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Shri H. N. Mokerjee (Calcutta 
North-East): May I ma-ke a submis-
sion? 1'here are certain implications 
arising out of the report whieh the 
Prime Minister has g:ven which I feel 
might very well be discussed in this 
House. I do not wish to suggest that 
anybody in this House countenances 
the idea of tampering with Foreign 
Mission5 in this country. But the way 
in which the report has been formulat-
ed--certain oblique way of even giving 
an objective report-and the implica-
tions which the Prime Minister has 
made more clear in a' statement in the 
House yesterday and also outside this 
House, they all hang together. Especial-
ly after what has happened yesterday 
and the day before in different parts 
of the country and especially because 
of the repercussions in people's minds, 
I feel, Sir, that some good purpose 
will be served if we have a discussion 
in this House. You were pleased to 
suggest yesterday that perhaps on 
account of the events of the 15th 
August, there may be some discussion 
in the House provided the Prime 
Minister is agreea-ble. I think after 
having heard him and the report he 
has given,_ if you can very kindly allot 
some time it would be helpful to all 
concerned. 

Mr. Speaker: I think we might 
consider this suggestion in a better 
rather calmer atmosphere and not just 
now. Let some time pa-ss; Govern-
ment will have time to get the correct 
in o~a ion on that point and passion. 
will cool down and then we will see as 
to whether such a discussion is at all 
necessary. 

COMPANIES BILL-Contd. 
Mr. Speaker: The House will now 

proceed with the further consideration 
of the Companies Bill. The balance 
of time left is 8 hours and 49 minutes. 

PaDdit K. C. Sharma (Meerut Distt. 
-South): ~ a  I was discussing 
about the various restrictions imposed 
by the proposed Bill. 

• One Of the objections raised is about 
"clause 197, that the remuneration 
. should not exceed 11 per cent. of the 

; profits. The objection is on the basil! ;$ 

cf logic and contradiction-how the 
interpretation of this clause is to be 
reconciled with the provisions of clause 
347, remuneration to the managing 
agent, and ~a s  308, remuneration of 
the directors and clause 387, remune-
ration of the manager; it is difficult 
and intriguing. 

[MR. DEPUTY-SPEAKER in .the Chair]. 

My submission with regard to thia 
objection is that so far as clause 197 
goes, there is nothing wrong in fix;ng 
the limit to 11 per cent. of the profits. 
Ordinarily, you have to consider that 
10 per cent. is good for managerial 
expenses. Courts of law do not give 
more than 10 per cent. for the manage-
ment of any property or estate. Ten 
per cent. is accepted as good remune-
ration for all managerial duties. 

With regard to the reconciliation of 
the various clauses, I find no difficulty 
because every succeeding clause pro-
ceeds, 'subject to the provisions of 
clause 191'. The remuneration given 
in clause 197 is the highest. That It 
will' not exeeed such and such does 
not necessarily mean that it woule! be 
the minimum. By the nature of it, it 
cannot be the minimum. So. if it is 
said that 10 per cent. can be given to 
the managing agency, it does not mean 
that 10 should be given; it only means 
that it can go up to 10 per cent. mean-
ing thereby that the various personnel 
can get up to that in the overall 11 
per cent. I again submit that 11 per 
cent. is good remuneration. 

With regard to the sum of Rs. 50,000, 
I submit that an amendment is neces-
sary and if it is found to be so after 
further scrutiny. I think, it will be 
properly amended. 

Then, I come to another aspect of 
the question, that is the provisions of 
clauses 264 and 407. An arg11ment 
has been raised that clause 264 will 
create trouble if a company makes a 
rule that two-thirds of the directors be 
elected by proportional representation 
and clause 407 that two directors be 
appointed if an app!ication Is made by 
the shareholders re-presentinlJ one-tenth 
of the voting power in cases where the 
managing agency is working In a way 
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oppressive to certain sections of the 
shareholders· or against the interests 
of the company. 

So far as the working against the 
interests of the company is concerned, 
I think the House will agree that the 
Government should step in. So far as 
the oppressil'e attitude towards certain 
sections of the shareholders is con-
~ n  I think if certain sections of 
the s ~ o s feel oppressed, then, 
certainly, the working of the company 
would neither be peaceful nor helpful. 
So, in both ways, it is necessary. If 
my s ~ion is accepted that the 
election of the directors should be by 
proportional representation by single 
transferable vote, then, these two 
clauses would be unnecessary. It would 
be better because it is accepted that 
every section of the skareholders 
should be satisfied that they have their 
say in the management of the company. 
We cannot escape this· position. There-
fore it is much better to have straight-
away a provision to elect the directors 
by the method of proportional repre-
sentation by the single transferable 
vote. 

I may add that situated as we are, 
it is necessary that the Bill should 
provide for the representation of the 
workers on the directorate. My friend, 
Shri Bansal, stated that the manage-
ment will beQOme impossible. I 
WIOuld respecttully submit that in 

future the management would become 
impossible unless you take the workers 
into confidence for the simple reason 
that 'the attitude of the workers has 
changed. They have realised their im-
portance; they have made their 
!1emand and, because they are a signi-
ficant factor in the production of 
wealth, 'their demand cannot be ignor-
ed. 

The second thing is, unfortunately, 
business managerial agency has failed 
to appreciate the conditions of the 

workers, their demands, the new out-
look on life and the position in which 
they-the workers-are placed. It has 
bum recognised long before 
that it is equally necessary 
or better to invest in the 

human material than in the machlnery 
and other factors in the building up of 
an indbstry. All over the world invest-
ment in human factor has paid, but 
our managerial system has failed to 
appreciate this. Yesterday mY friend 
from U.P. pointed out how 250 people 
are treated living in a dirty place and 
no facilitie's being given. Something 
has been done and more will be done. 
But to feed two persons is no argument 
to kill two others. The very fact that 
certain people are obliged to live under 
unhealthy conditions and are required 
to work for the production of wealth 
for the community is bad enough and 
should not be tolerated. How can we 
tolerate a person, who is producing 
wealth for the community, living in 
unhealthy conditions? Therefore, I say 
that under the present conditions it il 
necessary that the workers should be 
represented on the directorate. You 
say that if you bring the workers' re-
presentative on the directorate, then 
the company will not work. My res-
pectful submission is that if you do 
not satisfy the labour, your organisa-
tion will fail. It is better to satisfy 
them and to work in co-operation with 
them and thereby have greater produc-
tion and better work. 

I now pass on to the other clauses 
about the managing agency, of which 
so much has been talked in this House. 

Mr. Deputy-Speaker: HOD. Members 
must now hurry up as I find the time 
for closing is drawing ne4rer and 
nearer, and there are a number of 
hon. Members who want to speak. I 
will allow only fifteen or twenty 
minutes hereafter. If the hon. Mem-
bers do not come up earlier, I will have 
to request some other hon. Members 
to fill the vacancy ...... 

Paad.it K. C. Sbarma: I will conclude 
in ten minutes. 

These are the other restrictions on ' 
the managing agency which have been : 
discussed and to which objection has ' 
been taken. Clause 323 deals with the : 
power of the Central Government to, 
notify that companies ellilaged in gpecl-: 
fied classes of industry or buslDeU ' 
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sbal not have managing agents. This is 
a power given to the Government. It 
does IIlot mean that the agency in very 
industry would be finished. Only 

'certain industries would be chosen 
where by experience and scrutiny of 
the w'orking of the management, it 
would be found desirable that they 
should not have managing agencies, 
and I think there can be no objection 
to this. Clause 324 says that 81 manag-
ing agency company need not have a 
managing agent. This also is quite a 
good provision and no objection could 
be raised against it. Any hue and cry 

;against this provision is simply use-
. ess. Clause 325 empowers the Central 

overnment to approve of appoint-
ment etc., of managi."lg agents and de-
tails' the circumstances in which 
approval may be accorded. My friend. 

r. Krishnaswami, took pains to ques-
tion wby the Government should sit 
in judgment as to whether a managing 
agent is to be appointed or any exist-
ing managing agent is to be re-
appointed and how to find out whether 

person is fit enough. to be appointed 
a managing agent or not. My res-
ful suggestion is that this clause is 

ery necessary. He is to be appointed 
f he is intellectually fit and bas enough 

of moral integrity-these are the two 
criteria. A man should not be appoint-
ed if by experience he has proved 
himself to be inefficient and dishonest. 

PaadIt Thakur Das Bbaqava (Gur-
gaon) : Where is the barometer to 
judge it? 

Plllldlt K. C. Sbanaa: The barometer 
is the experience. Human mind 'has 
nothing except the lamp of experience 
to see the light. It shows the whole 
conduct and whether he i5 intelligent 
and honest. Everybody cannot be put 
in charge of big concerns and some 
necessary qualifications are to be look-
ed into. 

Clause 329 states that the term of 
office of existilll managing agents 
s o ~ be terminated on the 15th 
August 1960. My respectful submis-

on is that the term of office of exist-
in, managing agents should be termi-
nated at the commencement of this 
Act and they should be re-appointed 

by the vote of the shareholders of the 
company, because this law changes the 
entire set-up of the managing aceDCY 
system. This law has come into exist-
ence or is being discussed because by 
experience we have found that the 
system requires a chance. Once you 
have accepted that the system did not 
work well, and that the people in 
power or the managing "ents have 
misbehaved, then ipso facto it follows 
that in order to keep those men in 
office, they must seek the confidence 
of the shareholders. Mere logic nece&-
sitates that with the commencement 
011 this Act the ~ managin, 
agencies should cease to exist unless 
their terms are renewed by the 
company. Clause 331 states that no 
person shall be a managing a,ent of 
more than ten companies. I think 
experience has shown that too many 
c*>mpanies - would not )help in g6ud 
management. Of course, there will 
be ways to circumvent the law by 
having too many branches or too many 
departments, but there is no law whiCh 
cannot be circumvented. Stronger the 
lock, easier to break. 

There are other restrictions about 
whiCh my friend. Shri Som8Jll, said 
that they would be too rigid, too 
obstructive, complicated and restric-
tive. The argument goes that at a 
time when India is having an !ndus-
trial revolution, these restrictive, rigid 
and complicated provisions of law are 
not compatible wIth the situation 81 
it is or are not adjustable to the ob-
jective aimed ai. My respectful sub-
mission is that an industrial revolu-
tion without a moral revolution will 
create more ot trouble than poverty 
and ignorance have created. Great 

lDduatries give Il"Uter powers in tM 
hands of a few people, and to have 
great powers without exercising the 
minimum decencies of human life 
would be a dangerous situation. There-
fore, these restrictive, rigid and com-
plicated laws are necessary. Let me 
put forward a simple proposition-the 
more evolved a society is, the more 
comPlicated will be the law. The crimJ-
nal law is not meant for criminals; it 
is meant for the citizens. There is 
no criminal dass 8S 8Ul'h: ~ .... imlnai. 
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is the result of social environment. 
It tells you how to behave and how 
not to behave. Human beings cannot 
do what they like. They are restricted. 
They have certain responsibilities. 
They have a duty to perform, and 
thE!f'efore, the better or more well up 
you are, there should be more restric-
tions on your conduct. I suppose it 
is an honour to the industrial and 
managerial magnates that rules of 
conduct are prescribed for them-and 
they are too many ...... 

Shri S. S. More (Sholapur): This 
proposition would mean that with in-
creasing freedom, we shall forge more 
fetters. 

Pa.ndit K. C. Sharma: Take the case 
of the learned professions. How many 
rules are there fOt the lawyer? They 
are not for the businessman. For a 
lawyer is superior in soCiety. There-
fore, the more evolved a person, sys-
tem or organisation is, the greater 
would be the number of rules and the 
more restricted his activities would be. 
The finer the building the more chisell-
ed are the stones. It is not raw stones 
that are put in the Taj. So, it is not 
in derogation to any profession or in-
dustry or business that the rules are 
made too rigid. The rules are made 
too rigid so that they may progress 
well and be better. 
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SUi T. S. A. Chettlar (Tirup-

pur): When we heard the speech of 
my hon. friend Shri Somani yester-
day, I was rather afraid when he said 
that many managing agency houses 
~  thinking of not starting companies 
In the future. I do not know whether 
the news that I have heard is correct 
-that he himself has floated a com-
pany. involving a few crores with 
~ana in~ directors. I have had occa-
sIon to refer to certain statistics and 
to .see whether these amendments 
whIch !have been introduced have re-
s ~  in a lesser number of companies 
bemg floated in the immediate put. 
You know and this House knows and 
the public knows very well that the 
~ n~m n s that we are contemplat-
mg m this Bill have been spoken 
about for the last one year.· If there 
had been an effect of those amend-
ments, to a certain extent it would 
h:-ve been perceptible in the reg!!rtra-
tion of companies. Many of til-. 
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people, the big wigs, who gave evi-
dt;nce before us were very well aware 
of these trends in company legislation. 
H I may quote from the latest issue 
of the Journal of Industry and Trade, 
page 1134,88 new companies, limited 
by shares, with a total authorised capi-
tal of Rs. 15:36 crores have been re-
gistered during the month of 
February, 1955. This brings the total 
number of companies registered dur-
ing the period of eleven months in the 
fiscal year 1954-55 to 1,076 with an 
authorised capital of Rs. 227:48 
crores. During the corresponding 
period of last yellT. the number was 
l,087-not very much more--with an 
a o ~s  capital of Rs. 43:65 crores 
So, the amount involved in the regis-
~a ion of these 1,076 companies is 
nearly four times more than what was 
registered in the corresponding period 
in the previous year. Therefore, I do 
not think there is real fear that capi-
tal will not be forthcoming and that 
companies will not be registered under 
the provisions of this Bill. 

