^  >w aftr 
?ir ^  *17 Tnft ^  %  'df̂ +T ^>rf-
>̂T55 •Fff? T ’̂TT 51̂  *R

5^ ^  TPT fiT# ^  an »R f  aftr aw - 
HW 3̂SWV
??»rT 5T«r %ft ?nTF ^  ^  arRrr f r  ?[?r 
?n?5 ^  H19T5H ^ f o n
STPT, si5?r ?»RT aret ?t?TT
5 I 5̂ RT 3*rrST «4<r««n ^¥tW V7^ 
51ft I, aiTT 3(>rT <i¥0 ^  ̂  *̂WT Vrf

‘AsI li<Wd< ^  cTTPp yWT
ijV«« in’ ^  TT ^rrar vpht

srtr *ff3iT gsT % vnrt 
5TO^ 5TTT ?ft?» ^  9% I aniT r r -  

«MW<l T̂r ft>
^  VT TfT t  ^
JIT WTRT ii?T ^  I, >PR 4  ?nm?rr

g f% 5^ ^ p̂SniT
T̂RT % Hi^rt aĵ N r̂ t  •

3»rreT % «*rnrT arrr *^nf 5ft 'tH  % 

m  ?rt Tfs^
3ft ZH T ^  »rf f ,

^  ^  '*»i«i •ii*»‘» ? t ^ f ,  ^  VPT 
^  ^ 3rnr, jt? ^  ^  ?nm

*1  ̂ an^ f% % fWT
3 ^  jirm  iTWsnr ^  amri 
aniT i '̂ftitni'i 'UfO ^  eft %rr 
>1? ^ ft» 'Sti '̂l *11̂  9*n<T pT^I
*f TW, JT5 *R ̂  apR 1^
T̂cT TT T̂ *TT ^T 3̂T 5 JRTT *T 7^ I

■T̂ RTW ^  ?H WTW ^ ?tin I
t  g ftr JTf <?r mw ^

^  3ftam #^^ftw fTJnira 
T #  t  ^tftw I

?PTrT% 3ft, anr 4' TO <’r W i m
%?I^W lifTT-m^ai ^ I JTf^ftnST#
ift ?̂R>T srrfiRFr w r’nrr 5 1 
firw
sTfniT »PTT t a r t r * r a ^  w  % M  
am f ^  *n^ ^ I anft *prWfj

TT# TT arfvvR m%%5T
'd^+1 JTf ^r«)i)K w  ^ i(«« *rr aw gw
% f ^  «W IW  513(7 ^t?*^
^  #WT ^  Jn ?w <rW v
iĵ afT ^PiTw vr ^  I aniT sNrr 
ft?«#  *nnf^ ^5WTOrt3ftr  >ra5f- 
# ?  ^  arnr f r  WPT ̂
tiif^ci vx^ vpA ^ ft? ayv- 
’BTV ar«m v*«i5ft % vnf w^rm  ^  #- 
T>n5ft ̂  Tift t  aftr arfsvn^ VT $w ftn
ft TST t  ?ft *TVN7 VTT mRft IJf
V’A fefN H  TT srrf’nR ’ anw
JT ̂  T?n w  ̂  %ft!sr fmr ̂  i?«F wit
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# Pf ^3p :
^  #  3TW, ĵNrr w

wm ^5ft ^ 3nTT «rar 
PPW ^  ^  «nd ^  

ifT̂  Pf 3ri^ ^  I
v t f  3TRTR frnr f ,  ^  wRv^ 

«frnr 5  I ?nft ^  t  ^  ^  
fTPT̂ ft ^  ifTT̂  vw ^ft 3ftr m\Um  
^  ?1r I #  ^3TT 5 tr«#

% P̂T# TT PiPt ^̂ nrWfe ^  ^
î§R[V VT T̂RT W  VT

^ fv  VTV( 8T̂ V ^
^  T ^  5 ?R ?rw ^  fTTR % ^  
irvN z ^  % 9tN  VT fsf^ ^  ^  
*UTR, JrtV ̂ RIT ^  *nff arRTT ft»
WT n̂iT fTTR ^  Wt Tift
n f t ?
( ^q%fa<I^R) ^TTR ^  arf^^TT t  
iftr ^  *TH?!T J Pf ^  8rfWVTT 
arrr ârsrvt ^  ^  Jtrr f  %

* aRT 3irrT Wf^VTT ^  3TT T  ̂^
?ft ^RTvt fif^ it fW  artr 
W  T̂Tf ^  ^  ^  ^FTR ^  ÎFFRT 
iPT ir fW  ftni% ft» 3̂|T ^  finrr
pTT arftwriT ^  ^ ^  litH ^  \
Wt  ̂ % ^  ^  BITR 1 5 ^ TW
<t f  I % xTBî  Hpjir I ^Nit 

^  ^  ^  5W  I V ^ -  

pRlt V ^pnVT 5hTT ^  iTlff iAt ĝ TVt
ilTCT trSPTTWETp^hTT I ^  |{W l4

It PfiT m  5^ 5H f̂Vd^^M
^^RTW ITimvTiiit 

w  a n ^ r  i f T  v r w ,  f v ^ f t  f r c ^
3 r t r  r i f m n T ? r  ^  1 a n f t r r
^  ^  vtiftww

Bftx^rvNfc^ ^ s T R T

arr ^  f% frt, STRT# 3T^

T i f t f , 2 p n F ^ %  îfT ?|7T̂  
^  5rra TO 3tV?; -qt̂ ffT
g ftrir?5RT^RPT?r ? C T ^ I