Now, coming to some of the provi-
sions of this Bill itself, the managing 
agents, as all pepole know, abused the 
measures, and I think my hon. friend 
overdid it when he criticised some of 
the provisions. I should think that 
many of these provisions are welcome. 
There are more than a hundred pro-
visions which impose a penal clause. 
I do hope that the business community 
will realise this, and I hope that there 
will be no need to use these provi-
sions. But to have these provisions in 
the Bill is perhaps the best safety for 
them not to have it used against them. 
I am one of those who believe that a 
nation cannot be legislated into 
morality. My learned friend who 
spoke before me said that before we 
have an industrial revolution we must 
have a moral revolution. I do not 
think there is any morality implied in 
this Bill. In fact, what we seek to 
do is to face certain immoralities that 
are \ obtaining in company manage-
ment. We do hope that with all these 
restrictions-though one feels, when 
one goes through the Bill, it is sicken-
ing to go through those restrictions 
which are everywhere in the Bill-

the pepole will get themselves 
accustomed to this procedure. Pre-
viously, whenever any social legisla-
tion came up, we protested against it. 
How can Government interfere with 
the private lives of people? But we 
have got accustomed to that interfer-
ence. More than that, I feel that when 
lakhs and crores of shareholders are 
concerned, when abuse§ have been 
pointed out, when committees after 
committees have pointed out that 
something must be done about them, 
the people will accustom themselves 
to these provisions while the provi-
sions may look irksome. I do hope 
that this will really result in a purer 
and better administration of com-
panies. 

Now, I would like to come to an-
other point. There was a claim put 
forward by certain sections of the 
House that representation must be 
given to labour in the dirdectorate 
According to the existing Act,-origi-
nally-the managing agents were all-
powerful. Naturally, abuses were 
lessened when a limitation on the 
powers was laid by the recent legisla-
tions, but today what is beiDg done in 
the various sections, if We see the 
provisions from a large point of view, 
is to enlarge the powers of the 
directors, to enlarge the powers of the 
shareholders and the general body so 
that they will be able to have a better 
and greater control. To me, Mr. 
Deputy-Speaker, when we come to see 
labour as a fourth estate, if I may 
say so, which wants to claim power 
in the management, when we want to 
seek to limit the profit and remunera-
tion of the directors and the manag-
ing agents, I should think we should 
have a greater and a larger 
view and see how those 
profits are made. These profits 
are made not only due to the 
cleverness of the managing agents, not 
only due to the Utvestment of capital 
by shareholders, not only due to the 
output of labour but by the set-up of 
protection which this country gives to 
them. Protection is given in certain 
cases; imports aTe made in certain 
caleS to develop the industry; exports 
are permitted to develop Industry. aDCl 
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so, to my mind, all the profits are not 
due merely to the capital, to the 
management and to the labour but 
also to the protection which the State 
provides. In these circumstances, why 
should we not ~n mp a  a limita-
tion on dividend. I know even this 
year there have been companies who 
have given 30' per cent. dividend or 
who have given more than 30 per cent. 
dividend. Why has it happened? Be-
caouse the economic set-up of the coun-
try has been such. To me, on any 
investmE!nt, 12 per cent dividend is 
about the maximum which must be 
given in any company. If the profits 
that are due to those companies are 
out of the set-up that has been provid-
ed in this country, I do not see any 
reason why we should not put a limi-
tation on the dividend; if we can put 
a maximum limit on the profits, I 
should think that the community must 
be enabled to reap the benefits of 
those higher dividends which it may 
get because of the protection and the 
c1rrangements that the state makes for 
the running of those companies. 

My friend who $9oke yesterday said 
that economic policy should not be 
confused with company legislation. I 
say that company legisla1Aon, as is 
being contemplated in this Bill, is not 
only consistent with, but tries to en-
force. our economic policy. It is stated 
that the Companies Bill is a handmaid 
for enforcing our economic policy. Not 
only should we put a limit to the re-
muneration of managing agents, as we 
have done rightly, but we should put 
a limitation On the amount of dividend 
to be given. I should think that 12 
per cent. dividend is about the maxi-
mum that should be allowed. After 
all, it is an unearned profit as far as 
the shareholder is concerned. In a 
socialistic pattern of society, the 
human material must have greater 
value and capital must have a lesser 
value, though it must also have some 
value. 

Let me come to the next point of 
labour being represented on the Board 
of Directors. To my mind, labour is 
a very important element. But I must 

also say that as we have seen from 
reeent trends, the root cause of trouble 
is the go-slow policy which has been 
adopted in some cases, I shall be 
happy if the wage of labour is inter-
oonnected with the ~ o i s  of the 
company, so that if the profits go-
down, the wages also will go down up 
to a certain point. This will ensure 
that the labour will be interested in 
the greater production of the com-
pany. We have heard about Russia. 
In Russia labour is being associated 
with the industry in order to increase-
production and not to decrease pro-
duction. Therefore if we should con-
nect labour with management, it 
should be to find ways and means of" 
increasing production and not merely 
to claim a larger wage. Today if some-
thing wrong happens to a compllIl7 .. 
some people seem to enjoy it. That 
is not the approach which labour 
should have. If the wages given to 
labour are connected with the profits: 
of the company and if the wages are 
cut subject to a minimum, I believe 
then only will they have a real interest 
in the progress of the company. r 
should think that if representation is: 
to be given to labour on the Board of 
Directors, it must not be an irres-
ponsible representation, but 8" res-' 
ponsible one dependent upon greater 
produce and a~  output. 

I would like to deal with certain as-
pects which have not been mentioned' 
in the previous speeches. I may. in 
this connection, be permitted to refer 
to certain clauses of the Bill. Com-
ing to clause 613, in the pattern of 
industry Which we contemplate, we 
aTe bound to have more and more 
companies which are called Govern-
ment companies. According to our in-
dustrial policy, certain aspects of in-
dustries have been reserved for Gov-
ernment management. Clause 614-
\1!"ovides that, 

"The Central Government may 
by notification in the Official 
Gazette direct that any of the 
provisions of thls Act shall 'I1ot 
apply to any Government com-
pany." 
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I hope that the Finance Minister 
will indicate in his reply the provi-
S10l1i; from which he expects the Gov-
ernment companies to be exempted. 
We would like to have not only an 
indicatiOn of that type, but we would 
a.so wish that a very important matter 
like this should not merely be dealt 
with by a notification by the Govern-
ment but should gO for consultation 
to the Advisory Commission mention-
ed in clause 409. Clause 409. as he 
may be aware, provides for the ap-
pointment of an Advisory CommissioD 
and clause 410 mentions the sections 
under which cases may be referred to 
that Commission. Clause 614 does 
not come under clause 410. 1 think 
that it is very important that a noti-
fication like this should be made only 
on the advice of a Commission COD-
stituted by Gov.ernment which is con-
s:dered to be composed of great ex-
perts in this matter. 

I would also like to refer to the 
opinions of the Comptroller and 

Auditor-General circulated to the Pub-
lic Accounts Committee. He has point-
ed out certain very important aspects 
which do not find a place in the BU!. 
He very rightly .. ays: 

"There is no provision requiring 
Government to place the accounts 
and audit reports of each such 
Government company before the 
Parliament or the State Legisla-
ture as the case may be. This ap-
pears to be contrary to the 
declarations made by Government 
from time to time in the Parlia-
ment. In his speech on the 11th 
December. 1953, on the control of 
public corporations etc. before 
Parliament, the Finance Minister 
stated inter alia that In case of 
limited companies, audit by the 
Comptroller and Auditor-General 
shall be obligatory and his report 
will in the usual way be submitted 
~ the Parliament and it is 
scrutinised by the P.A.C. The 
~nan  Minister also stated that 
1he budgets of these companies 
.rIU also be placed before Parlia-
ment and If so desired by Govem-

men!, by providin& a suitable 
clause in the Companies Bill." 

1 am sorry that bas not been done 
in the provisions of the Companiea. 

Bill. There is no provision for giving 
the Comptroller and Auditor-General 
the right to arrange for external audit; 
he should have the right to examine 
the accounts of Govetnment com--
panies. Also, it has not been provided 
as to how the auditors will be appoint-
ed under this Act. To avoid 
favouritism and public criticism. only 
qualified auditors should be appointed 
in consultation with the Comptroller 
and Auditor·General. and I should 
think that amendments on the lines 
suggested by the Auditor-General 
should be incorporated in the Bill. 

1 now come to another clausec 
which has also not been discussed yet. 
Clause 610 deals with the application 
of this Act to insurance. banking, 
electricity and other companies gov-
erned by special Acts. This House-
knows that there is the Insurance Act 
and the Banking Act under whiCh a 
certain method of maintaining ac--
counts is being prescribed. The in-
surance companies are under the 
surveillance of the Superintendent of 
Insurance and the banking companies 
are under the surveillance of the Re-
serve Bank of India. But now we are 
forming a department separately for-
the administration of company Jaw. 
The insurance companies and the 
banking companies are al so com-
panies. We should consider whether 
it is not right that with regard to 
certain aspects-I mean certain non-
technical aspects-of the company 
management. all these companies 
should not come under the same 
management as the Department which-
the Government of India are going to 
form _ Coming to this department,_ 
there are nearly 94 clauses which pro-
vide for interference of Government 
in company administration. Of these-
94 clauses, some deal with very im-
portant matters 'aIld there are also 
some clauses which are -not so impor-
tant. I should think that this depart-
ment should work in a quasi-judicial 
way with set principles before them 
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Bnd als·) have precedents. They should 
publish these precedents if necessary, 
30 that the public may know that on 
the same facts, one decision is given 
in one case and another decision is 
not given in the other case. I think 
that developing good precedents in 

company law administration is of the 
utmost importance. I· hope that the 
department which Government pro-
pose to set up will not be wooden. I 
should also think that it will not be 
regarded as other departments of Gov-
ernment where interference may be 

possible; this department should func-
tion as a quasi-judicial body with 

precedents to guide them. While doing 
so, they should take the advice of the 
Advisory Commission mentioned in 
clause 409 as much as possible. The 
clauses referred to in clause 410 are 
not sufficient. They must be consider-
ably increased. Even clause 323 which 
refers to the notification of industries 
in which managing agents need not be 
appointed, is not included. To my 
mind, this is a very important clause 
aml. in these matters, no executive 
decision should be taken unless the 
advice of the Commission is taken. 
They must also develop a tradition 
that as far as possible, the advice of 
the Advisory Commission will be ac-
cepted, because, I do not think that 
really competent people will serve on 
the Advisory Commission unless their 
words are given weight. Government 
nominate the members of the 
Advisory Commission. It is not an 
elected body. The Government choose 
the best men in the business com-

munity for the Advisory Commission. 
So, we must develop this tradition that 
the Government will accept the advice 
of this Commission, though the de-
tails will necessarily have to be work-
ed by the department itself. 

1 P.M. 

Coming to the question of Secre-
taries and treasurers, referred to in 
clauses 378 to 383, these are put for-
ward before the House as an alter-
uative management to the managing 
agency system. It is true that there 
are import .. t diiferellces between the 

secretaries and treasurers and manag-
ing agents. These people are not re-
presented in the directorate; they can-
not nominate anybody in the 
directorate. Their remuneration is 
limited to 71 per cent. Still I think 
that certain restrictions which apply 
to the managing agents should also 
apply to the secretary and treasurer. 
The restriction that no company' can 
be the managing agent of more than 
10 companies should as well apply to 
the secretary and treasurer. The 
amount of management that one can 
do depends certainly on the organisa-
tion which he has at his disposal. But, 
we generally think that for . any 
organisation to be the manaiing agent 
for lO companies is good enough. If 
we think so in the case of the manag-
ing agents, I should think that that 
should· be so in the case of the secre-
tary and treasurer also. There is an-
other matter with regard to the secre-
tary and treasurer which some people 
might refer to. That is, that the noti-
fication referred to in clause 323 must 
also apply to the secretaries and 
treasurers. 

An HOD. Member: Yes. 

Shri T. S. A. Chett1a.r: My hon. 
friend says, yes. I think power may 
be taken by the Government. As the 
secretary and treasurer are offered as 
an alternative management to om~ 
pcmies instead of the managing agency, 
I do not think . there will be much 
point in saying that we must abolish 
these also. Because no other alter-
native management has been suggest-
ed. The managing director is there. 
The managing director is aiso as good 
as the managing agent. 

Another point which has been very 
much discussed in this House is about 
the system of proportional representa-
tion under clause 264. To my mind. 
it will be wrong to say that every 
company should elect the directors on 
'the principle of proportional repre-

sentation. It is a new thing. Even 
in the United states which has been 
referred to, it is only in a very few 
states that it has been introduced. In 
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a large number of States. it is an 
optional matter. We must leave the 
ques,tion of proportional representa-
tion for election of the directorate on 
an optional basis. so that. if the share-
holders want. it may be adopted. 
Nothing prevents them from amend-
ing the articles of 8.ssociation in a 
Special meeting. The Bill as it is, 
providing for it on an optional basis. 
is good enough. I do not think we 
should go to the extent of making it 
compulsory. 