PlJT ^  W  t  Pf  ^5T%fiF^-
^ 5 T 3 I T  ^  TT

q r  ^  # , %PrR f̂rpr f̂r %
3rFTT

^  ̂  t  ^  ^  *rf 5 fir
t^ftF^T^nr ^ 7 ^  3TT ^  ^ ♦ “d’r 1 f?PT#
Jr»iR  ^  PfTrft ^

'A v r f  tj’fT 3fVr ^t¥ Y  cfhr
wHrf ^
3TT ^ A iJT I f  Pf  ^

m  ^  t  JT? Pr^RRi 
HP|»yfa ^  t » w  P f t  % 3 f ^  i R # # ?  
^  H f a r fv v R  t  ^
15̂  fT ^ T  ^rW t I a r m i ?  ^  a r f w r r

0̂0 ^ 3 iT  in  ? / ? o
^aiT a r ^  ^  ?try^
^  ^r?T I ^  ^ a n
^  IT ?r H? STPTT̂  W  ^
^T%, arrr w f  ? p̂tt-
qfir JtTT *TV^ t  ^
V i l A  ^  TT ?ftT ^  P f  ^  IT  ̂
r<iiin-d, ir? f ^ d i ,  ^  amrnft, arnr 

% fW  ^ t  f% ^fHPrtV 
^  w^nRnrnft ¥t firr t o ,  ?ft ins^ 

n̂ to ^  I ^•nHd
WR ^  ^  ^  ¥T?5fft ^ r f ^  P f  arrr
^  arpTFR ? i v  ^  ^  5̂ rpF5T
3ftT y?fWT T̂ ^  ^Nrr
^  $̂TW ^  I ^  ^
^  i  I ^  V t  ?ft

^ a rr  fh* VTOT v r f iR  ft? fpr#
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[«ft fT̂ vr tp ]

5 I

Mr. Chairman: No doubt, the hon.
Member has been giving us very use­
ful suggestions, but............

Shri Khishna Chandra: I am just
finishing. Sir.

3 n ^  #  ^  JT? 3T? t

^  ^  «rnr
Tf^ ^  ft: %
s F ^ 9 T T f ^ i t l  3frr «i<^ni'»iirwi 
anr̂  arrf t ?i«n ft  f, ?ft
^  3TR oiPMniK

t I ^  3rf%̂ R
felT W  t  ^  TT

t  I ’T^ ’TT ?ft ^an:
’(ft R̂T t I aiTsr ̂  arf̂ R̂ I
ftr ^  wWf
?PP5ft t  'TTliT 5TR I

^  wW  % t i p ^  ^  ^
frr t  %  f
^  ̂  I «M vi<, *1̂  5 I
^ ■’il^dl ^ «h*)d) ^  Tt
f̂\r ftp '»!<( *T ĉ(»fl r«tWd

«TT  ̂«t><l ^  '3^+'l ^  PiW d '»li‘M %

-R 1 3 ik  ^
5 q- arRfipff 5T ^  t' ^  ’r̂ nmz

arf̂ P̂K t̂rr ^
(3n%5r) ^ r r f t ^ ^ 3 T R T ^ > f f  

^  =̂ rf̂  % am Ppsft ## 
f̂ nr JTT 5 T i^ T  ^ spt |.

t, am arf̂ RTRlf ^  
ftp̂ rr t  ?rt ^  w  

^  ^  Pt=pt55 r̂% I jt? ^
5TT I ^T arfMrTT »T?R-
^  'T^ ^  ^rf^ , w1rf%

5ft >ft ft , fT?r ^  'PTT f  

f% ^  are® ^  ^  ? %%ST,

^PTFT% 4  ar^ VT’TT •qî rti ^  

sfsr % T̂R?r
% 3i«5<. ^  *TT?r ^  f )

^  p "  3Tf a r f ^ ^  % 

t  f% ^  ir? arfWmc Jirrf

t  f% ^  cr '̂hFTrr % ^
% fe r  f̂ «rnT  ̂ snrt ^  eft

Tfft ^ f  I

^  r^-iiu^i ^rr^sft IT

iTf f% it' ^  vgTTTR

^  ^  Vr ^  #  arfwvTC

5  I ^  ailM 'M’Ĵ

% R̂X  ̂I ^
3rrr '̂ >**H»fl ^  s r t  5 ?ft ■d̂ *t % «i«wi 

<̂5*1 TT ^  arrr ^
f% ^ y ty RT artr ^

% ?rm  snn: ^
ftr 4)«|4 4>«H HT V f̂inT
tr#? f ,  %?yra

?ft i m # r  arfk^FK ^  f% 

^  ^jpwt TT ^r% JJT

«Ft ^  59% I IT? Ift arNvnC 
^  ^  3TR
% "K^ml ^  f?3T!T^ ^  3|Kt ^  

^  I

yTTTTfw '^t, aptT #  ^  JT? ^ 
ftr 3W ^rirst ^  ^  ^

fiRT f%?ft WCT ^  'd^+'l ’ ftr
^  f̂TJn =^Tf^ I fftspTT
=^rf^ %  ir? 5ft STT rftr: ?Rt^

I  ^  g v  97!? Ir TnsfhiVTw yr w«rf<i$ 

^  1 1  ^?rr .'i»TR *Tnr#T sfk  

FnFHfdT n 5RITJTT, r̂̂ T V 
3ft % r  Mt ^?rrf y»ffH
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' l i # ^ w 1 1  ^
f^PTf% 4 ^ fw  i T ^  5fhTlr % w  
ST, ^  ?r ^«RTr ^  I

arrsr ^  4.4-»frH?f sr? T^f 
f  I n*<V Ŵn̂ TpTZTf VT 3ft ifm- 

TTT1TT 3rm t, ^  ^  f  I 
3TT3r 3‘"V %’'5«ii'i ITT ^ î«.<rM ^  ’W 
t  I ^
f*TW ^  <M<ir« ^ I
arrsr ^  ^ srr̂ r r̂PT̂ nrf
^  fT 3nrf 3RT |3Tr f , f #  w  'n; s r  

^fe^ > r ^ =^if^ I
r̂n?t f¥hrw ^ 5̂»rrT 1 

^  ^ ! p ^  i  I

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

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 
foimd. 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 

almost b^ome 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 undergone such 
changes, and ultimately, this consoli­
dating work has had a preparation of 
seven years. A voluminous book is 
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 
madte i^^commendations, and all 
those recommendations have been 
fairly well-considered and this Bill is 
based upon them. But I fhid 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- 
pie and others concerned, he proix)- 
ses to make a nimiber of amend­
ments to the provisions of the Bill. 
He would of course do it in the usiial 
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 us, rather ttian 
keep back the whole thing, and then 
ask this House to express an opinion 
on than. No doubt the Select Commit­
tee will examine them, but it would 
have been better, I 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 
So 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 I 
already submitted, himian nature be­
ing what it is, these safeguards and 
the provisions wiU 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 ot 
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 wia(h to

say a few things which come promi­
nently before my mind. In fact, the 
conunittee recommended that there 
should be a statutory commission to 
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, I 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 maximimi 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. I 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 memorandum 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 vakU on the 
other side. The vakil 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 circimivented.

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
sible 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

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 uncalled for. I 
am not prepared to accept them.

Safeguards have been provided, 
and I do not wish to repeat then^ 
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, to my 
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 ihey 
seem to have provided against mis­
use is the power of forcing an exa­
mination when there is an oi ;̂ires8ive 
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 obstmction 
of the nnooth 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 ^ere is a 
kind of diarchy between the manag­
ing directors and the others; thft 
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 siispicion 
that in spite of all the safeguards, 
^ere may not be proi>er 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 capital and
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- 
scale industries, one corporation for 
States, one corporation for the Centre

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.

I 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 
chsuige 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 cri­
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, I appeal to the 
nrirtibers of the Select Committee 
that the provisions in this regard 
might be further examined.

C<jri 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 Lai Nehru: 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 s^  
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 counVrjrmeti which may be as 
stubborn that in which I am now 
engaged.”

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 non-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 dgaia expressed his 
feeling in this matter, and if he had 
not been killed on the 30th January 
1948, we would have seen the face of 
India quite different from what we 
are seeing today.

He said in his prarthana meeting on 
the 26th January 194S:

[S h r im a t i  K h o n g m e n  in  the Chair]

^  srflf anf

•I'ti'il ITPT
!̂SRrT«rT, 3TT3r <nwr<S>

3TT ’ i f  ^  ^

t  ftp ^  5*nTT
^  ITT, ^  %  3R 

^  55JR1T t  I

an̂ r ^  ^  ^  ^  
f , ^viTT ^nr tiif«in g3rr, sewf

•

He expresses the hope—

3TT  ̂W  arRTT ^
JPTR ^  fF  t  %  fT
*Rrr 3w ^  >rf t ,  artr ^  «r

T T 3 n % 5 ^ ^ 
rniRTOt *Ft *[5ynft ^  aRr a n w  
aftr ^  «R

I %fRff %
% mw ark M
w  g’w k  I "

This BUl has been introduced. Sir...
An Hon Member: It is *Madam’

not ‘Sir*.
Shri Sinhasan Siniii: *Machun’ and 

‘Sir*, both mean the same thing.
Mr. Chairman: ‘Sir* may mean

*madam’ but not tnce versa,
Sbri Sinliasan Singii: This Bill has 

been introduced after great considera­
tion. A good many amendments have 
already been made since 1936 when 
for the fiirst time a great part of the 
Companies Act was amended. Gov­
ernment has gone on amending this 
Act every j^ar almost without fail— 
in 1937, 1938, 1939, 1940, 1941, 1942, 
1943, 1944, 1945, 1946, and then ulti­
mately it was lastly amended by this 
very House in 1951, in which we gave 
great power of control to Grovemment. 
We 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 company law.

At first the Congress Ministry stat­
ed that we have made a CcHistitution 
for a welfare State, in whicb every­
body would be looked after, aad the 
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 of 
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, ei^ht years hayc 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. 1953, 
contains the following passage about 
the managing agency. ^

“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

investigations disclosed that the 
firm was buying fictitious losses 
in speculation with a view to re­
ducing its taxable income—a 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 ^ho did not 
know anything about the transac­
tion. The firm had in this way 
claimed very large amounts of fic­
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 proposalf....**
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 be^  a defect in the 

managing agency ssrstem. 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 a 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 arrange  ̂ to sell 
the goods produced out of the enter­
prise. He gets a commission in every­
thing. Over purchases he gets a com­
mission; over sales he gets a commis­
sion; 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 prepiises 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 
witiun those States. So, nothing can 
stand in the way of their miiltiplsring 
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 resc^Aition 
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

not do away with this eviL The 
petty shareholders do not get any 
T. A. or D. A. for attending company 
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 Of them sit round table and deci­
de everjrthing 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 shareh<^ders are not given powers 
of removal. They can be removed by 
a resolution of directors alone. But 
the majority of them will have inter- 
e?t in the agency. So the managing 
fluency 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 owq way. As 
Dr. Bande was rightly poinUng out 
the other day—though i do not agree 
with his economics— ŷou have on the 
one side an oCQcer with wide powers 
of di^osal; on the other side you 
have capitalist who knows by paying 
money he can get a profit. Naturally 
the capitalist wiU 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 effteient he might be. 
But Government has not agreed to 
this. They ha\?e 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 weU. 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......**

Shn S. S. More (Sholapur): Corrup­
tion too.
12 NOON.