Another important aspect of com-
pany law is covered by clauses 84 to 
87 which provide for two kinds of 
capital. The House knows that there 
are other kinds of shaTes under the 
existing Act. The Joint Committee 
have thought it fit to amend the law. 
so that there will not be any other kind 
of shares with extra privileges. There 
will be only two kinds of capital. 
equity and preference. What I do not 
like is the savings clause. that is, 
clause 89 which says: 

"Nothing in sections 84 to 88 
shall (a) in the case of any shares 
issued before the commencement 
of this Act. affect any votini rights 
attached to the shares save as 
otherwise provided in section 
88 ....... .. 

From the commencement of this Act, 
a-s has been provided in certain other 
cases, 3 years' time must be provided 
and after that no extra voting rights 
should be given. The only two kinds 
of shares provided in clauses 84 to 88 
should obtain in all companies after 
the three years provided in the Bill. 

The notifications under clause 323 
are placed before Parliament. But, we 
must make sure that not only are they 
placed on the Table of the House, but 
that the House is enabled to discuss 
them and move amendments so that 
the House may express itself on this 
question. Placing On the Table of the 
House may not mean that amend-
m n~ can be moved, the matter can 
be discussed and the House can ex-
press itself effectively on this. I do 
Dot think I have many more things to 
aay now. There are certain detailed 

matters about which I shall speak at 
the time of the discussion of ~ 

clauses. 

Mr. Deputy-Speaker: Shri V. B_ 
Gandhi. Hon. Member will be sweet 
and brief. 

Shri V, B. Gaudhi (Bombay City-
North): I shall try. 

The Finance Minister. and the Joint 
Committee deserve compliments. The 
Bill before this House is a big job well 
done. Many good things ha ve been> 
achieved by this Bill. 

I shall mention that the first good 
thing .coming out of this Bill is the 
provision for disclosure of informa-
tion. This disclosure is going to be 
the fullest practicable and also, this 
disclosure is going to be made in the· 
prospectus. in the balance .sheE;t as-
well as in the profit and loss account. 
This provision is goinlt to Drove a 
very valuable safeguard for the 
shareholders, for the creditors and 
for the investing public. There is the 
abolition of the disproporEonate vot-
ing rights. This provision again. ..vill' 
remove an old source ef injustict' and' 
oppression. Thirdly, there is a pro-
vision whiCh limits the pniod of the-
renewal of the managing agency to 
only 10 years. So, under this previ-
sion, the managing agents will 'lave 
to go before the shareholders to get 
their consent for a renewal. And this 
provision again will he1.o to eliminate 
all practices which anlOunted in 1 ~ 
past to serious abuses. 

Then, there are other provisionS' 
for the Government to investigate. 
There are provisions for shareholders. 
to apply to courts in ~as  of opDres-
sion and in cases of prejudicial manage-
ment. Finally. there is al .. o the P;C/-
vision in clause 407 lor (Tovernment 
to intervene and to apDoint two direc-
tors and to prevent oppression and 
mismanagemenC Some of lhese provi. 
sions did' exist in the 1951 amending 
Act, but they are now emphasized 
and strengthened. These provisions, 
therefore. are very welcome, and the 
combinE'd effect of all these will bP 
to improve the re.cuIation of joint 
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·&tock companies. But, even the best 
>of laws have to be administered 
effectively, and there is a belief, among 
those who know something piJout the 
regulation of joint stock companies-
a belief which exists not only in om-

-cial circles, but also in company eir-
des-that the existing Act was by no 
means inadeq\late to ~a  with situa-
tions that arose in the past. If only 
it had been administered with great. 
-er energy and with greater resolution, 
perhaps we could have improved the 
:t"egulation very materially. 

In this Bill we get ~11 i:npression 
that the whole scheme of it is directed 
towards dealing with the big men 
.among the managing agents, the bl.g 
ones among joint stock companies. 
The very fact that a provisicn has 
been inserted fixing the minimum re-
·muneration that could' be allowed 
when there is no profit at a figure of 
11s. 50,000 shows that the kind of 
:managing agents and the kind of joint 
:stock companies that are there in the 
minds of the framers of this Fill are 
"the big ones. The minimum remunera-
tion is to be Rs. 50,000 and to avoid 
·the necessity to have to take advantage 
-of this minimum remuneration, the 
oCOmpany wo,uld have to have a profit 
'normally of about Rs. 5 lakhs and 
more. There are in this count1:Y 
among the 29,000 joint stock compani-
es registered, a very large propor· 
·tion of companies which are small 
~ompani s  

Take again, the provision that limits 
-the number of managing agencies that 
·8 pel'son could hold to ten. There 
again it is clear that the managing 
agents that this Bill has in mind and 

"Which the Bill is taking care to deal 
with, are the big ones, the ones who 
bave ten managing agencies or more. 
:But we know a vast majority of the 
companies out of the 29,000 register-
~ companies are managed by people 
who probably have only one company 
to manage. New, with all these 149 
lienal clauses in this Bill. with all the 
~  clauses in which some kind of 

Government approval haS to be secur-
ed by these companies, with all the 
restrictions and prohibitions that are 
there Sllread over so many clauses, I 
am afraid that this Bill is going to 
work hardship on the small compani-
es. 

This Bill has its s o omi~s  as a 
Bill of this siZe and this importance 
Is bound to have. First, there is 8 

. tendency in this Bill to place very 
wide pewers in the hands of Gov-
ernment without providing a proper 
check over these powers. Secondly, 
there are provisions regarding manag-
ing agency and some others which 
are characterised by indecision' and 
vacillation. Thirdly, there are provi-
siOns in which unnecessary rigidity 
and dogmatism have been introduced. 
I am referring here to clauses like 
those on minimum remuneration and 
also those that fix or limit the number 
of managing agencies that a person 
can hold. Then again, while we have 
been pleading for safeguards 

Mr. Deputy-Speaker: The han. Mem-
ber does not want any limit, is it? 

Shri V. B. Gandhi: I do want and 
I am presently going to show that that 
limitation may be brought about in 
some other way rather than by hav-
ing a very rigid provision of the kind 
we have in the Bill. 

While pleading for safeguards for 
the shareholders, what we have really 
accompllshed is that we have com-
pletely eliminated the shareholder 
from the picture. The shareholder'S 
rightful role as the virtual owner 
of the company has been reduced al-
most to a shadow. And lastly, the 
definition of Government companies 
needs to be made more comprehen-
sive, and also the duty should be 
clearly laid on Government to place 
the reports of the Comptroller and 
Aumtor-General on Government com-
panies before Parliament. 

Talking about these wide powers to 
Government, as I have said, as many 
as 94 clauses are there in this BID 
which require managing agents and 
companies to go to Government to 
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secure some kind Of approval from 
Government. I do not want to sug-
gest I that Government should not 
have these powers. Probably over 80 
or 85 of these clauses are necessary. 
Aft.er all, Government is the repre-
sentative of public interest. Govern-
ment represents the interests of the 
<!ommunity and as such, it should be 
armed with powers and enabled to 
step in in cases where gross abuse 
exists. But, after all, how does Gov-
ernment function in these matters? 
Government can function only through 
a department. Here, I would like to 
add that we believe that such officials 
as Government may entrust with the 
task of a minis in~ this law in this 
Dep:lTtment could be men of integrity, 
and could be just as able' and just as 
efficient as we can desire. Even 
then, the fact remains that these offi· 
cials will be taking decisions, and 
they would not be, naturally, respon-
sible to the shareholders, while their 
<l.ecisions would have to be carried out 
by the managing agents and directors. 
who would in their turn be responsi-
ble to ttJ.e shareholders. And in the 
nature of things, we do not expect 
Government officials to be responsible 
to the shareholders. But the other 
fact remains just the same. I am, 
therefore. opposed to giving such wide 
powers to the executive without pro-
per checks. 

I also would urge that ih specified 
matters, the decisions of Government 
should be subject to appeal in a court 
{)f law. We may fear tlie excesses of 
managing agents. But we must also 
avoid the risk Of indiscretion by an 
uncontrolled executive. I would, 
therefore, urge upon this House to 
insist on proper safeguards by provid. 
ing that at least in a few specified 
-cases, there should be provision for 
the decisions being subject to appeal 
in a court of law. 

I now come to some of these provi-
sions in whiCh unnecessary rigidity 
has \ been . introduced. I am referriDe 
first to clause 197. This clause pro-
vides that the minimum remuneration 
should not exceed Rs. 50,000. Why 

do we have this clause at all? Why 

do we need it? It is claimed that 
ninety per cent of the companies are 
small and would be covered by tIiis 
limit of Rs. 50,000. Very well, then 
they do not need this limit. Then, 
that leaves ten per cent of the com-
panies. These ten per cent also are 
going to be companies to which this 
limitation is not goin.!! to be applied 
outright. Their cases are going to be 
considered C'n merit; c;ses of what 
they call bona fide hardship are going 
to be considered by Government, and 
the limit relaxed. So then, where is 
the fun in having such a very rigid 
clause, which for ninety per cent of 
the companies is not needed and which 
for the remaining ten per cent h not 
going to be applied and is going to be 
re:axed after consideration by Govern-
m(nt of bona fide hard cases. 

Shri Barman (North Bengal-Re-
served-Sch. Castes): May I ask the 
hon. Member whether he has changed 
his mind since the submission of the 
Joint Ccmmittee's report? These are 
changes that he is pointing out after 
the submission of that report. The 
hon. 'Member was himself iii Mem-
ber of the Joint Committee. 

Shri V. B. Gandhi: Am I not free 
to express myself? I hope I am. We 
are all in favour that the manaem. 
agents should be prevented from hav-
ing excessive rumeneration. 

Mr. Deputy-Speaker: As far as 
possible, it is expected that hon. Mem-
bers who are parties to the Joint Com-
mittee's report, and who have not ap-
pended any minutes of dissent, will 
stand by their recommendations, un-
less it be a matter of very minor im· 
portance. Matters of this kind which 
are very important, namely whether 
there should not be a mUllmum or 
a maximum, that it is neither 
useful to the one nor harmful 
to the other, etc. ought to have been 
raised there, in order to give an oppol"-
tunity to the House as a whole to ap-
preciate, accept or reject that kind 
of recommendation now. 

Shri V. B. Gandhi: I shall try to 
moderate my thoUithts. As I said, we 
are not against limiting it. 
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Mr. Deputy-Speaker: I am not 
here to give any directions. in this re-
gard, but normally the House will ex· 
pect hon. Members who have given 
certain recommendations to the House 
through the Joint Committee to stand 
by those recommendations, and to say 
as to why in the face of opposition, 
t.hese recommendations have been 
made by them. That side must be 
placed befure the Hotise by them. It 
is open to other hon. Members who 
'have appended minutes of dissent to 
say as to Why their view ought to be 
accepted. It is for the other hon. Mem-
bers to accept or not to accept. 

Shri Kamath (Hoshangabad): He 
might have changed his mind since 
then. 

Shri V. B. Gandhi: I wholeheartedlY 
support the principle of limiting this 
remuneration. My only plea is 
whether without being so rigid as we 
appear to be in clause 197 we could not 
do it in some other wfJ:Y. 

Shri S. S. More: My question is this. 
Did the hon. Member raise this point 
before the Joint Committee? 

ShrJ V. B. Gandhi: What I am 
suggesting is that it would be interest-
ing to see if we could not do that 
through clause 325 (2) (b), I shall 
read out the relevant portion of that 
clause. Without bein,g rigid, Govern-
ment have the power, and could have 
the power; and my suggestion is that 
we could perhaps use this. Clause 325 
reads like this: 

"In respect of any company .... 
a managing agent shall not be 
appointed or re-appointed,-

(a) ...... 

(b) unless the approval of the 
Central Government has been 
obtained for such appointment or 
reappointment." 
In sub-clause 2'(b), we have further 

this provision, namely: 
"The Central Government shall 

not accord its approval under sub-
section (1) in any case, unless it is 
aatisfied-

(a) 

(b) that....the conditions of the 

managing agency agreement pro-
posed are fair and reasonable; ... ". 

Here, probably Government could 
have an opportunity to regulate this 
remuneration questionJ without 
having a rigid provision as in clause 
197. 

I would say just the same thing 
about clause 331 also. It is also rigid, 
and it is goin!: to present difficulties. 
It provides that a person cannot hold 
office as managing agent in more than 
ten companies. The problem is defi-
nitely going to be oj) too many, too few, 
too large and too small. In some cases, 
ten would prove to be too many; In 
some other cases, ten would' prove 
to . be too ~  There may be compa-
nies which are too large to be taken 
up in ten, and all that. After all, the 
question has to be decided on the 
ability and capacity of the managing 
agents. And when we measure this 
capacity, we have to consider the 
kind of staff the managing agent 
has, the organisation, the experience 
that he has, the finance at" his com-
mand and the credit he has in the 
market. Here also, my plea is that 
Government 'could see if they could 
not bl'ing about this very desirable 
limitation by other means. Here 
again, let me repeat that I am in 
favour of limiting the number of 
managing agencies that a person 
could hold. But I suggest that by 
exploring the possibilities of using 
the power under clause 325 (2) (b), 
Government could do it without this 
rigid limit of ten. They could say 
to a managing agent, 'You can 
manage only five companies, con-
sidering the size of these companies, 
Or considering the size of your orga-
nisation, or considering the level of 
your finance and credit, and so on'. 

Now, I come to the question about 
the managing agency. We, of colll'le. 
are free to end the managing agency 
system. if we so choose. But can we 
do it now? I am sure We all agree 
that we can hardly do so now (Inter-
ruptiOns). Suppose we have a man 
in our service whom we have decid-
ed to dismiss after some time. Now. 
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we do not say to him, 'you are dis-
missed. Now go on and do your work 
and show your best results'. We do 
not do that. We just keep our decision 
to ourselves and communicate it to 
him at the proper time. I think it 
is a little premature for US to start 
talking about ending the system, if 
we 'Ire ~o  ~  that we ~ n reallv ..... . 

Shri S. S. More: Does that mean 
that Government have already decid· 
ed the time by which managing 
agency would be liquidated, and 
they are only keeping it secret for 
the purpose of not offending the 
managing agents? That is the sugges-
tion made by the hon. Member. 

Shri V. B. Gandhi: WhateTer I 
say, does not bind the Government. 

Mr. Deputy-Speaker: Every hon. 
Member who sits on that side doel 
not speak on behalf of Government. 

Shri V. B. Gandhi: Now, we know 
that managing agencies still have 
work to do lor us.' Here there are 
900 crores of rupees Of the people's 
money mvested in 29,000 companies. 
Now, their wo!"k has to be carried 
on. And let us not forget tbat the 
work is increasing. Every year about 
a thousand more new companies are 
being reeistered and about Rs. 50 
crores annually, on the average, are 
being invested. Now, this work 
cannot be let down and we cannot 
end the system unless we have an 
alternative system of management 
ready and available at hand. That fa 
not all. In our Second Five Year 
Plan, we are puttine additional work 
to be done by the private sector. 
Here we say that of the total invest. 
ment of Rs. 2200 crores, in the pri. 
vate sector so much has to be done. 
Out of Rs. 2200 crores, about Rls. 500 
crores are expected to be invested 
in industry, mining and transport, 
and that probably will have to be 
done, through the agency of joint 
stock companies, and, therefore, also 
through the agency of managinp' 
agents. If we expect all this work 
to be carried on by the joint stock 
company system as a whole, I do 
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not know if it is part of wisdom to 
start shuuting about ending this ~ 
tern at this stage. I say BRain that 
we are free to end it, if we choose 
to do so. I do say that the managiDi 
agency system is not indispensable 
it can be replaced. The question ~ 
whether we are in a position to replace 
it today. In this Bill, we have provid. 
ed an alternative form &f management, 
in the shape of secretaries and trea-
surers. In my view, this new form of 
management is really not much differ-
ent from the managing agency system. 
It is almost the same thing under a 
new name. But let us not quarrel 
over names and phrases. 

Then I would say a word about the 
recommendation of the Company Law 
Committee for a separate 
statutory authority. The Company 
Law Committee has recommend· 
ed a seperate statutory authori· 
ty. The Joint Committee has not, of 
course, accepted it. What is the 
alternative to a separate statutory 
authority? The alternative clearly is 
a government department. Now, such 
a department has already been creat· 
ed, and a iovernment department, 
to carryon the administration of 
joint stock companies, is something 
which we can understand .as logical. 
But then also we find that the old 
Advisory Commission is beini retain· 
ed. I do not understand why this Ad· 
visory Commission is being retained. 
How is it going to be very different 
from a section of the department or 
from a research section or inquiry 
section of the department, if they 
were to create one s ~ Because after 
all, the value that can be attached to 
the reports or the results of the 
inquiry Of such a research section or 
inquiry section of the deparbnent 
would not be very different from the 
value that they are likely to attach 
to the reports or the results of the 
inquiries made by the Advisory Com· 
nusslOn. So it :5 just a meaningless 
appendage, as it is, and I de not see 
why this department should be asked 
to stand on two stools. 

Mr. Deputy-Speaker: I have already 
given the hon. Member 30 mi-1\1tes. 
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Shri V. B. Gandhi: May I have 
flve minutes more? 

Mr. Deputy-Speaker: Yes, There-
fore, I must ring the bell ten minutes 
earlier. 

Sbri V. B. Gandhi: Thank you I am 
very appreciative. 

Shrl S. S. More: We are discussing 
company law.' Some bargaining must 
I)e permitted. 

Shrl V. B. Gandhi: Again I say 
that a statutory authority can give 
expert attention to all these problems. 
It can give objective consideration to 
all the problems that come before it. 
lt is said that the administration of 
joint stock companies involves con· 
sideration of questions of policy. 
When that is said, I am afraid they 
are hardly convincing. The pollcy 
has already been taken into considera-
tion when this particutar shape was 
given to this Bill. Now, the Bill is 
there, it has been passed, and it will 
be the duty either of the department 
of the Government or of the statutory 
commission to carry out the provisions 
of the Act. So I do not think that tbat 
is a very valid objection to having 
this administration entrusted to a 
separate statutory commission. Since 
the Go'vernment have not arcepted this 
recommendation of the Company Law 
Committee for a seoarate statutory 
commission, I would suggest that this 
House should insist on a provision 
that we should make the decisions of 
the department, as I said, in certain 
speclfted matters subject to appeal in 
a court Of law ~ 

Then I will just say briefly that the 
deftnltlon of 'Government company' 
deals only with companies which have 
a share capital of 51 per cent subs· 
cribed from government funds. What 
I would say Is that there would be 
companies in which 51 per cent and 
more of go.,ternment funds would be 
invested not in the form of share capi. 
tal but in the form of, say, debentures. 
loans and various other kinds of 
assistance. There would also be com-
panies in the term 01' government-
owned ~ po a ions such as the new 

development corporations-fway gov-
ernment.owned-which are going to be 
started. These corporations may make 
loans and advances to companies 
which would make more than 5lI per 
cent of share capital. Shouldn't they 
be brought under the scope of this 
provision so that the other provisions 
and requirements may be applicable 
to them? Therefore, I would suggest 
that this question should be considered 
and the deftnition may be made more 
comprehensive. 

Finally, the provisions on this 
subject are not very clear about the 
duty to be laid on Government to 
place before this House the comment/! 
and any supplementary reports which 
the Comptroller and Auditor-General 
may have to make on these govern-
ment companie'l. That should be made 
very clear and obligatory, and there 
should be no doubt about it. It will 
also be necessary to give powers 1.0 
the Comptroller and Auditor·General 
of India to have access to - accounts 
and to papers· of these government 
companies. No such provision seems 
to be there in the clauses that are 
before us. 

With these shortcomings, the Bill 
is, by and large such as should receive 
the support of the House. .. ~  ~ ~ ~  
~~~~ ~~~ 
~~~  ~~~~ 
~ ~ 3flAT I[tfi ~ ~ ~ ~ 
tl ~p m  ~~~~  
~ am I:ti:t, "SI'N: ~ q- -q- ~  

~  ~~~~ ~ n 
~~~~~~~  
~ ~~ ~ IllIi m. 
~am~~~~ ~ 
~  a mm~am~  
~ ~ ~ ~ ~ ~ ~ 1'f1rr, 
~ 1 1 ~m~ ~~ 
~ ~ ~ ~ 15q'!'q'R am ~ ti 
~~~ m~~1 ~
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en ~ ~ t1lfT t ~ q "fA" .,Ic:'l<iillr C 
~ ~ ¥1?l'\'Iq> Q4Itic:'I"c ~ tr· 
~ i  ~ ~ ~ ~ ;f ~ 

~ ~m~~~~~~ 
i ~~~ ~~~~ 
~ m~~ n a 1  

en f : 
.. ( I) In respect of. any company 

to which neither the prohibition 
specified in section 323 nor that 
specified in section 324 applies. a 
managing agent shall not IN ap-
pointed or re-appointed,-

(a) except by the company in 
general meeting, 

(b) unless the approval of the 
Central Government has been ob 
tained for such appointment or 
re-appointment. 

(2) The Central Government 
shall not accord its approval under 
sub-section (1) in any c8l!le, unless 
it is satisfied-

(a) that it is not against the 
public interest to allow the com-
pany to have a managing agent;" 
etc. 

.,f <rtf ~ ~ .,1c:'l<iiI!llS ~ "fA" 

ofic:'l<iiI!lC If' ~ ~ ~ <I'TEf1' #1 ~ ~ 
~ '* ~ ~ ~ ~ ~ .,ltl<iiI!lC 
f am lli! "fA" .,Ic:'llillr C , .... 

Mr. Deputy-Speaker: 'Notifiedl , refers 
tc. the whole class of managing agents. 

PaDdlt 'ftakar Das Bharpft: Kind-
'v go through this clause: 

"The Central Government shall 
not accord its approval under sub· 
section (I) in any case, unless it 
is s2usfted-

(a) that it is not &aainst the 
pubUc interest to allow the com-
pany to have a managing agent; 

(b) that the managing ,.ent 
proposed is, in its opinion, a fit 
and proper person to be appoint· 
ed or re-appointed as such. and 
that the conditions of the manag· 
ing agency agreement proposed are 
fair and reasonable; and 

(c) that the managing agent 
proposed has fulfilled. any ('ondi· 
tions whiCh the Central Govern· 
ment requires him to fulfi1." 

~ ?nIT t \lot' ~ ~ ~ ~ 

~~~~~ 

.,1c:'lCC>llrc ~ ~ I ~ ~ ~  ~ 

~ ~~~~~  

t, arm q :at., 'i1J fit I of _ o:Q I MfI"c 

q>;ft"ifC!'C Imr-f t ~ ~ ~ ~ 
~ i ~~~ am ~ 

7fii ~ ~~ ~ t ~ m 

?4 F-t!R " ~~ ~ 
~ q disq ualification '" m-
~~ i ~~ ~ 

~~ ~~ ~~~  

~ ~ ~~ 1 ~ i  

~ ~ ~~~ 

~ 3ih ~ 4T ~ ~ ;rtf ~  

q ~ ~ ~ 0f8'f am'ITl 1:(1 ~ ~ 

~ ~ ~ ~ ~ 

~ 0f8'f ~ JTlJT ~  ~ ~ ~ ~ 

;:rtf t ~ i  if lIfiIf ;n lIfiIf ~ '" 

~ q> iR'lCil\lIl., It>'t ~ ~  ~  '" 

~~~  

Accordinc to Article 19 ~  of the 
Constitution, all cit1zens sball have the 
right to practise any profession or to 
carry on any occupation, trade or 
business. 

Shri S. S. More: Provided they have 
the necessary quaI1ftcations. 
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Pandlt Thakur Das Bhargava: Ex-
cuse me, I am coming to your objec-
tion also. Article 19 further says: 

"(4) Nothing in sub-clause (c) 
of the said clause shall affect the 
operation of any existing law in 
so far as it imposes, or prevent 
the State from making any law 
imposing, in' the interests of pub-
lic order or morality, reasonable 
restrictions on· the exercise of the 
rights conferred by the said sub-
clause .... 

(6) Nothing:n sub-clause . (;0 
of t.he said clause shall affect the 
operation of any existing law in 
so far as it imposes, or prevent 
the State from making any law 
imposing, in the interests ·,f ~  
general public, reasonable restric-
tions on the exercise of the rights 
conferred by the said sUD>clause, 
and in particular, nothing in the 
said sub-clause shall affect the 
operation of any existing law in 
so far as it relates to, or prevent 
the State from making any law 
relating to,-

(i) the professional or technical 
qualifications necessary for practis-
ing any profession or carryina: on 
any occupation, trade or business. 
or 

(a) the carrying on by the 
State ...... " etc. 

~~~ ~~  f'!fi 
~ ~ i  If e'q,41q,('\ 

qualification tn ~ ~ 'f>I ~ 
practising an,. profession or carrying 
on any occupation, trade or business. 
~ i~ i  '" i ~ ~ ~ d ;ri ~ 

in~~~~~ 
~ i ~~~~ ~  
~~~~~~~ 
~ i~~ i  .... 

Shri MohluddlD (Hyderabad City) : 
May I remind the bon. Member that 
Clause 325 is substantially the same 

as the amendment that was made by 
Parliament in the existing Act in 1951. 

'""'" ~ ~ ~ : arm Il"i ~ 
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m~~~ am ~~~ 
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~~ ~m m~ 
n ~~~ amm ~~ 

n~~~~~~ 
~ ~ tn om 'l'I'T ~ I '"" arN it 
~~~~ ~~  
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~~~~~~~~ 
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~ ~ ~ t: I crq;r H( ~ lii t 
~~~ ~n~ 
~ itn. ~ n m ~ tam 'f1i: 
~ ~ m1ff ;f<tr ~ ~~C  ~ 
~ n ~ ~ t, tNt mRf If' 
~ n ~ ~~~ 
~~ ~~~ n 

~~~ ~~~~~ 
~ 'Ie tn ~ ~ ;mN, q ~ ;fw 
or{f ~ :am ~ ~ If ~ ~ ;f<tr 
~ tNt "'., (1 e\:j e'l :am ~ .f;;r orif 
ri ~ I nr lf1'iT ~ lii u- ~ ~ ~o 
~~~~ ~~  
~ I antt -I \1 Q qjCj;:e '11: ~ Q'"CI11R-
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~~~~  

Mr. Deputy-Speaker: The choice 
seems to be between the suitati"tlity 
of the company and the suitability 
of the managing agent. 

Shrl V. P. Nayar. (Chirayinkil): Bet-
ween the devil and the deep sea. 
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Mr. Depaty-Speaker: Sbri M. S. 
Gurupadaswamy. Time pennittin" I 
propose to call these hon. Members to 
~a  today: Shri Ramachandra Reddi, 
225 LSD-3 

Shri V. G. Deshpande, Shri Tulsidas 
and Shri S. L. Saksena. 