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

For instance, in the Sindri Fertilizer 
Factory, an I.C.S. ofl^er who does not 
know even the A. B, C, of ammonium 
sulphate manufacture was put 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 soit 
to some shipping yard, with the result 
that all the knowl^ge that he acqu­
ired about manufacture of fertilizers 
was a waste, so f£.r ag the country is 
concerned. The other day I asked a 
question in this very House as to who 
is gomg 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 Gk>v- 
emment 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 term  ̂ of his own return, 
or his own profit. Take for instance 
the Railways. So long as the British 
were here managing them, the Rail­
way* were earning profits. But after 
we came to power we are hearing the 
Railways are losing. Sb̂  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 hands the private sector, we 
immediately find that they are not 
worked in the interest of the country. 
In between the two the people suder.

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 and Vfaioba Bhave have said 
can be run wholly on a cottage basi§. 
Take, for example textiles and sugar. 
Even if all the textile ^ d  sugar mills 
were to be closed tomorrow, the coun­
try is not likely to go naked, or with­
out sugar. So, the time has 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 ha\  ̂ abolished landlordism 
in all the provinces. But what about 
Birlas and Tatas? The time has 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 
noticed at a Party meeting that people 
who are likely to be aflfected are 
against the proposal jof 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 Bluive.

An hon. Member:
belongs to all.

So also money

Shri Stnhamn Slni^ : That is why 
Vinoba Bhave has launched on Bhoo- 
dan, shramdan and dhan dan. At 
Gorakhpur he said that God has sent 
him like 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.

Sliri Natesan (Tiruvallur): On a
point of order, Sir, 1 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. Hu Chaiidbiiri (Gauhati); On 
a point Of order. Madam, he addersses 
you as ‘Sir*. Is it in order?

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

Several Hon. Members: There is
quorum.

Mr. Chairman: Yes. there is
quorum.

Shri Sinhasaa 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 p#mi88ion 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? I 
hd>e at least the Select Committee

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 is no profit, why should the 
managing agent who is responsible lor 
no profit, get a remuneration? If 
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. I  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 Its managing 
agent, by way of minimum remunera­
tion. such sum not exceeding fifty 
thousand rupees as it considers rea­
sonable. But what is the company? 
It consists of five persons; all the five 
persons sit togeth^ and may say: ^we 
have suffered losses’ witlM>ut assigning 
the reasons. The loss is due to whom? 
But the managing agent gets his 
share. I think this section doe  ̂ re* 
quire re-consideration.

Similarly, section S29 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 in this 
Act, a company shall not pay to its 
managing agent, in respect of any 
financial year ^beginning at or after 
the commeiHiement of this Act, by 
way of remuneratio«i, whether in res­
pect of his sarviees 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..........*. I do not know
whether any other 'capacity* includes 
also the selling capacity and purchas* 
hig ea^ftdty. If it does not iwhMla 
these, then I2i per cent is a veary high
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remuneration from any account; The 
bank rate of the Government is Zi 
per cent; banks are advancing sums 
at 5 per cent or at the most 6 to 7 per 
cent But the managing agent gets 
12̂  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 is 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 them have more free­
dom; then it wiU be much better. 
When they are assured of profit, they 
will t r y  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 
windi 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 inccxne and thus 
the pr<^ts of the shar^olders will 
yez^ 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 syst«n; if that is an 
cviL let it not grow further by our 
delay. We may revert to the sjrstem 
of managing directors. The directors 
are there and they will appoint one of 
them as managing director. Let there 
be rotating managing diirectoTs for 
sometime. There witt be a compari­
son in the working and the p ^ t s  
will be shared. But in the managing 
agency sy^m  there is one family and 
it goes on making profits over 20 
factories and nobody can touch the 

. managing agency for 15 years.

In spite of saying all these things, 
I would like to say a word: the 
Members here are Just like ordinary
shareholders of this Parliament. The

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 voices 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 quote a couplet 
from a poet which shows how people 
are made to think about capitalists. 
He sajrs:

*T*he thought I think, I think 
is not my thou^t,

**But the thought of one who 
thought I ought to think his 
thought”
Shri
Shri Sfahasan Sliifli

with this.

I: What is your thought?
To do away

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 some 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 Bill which 
is under discussion there.
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The point was raided under article 
117 (1) of the Constitution which 
says—1 am leaving out ^  uxmeees* 
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 tod there are 
several sub-clauses, (a) to (f). The 
question which my hon. friend raised 
was 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 contains a provision referred 
to in sub-clause (a). Sub-clause (a) 
speaks of “the imposition, abolition, 
remi)9i|on,&]]MBraition oo: regulation of 
any tax” . The objection which was 
raised by my hon. friend was that 
Schedule 1, Table B which provides 
for the imposition of certain fees 
which are 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 impeding a 
tax and is accordingly hit by clause 
(I) of article 117.

My answer to this objection is this. 
I d  the first place it is not a 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 
oth«r pecuniary penalties, or for the 
demand or payment of fees for 
licences 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. '

BUI come within the catego^ of “ieea 
for services rendered”.

Staii S. St M«>re: Wbat services?
Shri BisinM: I shall explain. Ther^ 

fore, if I can satisfy you that the BiU 
is a Bill providing for the imposition 
of fees for services rendered, ttwn 
that will be a suflBcient answer to the 
point of order.

In the first place I have got to 
establish that these are fees. They 
have been described as fees in the 
Table. But that description may not 
be sufficient if in pttot of substance 
they aee not fees. I shall concede that 
it is open to my friend to raise an » -  
gument on ttiose lines. My submission 
is, apart from the fact that they are 
described as fees, they are in pitti and 
substance fees as c<m«eii4;>lated by 
this saving clause, and fees for aer- 
vices rendered.