SItri M. S. Garapadaswamy 
(Mysore): I thank YOU for this oppor-
tunity. 

Mr. Deputy·Speaker: The hon. Mem-
ber will try to be brief . 

Slui M. S. Gurapadaa\nmy: Tbe re-
port of the Joint Committee has been 
subjected to very severe criticism by 
our capitalist friends and to flaming 
indictment by the capitalist Press. 
Various papers have cast aspersions 
against the Members wilo have served 
on the Committee. Many reports say 
that the people who participated in the 
Joint Committee were not fUlly equip-
ped in I company matters and they .:iid 
not know much of company law and 
that they were incompetent and 
amateurish. I have here a sample of 
the criticism of the capitalist press. In 
the Eastern Economist dated July 29, 
1955. there is a special supplement on 
the Companies Bill. Here Is a passage: 

"In the Joint Select Committee, 
there seems to have been DO 
attempt made to control the work 
and keep it within the bounds 
nonnally to be observed by a 
Parliamentary Committee translate 
ing a definite Government policy 
into law. If the same attitude is 
repeated in the subsequent stages 
of the enactment of the law, the 
outlook for sound legislation is not 
indeed bright." 

Tbere is another paDllIe and I shall 
read it: 

"Since it is always the wearer 
who knows where the shoe pinches, 
the etlorts of Indian companies to 
apply the principles embodied in 
these clauses to their own indio 
vidual cases halVe produced such 
amazing results that many manage-
ments have now become quite 
firmly convinced that amateurish 
advice at departmental levels has 
grossly misled the legislators on 
the Joint Committee who are 
obviOUSly laymen and amateurs 
who cannot be expected to have an 



17 AUGUST 1955 Compafties Bill 

[Shri M. S. 'Gurupadaswamy] 
intimate knowledge of the func-
tioning.at 'large ahd small com-
panies ... · . 

I want to ask n ~  this type of 
attack. agaiIll/t the working· of the Joint 
Committee will not be tantamount to 
contempt of Parliament. 

I. 

Shri S. S. MJtre: No. no.,Don'tbe 
touchy. 

I ~  • 

Shri M .. S. pa a~ am  I 'am 
not touchy. .1 just submit to you whe;-
ther this type o a a ~ o ~ ,not cq,ri-
stitute contempt of Parliament. It il 
for . the House. and for the, C ai ~9 
decide. 

The companY law deals with a: verY 
. important· aspect of our economic 
sector, that is the promotion, manage-
ment and o ~ things ·conne<*d witb 
company affairs. In the private sector, 
the joint stock company is becOI]ling 
more and more ·important. The o~ 
porate sector is increasing in its dimen-
sions . and the individual entrepreneur 
is' disappearing from· the field, and his 
place is being taken by the joint stock 
companies; When we make a law to 
regulate the joint stock companies, we 
must be very' careful to see .whether 
this law would. be adequate and whe-
ther this .would deal with all the cases 
which we want to deal with, . And I 

• wish to point out that the Government 
which brought, forward this Bill did 
not keep in view the policy n~  it 
Fante.d . to pursue and it did not' bike 
into consideration the social aDd eco-
nomic consequences of many a provi" 
sion incorporated in. this 'Bill. I.;ilways 
maintain .. tl:;.at public policy, especia:lly 
econolI)ic' policy and the iegal reform 
should take into : consideration the 
ideologic,al principles that the Govern-
ment . want to implement. vntortu-

nately, .the Government have not been 
able to fulfil this requirement. The 
company law,as I said', i's a very im-
portant law, ., It should have 'been 
made the instrument for reforming the 
economic ·organisation in the country. 
It ;.$Quld ,have been made the means 
ioTbring aboutchangE!S in the economic 
~ m  Tlle oPportunity'should haTe 

been· taken. ,to bring about healt,h7 
changes in the structural pattern of our 
economy. Unfortunately, these attempts 
have not been made. I do not know 
whether the Government is afraid of 
the tremendous pressure that is being 
brought upon them by the , vested 
interests. Anyway, It is very umortu-
'rJate ,that the measure·. is half-hearted: 
~ ain provisions on 'which I wish t() 
speak' are very vague and uncertain. 
.and they have not satisfied the . ~ 
~ mis  or r;idical, or progressiv:e ~ 

tions of thecornrnunity.· "" . . ~  - . . :: 

Before I deal with certain provisions, 
of the Bill, I would refer toone of the 
points which I have made in' my 
n ~ ()f Dissent; that is, about set-

ting up :a statutory authority for the 
administration of company law. The 
C 1~an a  Committee ma ~ a ~ 
_ tailed study of this aspect and. the 
overVihelming evidence' which' came 
before it favoured of' - such -an m.Eie;-
pendent body. The Committee itself 
also favoured the setting up of. a 
statutory body 'for the, adminililtratiOB 
of company law:" 

,What .are the present drawbacks in 
-the ; administration of company law? 
: Taday, • company law, though it ·is ~ 

~n a  subject, though Parliament has 
,got full power over it, has been en-
-trusted' to state Government in the 
matterc of, its administration. The Re-
'gistrars and their staff have been ap:. 
'Pointed or are being appOinted by 
State Governments. They f1olnctiQl;l 

,under the State authQrities.- .. _ 

Shrf' A>:M. Thoma. (Emilkulam)t 
No, -ho. Not now., . 

Shrt M. S.Gurapadaswam7: And 
~ n ion as the agents Of the C n~ 

tral . Government ~n  the i a~  
of the State' authorities .. So, what-Ow 
the s ~ an a time the Regia-
trars have to look into various other 
matters. They have -to . 'discharge 
various other responsibilities and exer';' 
dse powers given to them by other 
laws. So; as a result, the Registru8 
have not been able to keep -a 'Watch 
Over thed!&-to-day developments, the 
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tendencies wnich appear in compll'IlY 
affairs. I 

~ Shri S. S. More: Are they qualified 
to do all these things? 

Shri M. S. Gurupadaswamy: Whe-
ther -they are qualified or no,t, they 
are expected to do it according to law. 
They have not beE!n ,able to do it for 
the simple reason that the Govern:-

t ~ n  of ,Ind.ia has no control over , 
:Registrars because they, come directly 
under the Sta1e Goverrupents., But the 
expenses of the Registrars and their 
staff are met by the Central Ex. 
chequer. So, though the c;:ompany law 
is a central law, an Act of Parliament. 
it,' is being administered a'S if it is an 
Act of the State Legislature. This is, 

"really unfortunate. The administration 
of COmpany law has suffered consider-
ably because there has been little con .. 
trol or supervision by the Central Gov. 
eriunent. Tha1 is why there is great 
force in the' argument that there' 
shOUld be a central ,authority instead 
,of'the CentraI· Government to adminis ... Jer the, company law. In the past the 
Central Government has not ~ n able 
to administer the ~ i an  law to the 
satisfaction of anybody. And here-
aliter I have .got my own ,doubts whe-
ther the Central 'Government will be 
able to administer company' law. So, 
the,'proper ('ourse would' be the course 
ofuggested by the Company Law Com-
mittee,. that is to set up an independent 
sta1utory com'missiOn 'to regulate and 
supervise'c6mpany affairs. 

Shri S.' S. ,More: Independent of 
" wnom?, 

... ",' -.., 

Shri M. S. Gurupadaswamy: n s~ 
~ a  is don'e, it ill ~  difficult to say 
, whether tlie' clauses which give ex-

t:ms{ve power, to .the Central Govern-
ni-erit o ~ be properly implemented. 

:My next, ' ~i n  is about labour's 
p i ipa i i~ ,in, the. joint stock com-
piulies, that is, in the, board of 
directors, and in the board of' manage-
'ent. ,.Many oPinionsh.a, ve b. ~ ex-
~ ss  by many' Members on th1S as-
pect: I' do not want to ~  upon 
all the points in detail beca'lise they 

have, been referred to already:' and 
moreover I feel that is not necessary. 
i will only point out that in' certain 
Western countries such an exPeriment 
has, been made. Labour has been ~i n 
a proper place in the' board of mana ~ 
ment, in the' directorate, and in those 
industries where there has been parti-
cipation of labour we see a" tremend-' 
o ~ amount' of improvement in pro- ' 
ductioD., in economy, in profit. I may 
quote here the example of Germany., 
In Germany there, was a tremendous: 
amount of agitation amo~ labour for 
rights of co-determinMlOn and co-

direction in company affairs, and tl:!.e 
agitation ,was carried on' for many 
years afte.r the war. In the beginning, 
tlje 'capitalist cla'Ss condemned this agi-
tation as wrong, and they said it would 
be very'ruinous for the industry. But, 
afterwards due to the continuous pres-
surebrolightby labour unions, the 
o ~ nm n  of West Germany 'agreed 

and 'they graI1ted.co-determiIiation a~  
co-direction rights to labour, In Apr11;, 
1951 they applied the principle or co-
determination and co-direction to two 
important classes of industry, na ~  
mining and iron and steel., And after 
making law providing for co-determi· 
l1atiQD 'and co-participatiQn of labour, 
on ,an equal ~sis  we see today that 
i~ those industries there has' been so 
much ,prosperity ,.and the capitll'list. 
class, the' class which p s ~ s the 
capitalist ,interest' or thecap1tal as', 
such has come 'to acknowledie that 
the ~a i ipa ion of labour in industry 
\:las really Helped the industry to grow, 
to prollPerity. This a~ .take? firm r?ot, in West Germany and 1S bel7lg' applled to' various other ind.ustries. 'The under· , 
lYing philosophy of this is that in an 
industry ,both capital and labour 
should have equal rights. Capital ~  
as much important as labour. Some 
of my friends point out that the share-
holders' interest must be paramount 
iii. a joint stock omp~  True, it must, 
be paramount, but the, shareholders' , 
futerest is capttal interest. Share-
holders participate in capital, they do: 
not participate in labour, 'and as such 
shareholders cannot' say that labour 
should noi be given representation ,in 
the board of management or board of' 
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directors on the &round that share-
holders' interest will suffer. That argu-
ment is not correct, because we have 
seen that labour participation in 
West Germany has worked all right. 
And we have seen how workers' coun-
cils are workiIli in Yugoslavia. My 
friends may object to it and say that 
it is a communist countrJ' and we cm-
not take that precedent. But let them 
take the example of West Germany 
and glve co-determlnatlon rights and 
the right of co-direction and participa-
tion for labour. 

M.Y next point is about the manaiIng 
a,ents. Much has been saId about 
this matter. I do not want to speak 
very lona about it, but I would onlY 
say a few words. Some ot the capita-
list members, members beloDling to 
the capitalist class outside Parliament, 
have said: "Either you beHeve 10 the 
mana,illi a,ents or you do not believe 
in the manlllln, agents." "If you have 

3 P.M. 

taith and belief In ·the manallng 
"ents, then do not put restrictions." 
But when we tell them, "we have no 
faith in you," then they come down 
and say, please put reasonable restric- . 
tions. If we put reMonable restric-
Uons, then they poil'. out again that 
hse reasonable relttrict10ns are so 

excessive that they cannot function as 
managilli lIIents. They even say, it is 
no use functionlng 81 managing lIIenta 
in that case. In fact, my hon. friend 
8hri G. D. Somani said the other day, 
it is no use functioning as a mana,-
Ing a,ent hereafter, because the rea-
trictions provided by this Bill Il'l'e SO 
rilorous and so severe that no useful 
or profitable purpose will be served 
by functioning as manllling agents. 
'I1lis is a very curious argument. When 
we say that manaPIli a,ency is bad, 
they come out and say. put reasonable 
restrictions. They ask us to have belief 
and trust in them. But when we tell 
them that we have no trust and faith 
in them. they ask for reasonable res-
trictions; and lIIain. when we put 
reasonable restrictions. they say these 

restrictions are too severe. This is 
really a very amazing argument. 

We must make up our minds whe-
ther to mend the system or to end the 
system. Now, Government want to 
mend the system, and they have tried 
to mend it. But that does not satisfy 
our capitalist friends. And what are 
the provisions that they have tried to 
reform? And what is the type of re-
form that we are seeing in this Bill! 
Government assert that after 15th 
August 1960. all the existing managing 
agency agreements will come to an 

end; but there is a proviso to the et!ect 
that if they are permitted to continue 
after that date by Government, then 
they may be continUed even after that 
date. I cannot understand this. It 
YOU want to end the manasring agenc," 
by that period. please say so once and 
for all that you want to close down 
the managing agency system by that 
time. Why should you have this 
proviso that the manalilll agendei 
may be continued even after that date, 
provided they are permttted by Gov-
ernment to do IO? 

Then again. Government say that in 
certaln sectors of industry or in cer-
tain classes of industry. managbc 
agencIes may be done away with once 
and for all by a notlftcation ot Gov-
ernment. I cannot understand this. If 
they want seriously to dispense with 
the managing a,eDcy system in certain 
classes of industry, why can they not 
Insert a schedule in the Bill in 1i a~ 
one or two classes of industry? For 
instance, in textiles or in jute. you may 
sax that managing agencies will not be 
permitted to exist after a certain 
period. In the absence of any such 
indication, we are not sure whether 
there will be any such notlftcatlon in 
the near future. And we are not also 
sure which class of industry is going 
to be run only by the directors and 
not by the managing agents. 

Shrl A. M. Tbomu: Have the Joint· 
Committee made any enquiries in that 
direction! 
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Shrl M. S. G1U'Upac1aswamy: On one 
side, the capitalist interests are sq-
ing that the fate of the managiIla 
agency is hanging in uncertainty and 
doubt. M,. complaint on the other side 
ill also the same. But my reason 1& 
different. I say that we are not sure 
when managing agency is going to .be 
dispensed with once and for an. and we 
are not also sure which classes of in-
dustries will be selected for the pur-
pose of elimination of managing 
acencies. We do not know also what 
will be the criteria on which the 
managing agencies are going to be eli-
minated. What are the factors govern-
ing the elimination of managinl 
agencies? We are left in doubt aDd 
uncertaint,. on all these matters, in 
much the lame way as the capltaUata 
are left in doubt. They are left in 
doubt because the7 do Dot know in 
which classes of industries maoaging 
agencies will not be permitted. We are 
e1lIo left in doubt in much the same 
way. So, anyway, Government seem 
to be playing a seesaw battle with us 
in this regard; th87 are plll!Jing a ,ame 

, of bid&-an4-aet. We are not lUre 01 
their poUCJ" at aU. Perhapl, they tbem-
l5elves are in a state of uncertainty, 
tmd they tbemIelvee mQ' not h .... 
come to Ia7 de8nlte CODcluslon about 
theIe thJn... '1be7 ID87 be .. a..-lD8. 

SlId A. II. ftev I' That 1& clear. 

Slat JI. S. ~  I47I1oD. 
friend Sbr1 A. II. Tbomas 1871 tbat 
that 1& clear. 1 qree with him. It II 
clear tJW Govemmem'. poUCJ" ..... 
I:Il.inI like • p a ~ &blI wq aad 
that W87. 

[PANDIT THAltUR DAS BlIARG&V& in the 
C/ulir] 

'rile result Is that we have been left 
In complete uncerta:lnt7 and complebr 
doubt as regards the policy of GoYem-
ment in regard to mana&ln, qencleL 

\ 
About remuneration. I ID87 ~ lhat 

the remuneration that has beeo bed 
~ rather very high. Of course, there 

has to be some line, and that has to 
be arbItrary. But then. thia arbitru7 
~ on of remunera1;lon has to be 

done on a certain reasonable bull. 
The Joint Committee have bed 11 peri 
cent. as the remunentionof manqin8 
agents ...... 

TIle .D'eter of 8eveJuIe ... a'fll 
kPeaditan (SIIri lII. C. SbaIi): 'l'be 
Joint Committee have fixed teo pel' 
cent., not eleven per cent. 

SIIrl M. S. ~  I am 
sorry, ten per cent.. net eleven pel' 
cent. The Joint Committee have fixed 
ten per cent. The Company Law 
Committee had fixed it at 12i per cent.: 
It was made out by some boo. Mem-
bers, I think by Shri A. M. Thomas, 
that in certain concems._ ... 

Slid U. lII. Trlftdl (Cb1ttor): Shd 
A. M. Thomas is no\. a D18D8Iln, agent. 

Slid S. S. M«e: He will dJaowD ~ 

SbI'I M. 8. ~  ..• tbe 
rate is as much as twenty or thlrt7 
per cent. I quite 88!'ee. But we are 
here dealin, with the average onl7 ~ 
Accordlng to the Tuation EnqulJ7 
Commlsslon, It 1& very clear that tile 
preaent. average remuneration ", 
maDllllnl agents 1& 1. per cent. 1 aball 
read out the relevant portion from 
UIe1r report. On pap 127. VoL I '" 
the Rt!J)ort of the Ta:cation. EnquirV 
Commiuion, we ftnd: 

"The average remuneration 
works out to nearly 14 per cent. 
of profttll tor the entire period 
1946-51. In certain indu.tri_, thiI 
proportion" mueh m.her, especial-
ly in jute; tile high ratio in ship-
pinJ ill asaociated with ver,. low 
protlts of this industry. I>uriq the 
period 1946-51, thia ratio rose 
from 12 per cent. to 14 per cent. for 
all industries together. N 

So, it is very clear that the existing 
remUllel'ation is 14 per cent. If thllt 
be so, then what is it that we are scal-
Ing dOwn? We are reducing it only by 
4 per cent .• and we want to give them 
10 per cent. of net profit. There IK'8 
certain very prosperous concerns 
which give only less than ten per rent. 
to the manlljing agents. Of course, It 
is up to them to pay what they like; 
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: it is up 'to them to pay ten per cent. 
'or Ii litUe 'less; they can pay anything 
. between' one 'per cent. and ten per' cent. 
U that be so, then what is the advance 
that we have made? Why should we 

om~ om  about,. saying that we are 
controlling the managing agencies, 
while the ceiling. that we have fixed 
for remuneration is very high, and it 
'is beyond our expectation and it is 
beyond the reasonable limit that we 
want to lay down? I, therefore, say 
that we have not made any advance or 
,any ~ i a  change in respect of 
remuneration. 

May I point out again that the sum 
.of Rs.50,OOO which we have allowed 
'in re:spect' of comj;niriies whfch do not 
'earn profits, or . which do not have 
a4equate profits, is. rather too much? 
'I need nof remind the House that the 
.Prime Minister of India and t'he hon. 
: MInister of Finance, for instance, ere 
'working as Ministers, and they'8're 
'administering the entire country, a ~ 
. ing only a sum of B.s. 2200 per month. 
It they can do, so without much 

,grumble, why cannot the , managing 
agents also do the same thing? Some 
may say that business should not be 

: compared to politics, that politics is 
• one thing;' anci business is quite an~ 
other, But in so far as money is on~ 
eerned, for me it looks the same. ~ 
ther in po:itics or in business or in 
administration. money is money. And 
if people sitting on the Treasury 
Benches can manqe the . affairs of the 
country taking only a sum of B.s. 2000 
or So per month, why should not the 
managing agents be able to do the 
same thing? Why should not'a uniform 
celling be fixed for all! 

Whether it be in business, whether 
it be in administration-let it be an ~ 

where--there should be a' ceilIng. I 
think the sum of B.s. 50,000 provided 
In the Bill 1, tro unreasonable and too 
high and should not be accepted by the 
.House.. 

Lastly ...... 

:Mr. Chairman: There are other hon. 
Members also who are anxious to 

speak. I would. request the hon. Mem-
ber to conclude noW . 

Shri M. S. Gurupadaswamy: Yes. 
Lastly, about auditors. In my Minute 
of Dissent, I have said . that auditors 
should be appointed hereafter in the 
name of individuals and. not in the 
name of firms. Till now, only firms 
.were appointed as auditors, and audi-
tors have been doing their work in the 
name of firms: This has led to a lot 
of abuse. lncompetent auditors JDa7 
come into a firm. After the firm 
establishes itself, makes a good name, 
and carries goodwill, and under that· 
goodwill, even incompetent auditors 
may be sent to audit. As a result, the 
standard of auditing goes down. So I 
say, that auditoJ:S should be appointed 
by concerns on the basis of merit, not 
because a firm has got a good name 
and another has ~o  a bad name. It is 
always advantageous in the long run to 
appoint auditors by their names as 
individuals and not by firms. By doing 
so,' you will be. encouraging new' ele-
'ments to come. At present, there has 
.peen too much monopoly. Some firms 
have establoished themselves firmly. 
Newcomers cannot come and compete 

. with. them and no opportunity is given 
,to . them, and they are not, therefore, 
known much. So I say it would be 
better .hereafter, from the pOint- of view 
of democratic functioning of aJ,ldit, that 

. auditors should be appointed by indi-
viduals and not by ftm' 

. Sbri Tulsidas (Mehsima West): Even 
,though I have made a'full note in my 
Minute of Dissent, in view of certain 
observations made in this House, I feel 
it my duty now to make a little clari-
fication, particularly when some of the 
Members have !llso expressed certain 
things with regard to certain statements 
that I have made in my Minute of 
Dissent. 

I find that in spite of the fact thaot 
:!he' Bhilbha Committee, the Cohen 
Committee and others have said that 
company law is merely to provide tile 
means for efficient company mana ~ 

ment-and the FInance Minister. also 
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made a reference in his speech in the 
same tEirDls-many--.Members have ex-
pressed the view that the provisions 
here should be on the lines of an egali-
tarian society or any other pattern 
of society which we would like to have. 
I am afraid-and you, Sir, also pointed 
out in the speech which you made 
just now-that if this particular 
measure has to be framed so as' to 
subserve the purpose of a particular 
pattern of society, then the very pur-
pose of this Bill will be defeated. 
After all, the socialistic pattern of 
society ..... . 

SIIri Kamath: You ~ i  in it? 

Shri ~ as  .. .in my opinion, can-
not be the end of public policy. It is 
only a means by which social ends, 
namely, the welfare ?f the people, are 
to be realised. The welfare of the 
people is the ultimate end of all pub-
lic policies. As far as the economic 
sphete is concerned, it means that the 
economic condition of the peuple should 
be . bettered. I would like to mention 
~  that if we are to have a particular 

society pr, if we want to put through 
egalitarian measures, the' Finance 
Minister is quite 'capable enough to 
have it brought about by' a change in 
the fiscal measures or in the wage 
policy which. the country should have. 
This is not the place where the ques-
tion of a particular society or pattern 
of society can be brought in. Reference 
has also been made to the directive 
principles of 'State Policy in o po a~  
in the Constitution, whiCh say that the 
State has. to see that there is no con-
centration of economic power. I would 
like here to bring to the notice ..... . 

An Bon. Member: The lights have 
gone off, Sir. . 

Shri S. S. More: He cannot read his 
notes. 

Shri Kamath: Parliament is 'wink-
Ing'. \ 

Shri S. S. ~ I hope it is not 
drinking. 

Shri Kamatb.: Not inside. 

ShrJ. ~ Let us consider what 
the Directive Principle of State Policy 
says. It says: '. 

"The State shall, in. particular, 
direct its policy towards securing 
that the operation of the economiC' 
system does not result, in the con-
centration of wealth and means of 
production to the common detri-

·ment." 

I would ask the Finance Minister' to 
mark the words "to the common detri-
ment". 

An Bon. Member: Lights have again' 
gone off, Sir. 

Shri BOgawat (Ahmednagar South): 
Weare working in da'I"kness. 

An Hon. Member: Electricity is pro-
testing. 

The . Parliamentary Secretary to. the 
Minister of Extemal AJlairs (Shri 
Sadath Ali Khan): The hon. Member's 
speech has plunged the House into 
darkness. 

Shri Kamath: Altern8'ting between 
light and darkness. 

Shri T.ulsidas:. '!'he Pirective Princi-
ple laid dOWn in the Constitution is. 
against concentration of wealth and 
means of production which is detrI-
mental to the country's. common 
interests, which clearly, to my mind. 
h&S reference to the total national in-
come rather than to the pattern of in-
come distribution. ·However, I will ,Bot 
say much more on this because even 
the Planning Commission in its docu-
ment has indicated that the aim is 
greater production rather than distri-
bution. . We must, therefore, consider, 
how far our production is going to 
increase how far OIU ~ o ion 'is 
going to' have the effect ·of ..... 

An Hon. Member: Lights are again 
off. 

Shri K3.math: In. the interest of ac-
curate reporting, ~ should stop. 

Sbri TolsidaB:. I would now like to 
make a few observations with regard 
to, this company law. I am afraid, as 
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[Shri Tulsidas] 
I have already pointed out in my 
Minute of Dissent, that the complexity, 
inhibition, rigidity and .non-flexibility 
of this law is going to create much 
more trouble, particularly for tile 
newcomers. With this enactment, it 
will be impossible for them to get 
clarification or. to steer clear, as one 
of the Members said. of the infringe-
ment of the law. 

The lights have gone off again, Sir. 
I am afraid, at this rate it is a little 
difficult for me to proceed. 

Shri Pataska.r: Alternating between 
light and darkness. 

Shri Tulsldas: I would like the 
Finance Minister to please realise how 
it will cause companies to concentrate 
in the bigger cities. It will also create 
a situation when smaller compGlies 
coming up, particularly in the mofussil 
areas, will find it extremely difficult 
to carry on. I may even cite an 
example. 

All BoD. Member: Lights are apin 
of!. 

8IIrl S. S. More: Let us adjourn for 
balf an hour. till the whole thing 18 
made all right. 

Mr. ChainDH: We can hear him; 
want of electricity in thi! House affects 
only visibility and Dot audibility. 

811rt Kamatb· The report mll7 not 
be accurate, as the Reporters mWlt be 
flDc:Ung it difticu1t. 

SlId So S. More: The spe*er too 
must be feelini very much annoyed. 

Shri ~  The proceedings may 
not be accurately recorded. 