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

Now, this questipn as to what is 
a fee, as distinguished from a tax, 
camk under consideration before the 
Supreme Court in two recent judg­
ments. One was delivered on the l«th 
of March, and the other is dated the 
18th of March. In both these caaes 
judgment was delivered the
same learned Judge, Bfir. Justice 
Mukiherjea, and he discussed this 
question at great l^igth. 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- 
RiBnt qf compulsion is equally pre­
sent whether the imposition is a fee 
or a tax. But there are other consi­
derations ako whidi are relevant in 
this ccnnectioo. I believe, this .being 
a new point which has been brought 
before the House, I mixht just as 
well, with your leave, read the rele­
vant portions oi this judgement:

•*We may start by saying that 
although there is no generic
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difference between a tax and a 
lee and in fact that are only 
different forms in wiiich 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 w i^  regard to various forms 
of taxation, there is an entry at 
the end of each one of tlokese lists 
as regards ‘fees* which could be 
levied in respect of every one of 
tbe matters that are included 
herein. 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 
correspcmding to suticle 110). 
“Both these Articles provide that 
a Bill should not be deemed to be 
a Money Bill by reason only ^ t  
it provides for the imposition of 
finp  ̂ or for the demand or pay­
ment of fees for licences or fees 
for services rendered, whereas a 
Bill relating to imposition, aboli­
tion regulation of a tax would 
always be redconed as a Money 
BilL *niere is no doubt that a fee 
resembles a tax in many respects 
and the question which presents 
difficulty is, what is the proper 
itest by which the one could be 
distinguished from ihe other.

*‘A tax is undoubtedly in the 
nature of a compulsory exaction 
of money a public authority 
for public purposes, the payment 
of which is enforced by law. But, 
the t>ther and equally important 
diaracterisUc of a tax is, that llie 
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 
sentence because its relevancy wfll be 
observed when I read the rest the 
judgment.

**But the other and equally im­
portant characteriatic al a tax ii, 
that the imposition is made for 
public puzposes to meet the ^ n e- 
ral expenses of the l̂ afte without 
reference to any special advantage 
to be conferred upon the payers 
of the tax.’*

Then, the judgment proceeds:

*lt follows, therefore, that al­
though a tax may be levied upon 
particular classes 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 craunon 
burdm and the only return which 
the tax-^yer gets is participation 
in the common benefits of the 
States. Fees, on the ottier hand, 
are payments primarily in the 
public interest, but for some spe­
cial service rendered or aome 
special work done for the b e n ^  
of those from whom the payments 
are demanded Thus in fees there 
is always an element of quid pro 
quo which is absent in a tax. It 
jaay joot 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 
wack for the benefit of 
certain individuals. But, in 
by the Government can rank as 
fees, there must be co-ra tion  bet­
ween the levy imposed and the ex­
penses inctirred by the State for 
the purpose of rendering sudi 
services. This can be proved by 
low in g  that on the face o f the 
legislative provision itself, tiie col­
lections are not merged in the 
general revenue but are set apart 
and appropriated for rendering 
these services. Thus two elements 
are «asential in ordw that a pay- 
nent may lie r«g«Fdcd as a fee.
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In the first place it must be levied 
in consideration of certain servi­
ces which the individuals accept­
ed either willin^y 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 m uA  stress should not be laid 
on the presoice or absence of what 
has been called the ‘coercive* ele­
ment It is not correct to say tiiat 
as distinguished from 
which is compulsory payment, the 
pasrment 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 kx>k at the Table, the fees set 
out there are for the registration Of a 
company. The fees vary according to 
ttie value of the nominal share capital. 
If it is Rs. 20,000 or Jbelow, the fee is 
Rs. 40/-. If it is more, the fee is 
higher and so cm. In a graduated 
scale, all that is set out Incidentally, 
I might say,—I beiieye I am correct 
in saying this—that these are really 
the existing scales of fees which 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 repr«>duoe8. 
except in certain important respects, 
the existing provisions which you find 
in the present Companies A ct You 
see that the fees here are the fees for 
the registration of companies of 
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 of services according to this 
Judgment However, I say that that 
is implied in the word ‘fees’ as defined 
by the learned judges. B^t, apart 
from that, the ipeclftc services whidh

are contemplated are services rei»re- 
sented by registration.

Slui S. S. More: May I ask one 
question? If the registration fees is for 
service rendered to the person by the 
Government, would the quantum of 
service change with the ad vulofnem 
value of the share coita l?

S h rt B Isw aa: As a matter of fact, ^  
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 once again.

“Thus in fees, there is always an 
element of qtrfd pro qpo which is 
absent in a tax. It may not be 
possible to prove in every case that 
the fees that are eoQeeted by the 
Crovemment approximate to the 
expenses that are incurred it in 
rendering any p a rtic i^  kind of
services...........and so on.”
Stei Bagiinramaiah (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 wiH 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- 
ticm of an unlimited company, the fee 
is Rs. 400. Surel>% the service ren­
dered in respect of a company of 20 
persons is not any less than the service 
rendered in respect O f an unlimited 
cmipany. You tiave got this position. 
While R s. 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 
impoeition of Rs. 400/- to  th e  ca se  of 
an unlimited con̂ jMuoy, on thA scovnd
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of the Suinrafne Court judgement, 
whether the disparity will not further 
illustrate 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 consideration when replying. 
He drew a distinction beiw e^ a tax 
and a fee. I would bring to his notice 
the definition of ‘̂taxation’’ given in 
article 366, ^diich has reference to 
article 110 sub-clause 1(a). The d ^ - 
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 wi^out any reference to the 
quantum of service rendered, they be­
come imposts under this parti(^ilar 
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 Rai^uramaiah. 
He is mistaken in thiTilring 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 
imiform.