Shri TaIsldaa: I shall proceed. I may 
tell you something from my own ex-
perience. There was a company which 
was formed in the south of Bombay, 
in Karnatak. called the Bagalkor 
Cement.Company. When that company 
w,as formed in 1948, they found it dl1'l1-
cult to get directors. The person wilo 
wanted to start this company felt tbat 

, 
he was not considered a really c0m-
mercial man. One of the directors 
felt that it would not be proper for 
him to be on the board of a company 
where the person who is going to look 
after the company is not really a com-
m a~ person. Still he has been able 
to persuade some of the persons and 
I was one of the persons so persuaded 
to be on the board. I was. ot course. 
also asked to take over as the chair-
man of the company. I know what 
difficulties the company had to go 
through. He found· it extremely diffi-
cult to get his capital. I must also tell 
the hon. Finance Minister that it wu 
because of his own personal efforts 
he has been able to gather a certain 
amount of capital wnich was subscrib-
ed in !that particular diS'trict. The 

amount that was required for the put-
ting up Of the factory was much larger 
than the shares subscribed. I can as-
sure the hon. Finance Minister that 
if this law had then existed, at least 
I would not have accepted to be a 
dtrector. It would not have heeD 
possible for me to have remained on 
the bOard because I can tell him ...... 

Shri Kamath: Hide and seek! 

SIIrl TaIIIdaa: I can tell him that 
the prospectus and other things woulcl 
have .brought most of the directon 

into ditlicultiea. 

I would like the hon. Finance Minis-
ter to .bear 1n mind that .when we are 
makine this law. we are not making 
it merely because the ~ people are 
the only people that are going to start 
these companies. We have also to 
consider that we have & lot of other 
potential enterprise in this o n 1 ~ 
we have also a number of small people 
who want to start small ventures in 
the country and who want to have It 
certain amount of capital. I would 
like him to examine this aspect also. 
What about a scientist or an engineer 
who has a certain invention? (Inter-
ruption). He wants to start a cel'-
tain lndust17 which, according to his 
invention, would be, in the larger 
interests of the country, a very suc-
cessful industry. How Is he goin" to 
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start that? He is to be under the 
thumb 01 the financier. He cannot 

have the company managed according 
to his. likes. He would ,always be 

under the thumb of the financier. I 
may also remind the hon. Finance 
Minister that even the government 
institutions which today provide fin-
ances alwayS look to the. person's cre-
dit-worthiness, whether the managing 
agent or the board consists of persons 
with proper credit-worthiness. Is it 
possible to start an industry today? 
When my bon. friends tell me that 
there is a possibility of obtaining the 
finances from the Government or from 
the Financial Corporations. I want to 
ask them: is It possible for a person 
of this nature to get finances from 
anywhere? How is it possible to get 
it. 

Naturally. the question may be ask 
ed what are the laws that would come 
in the way. I wouid li,ke to cite an 
example of big industries which have 
grown up from ventures of small men. 
Take. for example. Mr. Henry Ford. 
How did he start his industry? He 
started it with his own ideas. He did 
not start it with a large capital. He 
started it with If small amount. with 
his own invention and made it a suc-
cess. What about LOrd Nulfteld? The 
same thing. In EneIapd he started. ... 
a small man. He started in s~ • 
way that he could start a verT small 
factory and m~ it a big success. Ia 
it possible here? It is not possible. 
As I said. today, if a small man wants 
to start a factory he wW find it ex-
tremely dimcult even to cat finances 
from the government institutions--
apart from being under the thumb of 
the financiers. How do TOU expect 
these small people, the newcomers, to 
start new ventures? The corporatf 
s ~ joint-stock companies-
are the real barometer in the country. 
The a s~ number of ventures in the 
country showB the progress and ad· 
vance of the country. Here we al'f 
maJdng laws simplT because we have 
got a lot of abuses. We must take 
IMJte of tbeIe abuses and see whether 
they could not be checked. These 

laws are bound to check business. I 
am not telling the hon. Finance Minis-
ter that we should have complete free-
dom. I am one with him. I have no 
sympathy 'for '1 person who has done 
a certain nU .ber of bad things. We 
should condl: ,that person and we 
should make .ill possible laws so that 
in future such persons do not get aD7 
:nore oppo ~i i s to do 1bis sort of 
thing, r"J.d prevent this sort of thing 
happe. llg. 

81m DraWlen (Thiruvellah): And 
enforct:: laws. 

Shri Tulsidas: In order to try and 
catch hold of those few persons, what 
do we do? We choke up the whole 
industry. You do not want to allow 
any opportunity for small men to 
come in in aD7 sphere or venture. 
That is not a thing which is. desirable. 
[ am quite willing to put such restric-
lions or safeguards as are necessarT to 
prevent this sort of thing happening 
or bad thinp happening. As I had 
said, in order not to choke up enter-
prise, in order to make room for IlIlT 
newcomer to come in. we should also 
see that laws are so made that they 
do not become too riiid, and it is 
possible for newcomers to come in. 

Now, I would like to examine the 
other issue. Wbat 11 the cause of 
these abuses? Not because the laws 
were not there. The laws were there. 
The present Act has vested enougiJ 
powers in the Government to pre-
Vent . such maladministration. Has our 
administration been vigilant to see 
that such abuses do not take place? I 
do not want to say anything severe. 
The administration has not been able 
to check the abuses. I am sure that 
even today. under the present laws. 
if our administration is vigilant it 
could have stopped all these abuse •. 
But it has not done so. We should 
Dnly make such laws without which 
we would not be able to control all 
~ s  things. I heard the other day 
he hon. Finance Minister telling us 
lbout the Kandian theory. It might 
nave happened abuut 200 years ago 
or 1,000 years ago. But the world has 
advanced very considerably since then 
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[Shn Tulsidas] 
and I am sure that the people are 
much more shrewd than the people of 
that time. 

8hri Matt'hen: That is the danger. 

8hrl Tulslctas: The makina of laws, 
alone will not make dishonest per-
sons hesitate to become dishonest. The, 
laws, on ~ contrary, give advantages 
to the dishonest persons. It hal iiven 
the greatest handicap' to the people 
who are honest. It is they who suffer 
and not the dishonest persons. There-
tore, I would like the Finance Minister 
to examine this from that point of 
view also and not merely from the 
lIOint of view of havine laws and 
thinking that abuses will not be there 
any longer. 

We have also to examine this as-
pect. There are powers in the hands 
!Of the Government under so many 

'Statutes. We have got the Industrial 
Development and RegUlation' Act, 
under which the Government have 
power to give licences. They can give 
licences only to persons whom they 
consider honest and conscientious. 
They can give Ucences only to those 
whom they consider to be worklnl in 
the best interests of the country. Gov-
ernment have got a-ll these powers. 
They have got the Income-tax Act. 
They have got powers under the' Im-
port and Export Control Act. Tbey 
have also got the power' to distribute 
-cement and steel to those to whom 
they would like to release these. ~ 
can easily check up the antecedents 
of these persons and may not give 
Ucences to those whom they consider 
to' be dishonest. Why do we not see 
it from that point of view that the 
laws must be such that they must have 
enough Ilexibility so that newcomers, 
can eame in without much of dim-
(:\llty. But, I am afraid, this is not 
the position under the law that we 
are making today. The other day one', 
of the Members said here that Gov-
ernment will have to come within 
twelve or eighteen months to amend 
this particular law. I do not think 

. it will be within 12 months, but it 
may take about two years even for 

• 

the Government to consider any 
changes and Government machinery 

usually takes that much time. 

Shri Kamath: By the next Govern-
ment. 

8hri Tulsidas: In my minute of dis-
sent I have mentioned with regard to 
the differentiP1 votlna rights. I know 
that the Bhaoha Committee has also 
said that there is an amount of oppor-
tunity of' abuse with differential vot-
ing rights. I can appreciate that when 
the managing agency is functioning in 
a particular company, the differential 
voting rights have a great scope of 
abuse. Where the companies have no 
managing agencies, where the eam-

panies are functioning without manag-
ing agencies, why should they not be 
given shares with differential voting 
rights? I may give an example just 
now_ Lord Nuffield and Henry Ford-
started with differential voting rights 
for shares. They had no capital and· 
they wanted to see that the concern 
was run according to their ideas. It 
was they who started this and the 
public accepted it. Why should we· 
s o~ these differential voting, rights in. 
the case of companies which have no 
managing agents? I know that the 
hon. Finance Minister both here ~s 

well as in the Joint Committee said 
that he would like to encouraie the 
companies with a different type of 
management. I would like to submit 
to him a constructive suggestion or a 
memorandum, in which I will move 
certain amendments. I would like 
him to consider this' memorandum in 
a constructive manner and not merely 
consider it from the point of view that 
it may be abused. You have' got 
powers under the Capital Control 
Issue Act and under several different 
statutes and you can always stop these 
abuses. Please consider that you do 
not want to choke private enterprise 
or any venture coming in in the vast 
field that we want in the next Five 
Year Plao. So much about the manag-
ing agency, aod I do not wish. to go 
further into details because tbe matter 
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~ been discussed threadbare. But J 
do want to mention this much, name-

l]y. that SO far the entry of Indian in-
dustries has been entirely due to the 
managing agency system only. This 
is the originality of this country. It 
did . not exist anywhere else excepting 
in Pakistan, Ceylon and Burma, and 
it exists only in India. It has it .. 
.advantages; it has functioned very 
well, and if the Government feel that 
we must have a different system. then 
. I would request the hon. Finance 
Minister to consider the question of 
evolving one from now on and to 
have measures so that a new pattern 
of society. particularly the manage-
ment part of it, is evolved. It is not 
possible completely to abolish this 
system today· because we have not 

evolved anything in its place and this 
law does not ~i  any facilities to 
create a new type of management in 
the future. 

It was also pointed out by the hon. 
Finance Minister that the Joint Com-
mittee Report has not gone very mUl'h 
beyond the original Bill. I am sure 
that when we see clauses 323 to 331. 
they have nothing to do with any 
·Tecommendations of any committee or 
the original Bill. No association-
Shareholders' Association or Lawyers' 
Association-or nobody has suggest-
ed these measures. The only associa-
tion which suggested these measures 
is the ·INTUC. Before the Joint Com-
mittee started its deliberations. the 
INTUC made a huge campaign on 
these very measures and exactly these 
measures have been brought in this 
Bill. Clauses 323 to 331 are entirely 
the suggestion of the INTUC-I am 
sorry to say that, but that is the fact. 
These clauses are entirely the sugges-
tion of that paTticular body. 

I would like to say that I have no 
objection to whatever. restrictions that 
you like to impose on the managing 
ag'ency system, but side by side pleaw 
try and see that the other system f!, 

evolved; otherwise, much harm will be 
done with regard to our progress and 
~  regard to private enterprise. 

There have been certain things men-
.tioned with rqard to the remunera-
tion under clause 197. As a Mem-
ber of the Joint Committee I know 
how that clause came in. I would 
like the hon. Finance Minister to 
examine Whether this particular clause 
has any place here. After all. thl 
remuneration of managinR agents and 
managing directors is 'fixed by parti_ 
cular clauses but in this clause, they 
have put in provisions by whirh 
salaried persons will be affected. How 
do yoU expect the salaried persons to 
~on in  On the one hand we brinR 
m people. We have got Government 
enterprises and just now we have been 
told that a Russian expert has beton 
brought in at Rs. 4.000 per m n ~m 
tax-free. If this clause is not appli. 
cable to Government enterprises. well 
and good. If, however. it is applicable 
to Government enterprises. is it pos-
sible to keep the managerial ·expenses 
within Rs. 50.000 as required by this 
clause? It is not possible. 

The MiDlster of FiDance (Sbri C. D. 
Desbmukh): But he is the Chif"f 
Engineer. 

Sbri Tulsidaa: I would like him to 
examine the definition of 'manager' 
and I think that will definitely include 
anl' technical works manqer-he I.a 
also a manager. That is my view. I 
would like the hon. Finance Minister 
to examine this point. Supposing in 
Government enterprises there is n\.l 

managing agent or managing director, 
and no percentage of commission is 
.paid to anyone of them on the basis Ilt 
profits, then I would like him to 
examlne whether in Government 
enterprises, managerial expenses come 
to more than Rs. 110,000 or not. Be-
cause they are not making money-
most of them-, the manqerial ex-
penses in most cases will come to over 
Rs. 50,000. How will clause 197 not 
apply to them? Of course, Govern-
ment ente,rprise is immune under thl! 
particular clause. If that Is 110, it is 
a different story. Then, there is deft-
nitely a discrimination between the 
private sector and the pubUc sector. 
}Vhy should that discrlmlnation C(JfM 



0 ~  Companies Bill 17 AUGUST 1955 Companiu Bill 

[Shri Tulsidas] 
in? I would like the hon. Finance 
Minister to examine that issue. 

I would like to refer to one or two 
points mentioned by my friend, Shri 
C. C. Shah. Before I go to any fur-
ther points, I would like to mention 
to him with regard to a certain com-
pany, aboutwlUch he said that, hav-
ing a capital of Rs. 31 crores or Rs. 4 
crores, it is still floating new tapital. 
Did lie blame the comp!iUly or the 
Govenment? 

Shri V. G. Deshpande (Guna): Gov-
ernment. 

All ROIl. Member: Both. 

Shri Tu.lsldas: I do not think so. 

Sbrl V. G. Deshpaade: Because 
Government allowed them. 

Slari. T1IJsidas: I went tlwough his 
spt!ech last night. What he tried to do 
was to give a picture in this House 
that this sort of thing happens. May 
I point out that under the Capital 

Control Issue Act and the Industrial 
Development Regulation Act, Govern-
ment could have said 'no' to this com-
pany even for floating new capital or 
for a licence if they felt that the com-
pany was not comi"" according to the 
socialistic pattern of society, which be 
tried to point out. Anyhow, I must 
congratulate him for pleading so ably 
the case for whom he has chosen to 
stand, and his advocacy was excellent. 
He was a Member of the Joint Com-
mittee and he did not mention these 
things at that stage. He has made 
certain observations here and I am 
sure these must be his second 
thoughts. I would only like to S87 
that he has discharged his obligations 
as an advocate with the fervour of a 
true zealot. I am sorry I have to 
mention this but I do feel that. that 
is the position. 