Shri Biswas: The question he has 
raised 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 ofScer who 
registers a company will have to per- 
foim  the same kind dt work in order 
to register it

Triftdi: On  ̂ ppint of

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 itself a service rendered?

Shri 8. V. Runaswamy (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 Mswas: We are interested in

starting a 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 acquirje 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, I 
certainly.........

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

Shri Biswas: As a matter of fact. 
3TOU 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 
generin, they use these words ‘ ŝer­
vices rendered’*. The grant of a 
licence is also within the words 
‘‘services rendered” . As a matter of 
fact, it is a very Important service. 
I cannot start a company unless the 
company, is registered, and therefore, 
an important service is rendered to me 
and to vny 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 * important 
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 8. S. Bidre: Where is that pro­
vision?

Shri Biswas: It is not necessary that 
in every case the amount charged must 
represent the actual amount of expen­
ses attributable to that particxilar 
transaction. 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 question 
is whether this imposition .by its 
nature fulfils the definition of a 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. If it is a larger area 
or a smaller area, the rate may differ. 
Th^ rate in may differ tr<im

the rate in Bombay or in any otfaer 
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 
Question of the rates varying will not 
at aU make any difference. Therefore,
I submit that the idea ot 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 be«i 
raised.

Shri Mmgka ilali: 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 offices. May I know 
whether there is any provision in the 
Act......

Shri Biswas: I did not say that it 
did go. I say fbr 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 
not mean that they cannot be com­
pendiously regarded as fees. In every 
one of these cases the impositkm mmy 
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 
Illustrating my argument in that way, 
but I am not vouching it for a fact 
that these are collected and out into 
one fund and then distributed.

Shri S. S. Mere: May I know from 
the hon. Finance Minister whether the 
recoveries made by way of levying this 
fee form part of the Consolidated 
Fund or whether they will be k ^ t 
separately ear-marked for a particular 
purpoteT
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Shri €. D. DesfanMdch: No.

It will form part of the Consolidated 
Fund.

Shri S. V, Ramaswamy: May I say...
Mr. Chainiiaii; The hon. Member is 

not in his seat. I will net allow him.
 ̂ Shri Biswas: it will go into the Con­
solidated Fund. There is ix> other 
account into which the money may go. 
The impositions are normal imposi­
tions. There is no doubt about it  It 
io not ‘revenue’. It does net merge in 
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 Coisolidatod Fund. It 
must also come out of the Consc^idated 
Fund under the provisions cf the Ap­
propriation BilL That makes no diff­
erence. But that is not the point w hi^ 
has been raised. The point of order 
has not been raised imder clause (3) 
of article 117. That would have been 
different. I am only answering a 
point of order which has been raised 
ninier article 117(1).

Shri 8. S. Bfore; May I know fur­
ther whether the Consoliated Fund and 
the general revenue are separate pools 
distinct from one another?

Sbri Biiww: 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 
satisAed in this case. It is for a 
cifio purpose, and this money is being 
collected from specific parties, it may 
be one individual, it may be a group 
of individuals. It is net something 
which forms part of the common 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 accerd- 
ing to the Supreme Court’s judgment.

Shri Ragtiunuiiaiah! Since the Law 
Minister will not be here on Monday, 
I would request him to clarify another 
point arising out of what I have said 
already. The whole point made out by

the Law Minister is that whatever mo­
ney is collected, wtiether 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 ferm part of the general 
revenue. Now, it seems to me rather 
anomalous. When you collect from 
the various companies, 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 authmi- 
sed appropriations are made. If that 
is so, there is no question of utilising 
the amount raised from the various 
companies for the pun>ose of render­
ing service to these companies. It can 
be utilized for anything else under 
general appropriation. The hon. Min­
ister may be gocd enough to explain 
this point.

Shri T. T. Krislmamacharl: The hon. 
Member, if 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 ^ows the 
expenses on that particular demand. 
Whether the demand is reduced or not 
is purely an orthodox or budgetary 
device, but it is shown against that 
particular appropriation—that a sum 
is received by way of f ^ .  It also 
goes to the diminution of the total 
amount aUocated for that particular 
department. That is a .budgetary de­
vice that my hon. friend must be faml- 
liar with.

SbH U. M. Trivedi: The hon. Law 
Minister has elucidated the point, but 
we fe^ still that he has not tried to 
convince us In the least. We know 
this is a tax or a fee. His difficulty is 
this. He has unnecessarily confused 
himself.

Bfr. Chairmatt: May I ascertain
from the Law Minister what he has got 
to say?

Shri BHwmm I thought I had said aU 
that needs tc be said. If my bon. 
friends start raishig Questioni. of 
course. I shall an««w.
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Mr. dudmuui: Has the Law Minis­
ter flnighed wliat he has got to say?

Shri Biswas: I have nothiog more to 
say. I have explained my point.

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

Mri 8. V. Banuwramy; There are 
two or three points which 1 would 
like to add to what the Law Minister 
has said. He has not answered all the 
points that have been raised. In con- 
tinuatiM of what the Law Minister 
said, 1 have two other points.

JMr. CfcMnpm: Shri U. M. Trivedi 
is in ^ session  of the House. Let 
him lirst ^nish, and then Shri S. V. 
Bamaswamy may raise his points.

Shri U. M. Trhredi: 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 
Supr«ne Court. The fimdamental 
principle that has been enunciated in 
all these four judgmmts at the Sup­
reme Court is that in regard to ^ e  
question of fee, there must always be 
^his 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 Jbeneflt 
Of the company which gets itself reg­
istered. It is only when we render 
that service to the company whom we 
ask, that it should get itself registered, 
that we can fulfil that fundamental 
principle cA quid pro quo. If that is 
not there, then the hon. Law Minister 
is not correct in suggesting that this is 
m er^  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. 
If the hon. Law Minister had gone a 
little further, he would have beoi sur­
prised tc fiDd that clause 571 of this 
Bill very clearly lays down that all 
fees, ^ r g e s , etc., paid to the Begis- 
trar and other ofAces **shall be acco­
unts lor to the Central Government.*’

That is to say, everjrthiog will into 
the coffers of the Consolidated Fund. 
This will form the Consolidated Fund. 
Perhaps the hon. Law Minister m i^ t 
have agreed to it but he wanted to get 
out Of that position alter having rea­
lized it

Shpri Biswas: I had stated before that
wiU go into the Consolidated Fund. 

It makes no difference in the argu­
ments.

Shri U. B1 Tiivedi: The whole diffi­
culty was tiiat he wanted to sti<dL like a 
lawyer to tiiis position. Now that this 
question on of Consolidated Fund has 
been raised the Law Minister contenr 
ded *"your cbjecticm relates only to 
article 117 (3). and as that ohjectkm 
was not raised on this princqile arti­
cle 117 (3), therefore the objecUon 
which was raised must fail.” These 
are two confusing thoughts. The 
only proposition M one us is this: 
whether or not it is a Money BilL If 
it is a money BiU, ycu rewire a 
certificate. The best thing fcH* the iiOD. 
Law Minister would have been to come 
forward and say. “AU right; a inisr 
take has been committed.”

«hri rnkamm; U is not a BiU.Exospt yourself, nobody wiM say it is a 
Money BiU.

Shri U. ML Tiiie^i: The difficulty is 
this. The hon. Law Minister w«iU  to 
get out cf the diHkruUy which J|e 
self has brought to Ught, when he re^ 
lized that the fee goes into th(e CopfMih 
lidaled Fund. Article 117(3) does m  i t  
But because the ob l̂ection .has not 
been raised on that ground, the reply 
of the hon. Minister should stand. 
That ought not to have been the atti­
tude so far as the Money BiU is con­
cerned.

Shri Biswas: On a point of explana­
tion. I merely stated as a fact that a 
point of order had not been raised 
under article 117(3). That is all. But 
apart from that, even .before 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.

Sliiri 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 
Consc^ated Fund and a tax is, I am 
afraid, erroneous, for this reason: that 
no money collected by the Government 
O f India from whatever source, for 
whatever purpose, can be deposited 
anjrwhere 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 iastance, 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 Consoli­
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- 
hqt is paid directly by the Accountant- 
General to the particular body, the 
Handloom Board, and to the States, 
far the purpose oi expenditure, the 
Commerce and Industry Ministry 
handles that money. But it is general- 
against the expenditure of the Ministry.

. So, even if it is 'a fee,—we do main­
tain that it is a fee— ît cannot but go 
into 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 f^  or a cess.

Shri C. D. Deshmnkh: 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. TVivedi: Yes.
Shri C. D. Deshnmkh: The second is: 

does he .base any argument on the 
future disposal cf any income that 
may be derived from fees, because this 
income has not yet come in? It is only 
wlien the Bill is passed that the fee 
will come in. Dees he say that the

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

Shri U. M. Trivedi: No, that is not 
my contention. My contention was 
only this much. It was only in reply 
to the argimient of the hon. Law Min­
ister that because 1 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 luow how far the hon. 
Commerce Ministw is correct in his 
suggestion that all the mcney that is 
collected by the Government goes into 
the Consolidated Fund. I do net know 
whether the salt cess which is being 
collected goes into the Consolidated 
Fund; I do not know whether the 
bther cesses that are being collected, 
the coffee cess and the tea cess, go 
into the Consolidated Fund.

Shri T. T. Krishnamaehari: Every­
thing goes into the Consolidated Fund.

Shri D. 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 purpose for which this 
collection is made, then 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 a 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 
registration, is 4axation though its 
name is 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, reglsttatloa 
Itself is no benefit or service being 
rendered to anjrbodjr. That is one 
point.

Shii A. ML Th— i; You acQuire a 
particular status.

Skri U. M. THvedt: There is no qties- 
tion Of rendering serTice; there is no 
4uid pro quo. You ask him to register 
and he gets registered; be derives no 
benefit thereby nor do ycu confer any 

braeflt That is a ptiadsie iirtiich 
must *>e looked into. You go to the 
Income-tax office and pay money; he 
gives you a receU*t and fltat does not 
mean that he renders a certain service. 
In this particular instance, you go to 
the Registrar’s office and pay Bs. 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 
<juo is not there.

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

Shri V. M. Trtvedi: No, he dees not; 
it is not c(Kisidered like that. It has 

no quid pro quo. It is only on this 
principle it has to be found whether 
or not......

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 

« f  taxation by virtue of the fact that 
ultimately the moneys will go into the 

Fund and moneys will be 
got back from the Consolidated Fund. 
That question only arises by virtue of 
article 117(3).

"A Bill wfaldi, it enacted and 
brought into operaUon, would in­
volve expenditure from the Coa- 
solidated Fund of India A all not 
he passed by either House oi Par­
liament unless the President has

153 LSD.

recommended to that House the
consideration of the BilL”

So. under 117(3), if this Bill is enact­
ed and. as all the three Cabinet Minis­
ters present here have accepted the 
proposition that the funds that wHl be 
ccdlected from the registration fees 
would flc into the Consolidated Fund 
of India and it will naturally involve 
expenditure from tlie Consolidated 
Fund, I submit that on ttds ground 
also this j)ec<»ne8 a Money Bill and we 
canxiot proceed with the consideration 
thereof without a certificate being 
appended to it the Presidoit.

Skri S. V. Baaaswaaiy: My first 
point would be to add by way of 
support to « ^ t  the ben. Law Minister 
has said and that would be in reidy to 
the point raised by my hon. friend 
Mr. Raghuramaiah.

Shri Sagharaouiah: Then l  will 
have an opportunity to reply.

Shri S. V. Baauswaasy: The questicn 
has been raised whether it would not 
be a tax if the amount collected is out 
of imjportioD to the services raidered. 
With your pwmissitm. I wculd read a 
passage from Basu’s book with refer­
ence to that.

“A  fee becomes indistinguish­
able from a tax when it is levied 
at a rate h i^ r  than the cost of 
providing the services. Thtis, in 
India. Court-fees are levied not 
only by way of realising the cost, 
of providing administration of 
Justice tout also of taxing the liti­
gants, according 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 on 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- 
hient predominates and such fees 
may become tax. The fee may be 
realised in the form of a specified 
amount for the granting of a licen­
ce (if 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 persons 
whom the statute purports to con­
trol. But so long as the purpose 
or 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 of 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 
authorities imder 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.”

Saoi On a point o f
Information; can an hon. Memb^* 
marry his own wife?

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

Shri S. y. Bamaswamy: I will ccnu-  
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 
company registered so that you may 
run the company. Unless you get it 
registered through the instrumentality 
of the Registration D^artment the 
company does not come into being. 
You cannot get the ibenefit. You want 
the benefit and therefore you must pay 
for it. In that sense, it is a fee and 
not a tax.

Shri S. S. More: I am not able ta
follow the very learned argimients of 
the hon. M&Dotoer.

Shn S. V. Eamaswamy: I cannot
help you

Madam, in the course of their judg­
ment referred to *by the hon. Law 
Minister their Lordships of the Sup­
reme Court have given certain exam­
ples O f 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
poses 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 he is cal­
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— t̂he general public may not 
have any benefit whether I get mar­
ried or not, but to me it is a benefit 
and xmless I pay that fee I cannot get 
that status.........

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. 
You want to have a legal status, the 
status of a corporation and you must 
pay for tiie services of the Registration  ̂
Department for that service. It is a 
benefit. If you want to have legal 
not a tax. Nobody asks you to float 
a company, but ycu do it for your own 
benefit. If you want to have a legal 
status for the corporation, then you 
will have to pay a fee» and it is for 
that piurpose that this fee is levied 
and it is net 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 to be a Money Bill if 
it contains only provisions dealing 
with all or any of the following mat­
ters......” The emphasis is on the
word ‘only*, that it, it should ccntain 
all or any of the provisions in clauses 
(a) to (g) without any ether extra­
neous matter. This is a safeguard for 
the Upper House against the abuse cf 
the provisions *by the Lower House by 
treating ordinary Bills as Money Bills 
by adding to them some financial 
clause.

^ ^ y  clause 571 Of the Bill deals 
with I'̂ he financial matter and all other 
clauses'll deal with various other things 
as forr.nation of the company, promo­
tion, rprcspectus, form of application. 
Boarfi of Directors, so on and so 
forthii. The pc-rtion dealing with fees 
is clause 571 and this is a solitary 
claAse out of 612 clauses. Because 
thertp are other provisions dealing 
with ovjher matters, extraneous to 
merely ^ancial, 1 submit that this 
cannot treated, under article 110(1), 
as a M on^ Bill, because 611 clauses of 
the Bill dfcal with other matters. The 
third poinfc is this. The preamble to 
the Bill stsates “to consolidate and 
amend the ^aw relating to companies 
and certain other associations”. This 
is not a nev  ̂ statute and we are not 
imposing anything new, because I can 
show that Tiable B is an exact repro­
duction Of Table 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 compare 
word for word with Table B of the 
1913 Act......

Sbri V. P. Nayar (Chirayinkil): 
What about chairs?

Shri S. V. Ramaswamy: It is an
exact reproduction. Table B in the 
Act of 1913 has reference to section 
249(1) and item No. 1* i.e. for regis­
tration of a company, the fee is Rs. 40, 
and the identical thing is provided for

here and similarly all other items, are 
the same in both, and there is nothing 
new. To sum up: This is not a tax
but a f^- Secondly, the word ‘6nly* 
takes this Bill out of the purview of 
article 110(1), because there are other 
extraneous matters 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 other side is untenable, and the 
Chairman may give the ruling accord­
ingly.

Shri Ragliiirams^ah: I am very
sorry to say that Mr. Ramaswamy, al­
though he stated he was supporting 
the Law Minister, has detracted frwn 
him and he has confused' the whole 
issue now. He has raised three points, 
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 
r^sed are atrocious. He stated that 
this is not a new tax. Probably he 
forgets that whatever might have been 
copied from the old Act, there is a 
provision for the repeal of the old 
Act. For 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 course, 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 
provision 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 of compulsion, and prob­
ably he meant to isay that in every 
case where you ask for a licence and 
you are charged a fee, there Is n6
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[Shri Raghuramaiahl
compulsion, whereas a tax is compul­
sory. Instead of using 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
dered..........

Shri S. V. Ramaswamy: I will ex­
plain it myself.

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
O f 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 reasonable 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 other. The
hon. Law'Minister stated tha*-. it is a
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question of consolidation even if we 1 
charge Rs. 400 in cne case and Rs. 40 ' 
in the other. It is not a question o£ 
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 these re­
venues can be used for khadi develop­
ment or for any other purpose.

Shri S. V. Ramaswamy: I am raising 
a point C f 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).

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

Shri Raghuramaiah: The ruling is
that Mr. Ramaswamy must allow me
to 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 a question O f 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 hen. 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 goes thro­
ugh the proceedings of the de&atp 
today.
•

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