Then he mentioned Rbout private 
companies. He said that the state-
ment which I made was a complete 
mis-statement. Whether my statement 

- was a mis-st-atement or what he men-
tioned was a mis-statement I would 

like to explain. As regards private 
companies the Cohen Committee baa 
mentioned something and I have al-
ready put that down in my minute of 
dissent. He said: what do I mean by 
saying that the public has no interest. 
I maintain that. He mentioned that 
tile private companies got crores of 
rupees from the Government. I would 
like him to cite one example of • 
private company where the Govern-
ment have given money. This is 
entirely a" mis-statement. Then I 

would also like him to show me one 
bank or financial institution which 
gives any facilities to the private 

companies and who does not know the 
affairs of the private company. They 
do know and they get the informa-
tion. But, the position here is; who 
else is interested in the private com-
pany excepting the shareholders,-the 
people who give them the credit! 
They are not interested except to the 
extent of any commitment 
by any perSOn in public 
with that private company. I know 
and Shri C. C. Shah also fully lnJows 
from practical experience that afsr-

one who enters into any commitment 
with a private company must take 
into consideration the affairs of the 
company before he commits himself 
with the company. It is not requir-
ed that I:.e sbould see the balanl:8-
sheet or proflt and loss accouut. EveD. 
for a private partnership firm when a 
person makes a commitment he does 
not go thro\lgh the balance-sheet or 
proflt and loss account. He only takes 
into consideration the credit-worthi-
ness of the party. In a private com-
pany also the same thin£ happens. 
That .is my personal experience and 
that is my experience as a banker. We-
always know what the private com-
panies are and it does not make any. 
difference whatsoever whetber - the 
private company's balance-sheet or 

profit and loss accounts are registered 
or not, or even audited. Now, natural-" 
ly, he would ask me a question: "Then 
there is no fear. why are you feel-
ing shy about it?" The Cohen Com-
mittee bas replied to it very full7. 
That is wby they wanted to cren te 81 
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&eparate category of companies called 
"exempt private companies". In my 
minute of dissent I have pleaded that 
if the Government does not think it 
propel to have private companies 

exempted from this particular clause 
they should consider the question of 
making a separate category of 
"exempt private companies". To that 
the hon. Shri C. C. Shah says: "Well, 
that is too premature." If we can 
have all the 650 clauses of this Act 
here in this Bill, why can't we have 
this particular clause? How is it 

premature? When we are having all 
the clauses of the United Kingdom 
and we even go much further than 
that, what is premature about it? I 
do not understand. Anyhow, that is 
his way of thinking and I am merely 
mentioning that the statement which 
he made was more a mis-statement 

than my statement wh1ch he saJd ... 
a mis-statement. 

Then I would lib to refer to the 
question of proportional "presentation 
and minority rights. There have been 
statements made here by hon. Mem-
bers that proportional representation 
is the belt form of democracy and 
so on. Sir, I would like to visualise 
that this House was elected on pro-
portional representation. I would also 
like to visualise a situation where the 
Cabinet would be elected on propor-
tional representation. Is it possible? 
In fact, in a democracy the Cabinet 
Is never elected; it is always nominat-
ed. Therefore, in company manage-
ment election without proportional re-
presentation is much better and demo-
-cratic than any representation. I do 
not see how the system of proportional 
npresentation is going to function in 
any company management. I would 
like hOll. Members to realise that pro-
portional representation is advocated 
simPly because people have a feeling 
that the board of directors is a pack-
ed body. You are now putting a lot 
of \ restrictions on the board of 
directors of managing agency com-
panies and to that extent the board of 
directors of those companies will not 
be a packed body, But, I go a step 
further and say that if a Cabinet is 

not a packed Cabinet the Govern-
ment cannot function properly and it 
must be a packed Cabinet of the Prime 
Minister in order to function properly 
in any democratic country. If it has 
to function properly it must be a pack-
ed Cabinet and I do not see any reason 
why it should not be Ii' packed Cabi-
net. Even in a totalitarian State it 
is a packed Cabinet which functions . . 

Shrl Kamath: It has got to be. Why 
"even"? 

Shrl Tulsldas: Therefore, I do not 
see any reaSOn for this. The mem-
bers of the board cannot just go on 
fighting. A company has to deliver 
the goods and if it has to function the 
board of directors cannot just go on 
fighting amo!,!gst themselves. If there 
are people in the board of directors 
who fight amongst themselves then the 
company goes to pieces. We have seen 
examples of that and therefore I do 
not see any reason why people adv!r 
cate this policy of proportional repre--
aenta'tion after knowing what the 
actual position is. 

[SHRI BARM&N in the Choir] 

Now, with regard to the clauses re-
lating to the approval of· Government 
I have said enough in my minute of 
dissent. In Appendix VI-which was 
appended by me and whiCh has now 
been appended to this particular 
Bill-I have already given enough 
material with l'egard to the clauses 
under which one will have to approach 
the Central Government. I would like 
the hon. Finance Minister to consider 
this question from this aspect. If a 
person who starts 8' company in 
Travancore·Cochin has to come to 
Delhi to get the approval of the Cen-
tral Government for even ordinary 
things, I would like the Finance Minis-
ter to realise the amount of diftlcu1ties 
that small companies will have to 
face. I have said from the very begin-
ning that I am not against the safe-
guards or the restrictions whiCh you 
want to put against persons who are 
supposed to be bad elements; but I do 
want the Finance Minister to consider 
this aspect of the question that the 
amount ot approval required under 
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~ Tulsidas] 
these clauses, is such that it is bound, 
to create a lot, of difficulties to the 
newcomers and to the small com-
panies., I am afraid for bigger com-
panies it will not be much, difficult. 
They can always come to Delhi and 
spend money. They have legal ex-
perts like my friend Shri C. C. Shah 
who will natunflly come here' on be-
half 'of the companies to look after 
their interests. 

Now, I would like to make one more 
point and that is with regard to the 
privileges for governlnent enterprises. 
I' have already said that, under these 
clauses 610 to '614 the '/government 
companies' can have exemption in 
practically the whole spliere. Besides, 
they have now made a' definition of 
government companies as those hold-
ing' 5I"per' cent. Ido not quarrel with 
51 per' cent" 80' per cent. or 70 per 
cent. My quarrel is only as to whY' 
there should be' this discriminatiot:. 
~ i  a government-owned company 
and a' private company. A private 
company means a cOmpany in a 
private sector which this' Bill is sup-
posed to' look after. Sh', yooknqw 
Very well that this House' has been 
saying, continuously that it does not' 
have enough' information on the gov-
ernment enterprise. In fact, I have 
an four occasions mentioned this' in 
my 'speech; that the government com-
panies do not give, out as much in~ 
formation as the private companies. 
The Government considers that cer-
t.ainenterprises must be started on a 
corporation basis because if they start 
on a departmental basis the Parlifl-
ment of course has a say. If a 
separate corporation is started we 
only look at the Auditor's report or 
anything which we get yearly by way 
of accounts. I know wh'at the Gov-
ernment's mind was when this parti-
cular clause was brought in and the 
amount of exemptions whiCh the Gov-
ernment preferred before 'bringing up 
this clause. The Government amend-
ments sought 1:0 modify the application 
of accounts' and audit provisions to 
the goveinment companies, reduce 
members' rights to seek iDvestigation 

into' the affairs of the companies. 
exempt Government companies from 

provisions relating to prospectus and 
shareholders' remedies in cases of 
oppression and mismanagement and 
generally to 'transfer powers from the 
courts to the Governinent. These 
were 'the powers whiCh the o n~ 
merit would like to have and which 
are provided in this' Bill: These powers 
would automatically exempt the gov-
ernment companies. It will mean, 
that we will have as little, information 
as possible. If the' Government holds 
5.1 per cent, the minority which holds 
49 'per cent. will have no right to say 
anything against the Government, evep. 
if the company is mismanaged or 0p-
pressed. I, am just pointing out how 
the Governm'ent's mind' worked' when 

i~  p~ i a  clause was considered 
I know the" hon, , nan ~ ,Minister is 
~  'sympathetic towards the Mem-
bers of this House and he has' been' 
kind enough to send me most of the 

, accounts 'of the companies' which' I 
wanted to consider, but I would like' 
him to examine this particular aspect 
and let me know. After all, this is a 
permanent' statute, and with the 

powers that the Government are tak-
ing, they will' create a sort of another' 
chapter in company relations in future 
and the mismanagement will be more 
in the government companies than in' 
the private companies, because tliere' 
win be no' question of any scrutiny. 
Once they come out' as a' corporation. 
they become a 'separateer:itity'and they' 
will haven6 responsibility to any"" 
body,' because' mosto! thefr work will 
be in the government company run 
by the 'government directors and SO 
on. 'I would' like this partkular as-
pect to be' considered, and the Finance 
Minister' will find that there is a lot 
in what I have said on tills matter. 
Let' us know' what powers the Govern-
ment, want to possess, Let us know 
what' they a:re. Let them say, no fur-' 
therand no 'more. Why this omnibus 
power of taIting away the powers and 
say that' any section of the Bill maY' 
be exempted froin the government 
enterprises, or that government enter-' 
prises may be exermitfrom any 'Pro-
visions of this Bill. " 
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A, lut has been said with regard to 
, ./ . .. . 
the ,,y'Iorkers' representatIve. I have 
not .mentioned an ~ on this point 
but I do want to express here what 
has been done in other countries. An 
hon. Member "linted out something 
about Germany. I know that in the 
United Kingdom, in the nationalised 
iridustries-after all in England it is a 
socialist governme'1t-there were 
labour leaders who r<ere put on the 
board of directors.' What is the posi-
tion?Not one director who was for-
merly a labour leader remained ~o be 
a '],abour leader. 'When' he wants to 
remain' a' 'labour a ~ n  does 'not 
want to come in on the board' be-
cause he finds it extremely difficult to 
'remain on the'board ,and to look after 
his sectional· interests. When be" is 
on the board he has iolookafterthe 
company and not the sectional interests. 
So, when he is on the board, he reo 
,mains completely out from labour, or 
he has to remairi so. Apart from 

,this, there are some laws in which we 
can consider the question of laboUr. 
This ,1s71ot the place where 'labour 
questions come 'in. After all, the 
company has to be looked after, has 
;to run and function, and with this 
amount· of restriction and the complex 
way in 'which it has been mentioned, 
'how is' it possible to run the com-
'panies' when you bring in all, diffi-
culties in regard to the running of 
these companies? It is better that this 
labour question is not considered in 
this Bill; Let us consider it' in any 
other legislation where the question 
of la'bour legislation comes in. I know 
,the hon. Finance Minister said the 
(Jther day, when he was in~ p n  
some Member who was speaking that 
there is a, programme for in ~s ia  
housing ,and So many other things. So, 
those are the spheres where the'labour ' 
question has to be looked into and 
this' is not the place where it has to 
be gone into. I feel that this is a 
point on which elucidation is lacking. 

'\ 

There is one more point and I wm 
end. It is a question of administration 
of this particular legislation that we 
~  now' discussing. . As t have said 
the 'adinirnstrationhag 'totake tre: 

mendous responsibilities' under' ,thi& 
Bill, and unless the administration is 
made to take this responsibility in a 
manner by' wnich lin' abuses will be 
stopped at' the very beginnig and no 
choking takes place with regard to 

future development, the Bill will no~ 
be an effective one. I am not enamour-
ed about a separate sort of body 
whiCh may be a statutory' body or 
!'omething like that. I do not mind 
giving the Government some powers,. 
but I do want the han. Finance Minis-
ter ,to consider whether, under these 
powers, he should not create 'certaIn 
departments spread all over the o ~
try to enable a certain amount of in-
formation to be given in a much more 
Simplified manner so thai the p o~ 

Will .be able' to' understand the a s~ 
instead of, creating an organisation 
which, will make the people run from 
~ a an o ~Co in to Delhi for get-
ting "an explanation or getting some-
thing 'byway of information. Why not 
have different places, different organi-
:sations and 'departments which will 
at least be, able to check up -lapses 
and be :vigilant enough to see that 
things are done in ,proper time. You 
should nat" create a sort' of difficulty 
,for:-people who genuinely and 'con-
scientiously want to work in the new 
companies. I would like the Finance 
Minister to consider whether such an 
organisation'is feasible or possible 
for the Government. Otherwise I am 
atrQid . that all these powers with all 
this .legilliation ·that we are making 
will nobbe of avail and it would not 
. be; pos&ible Jo administer this law; 
. only < we migh.t.; have further laws. 
You can make a:s many laws as pos-
sible but that is not going to stop the 
abuse. I only; wish that all abuses 
should be s o~p  from the very 
beginning ,so that we might ,have. '. 
hea-lthy growth of the companies in 
this country. 1 only wISh that the 
han. ,Finance Minister will be able to 
create ,s,uch, an organisation so that 
we, will ·:have a' healthier and bigger 
growth ,of companies in future. 

, ShiiRamacha.ndraReddl (Ne:'ore): 
I ,get this opporluriity, of sPeaking ID 
aa n ss~  .' ' , , 
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Sbri U. M. Trivec11: There would be 
light. 

Shrl Bam..,haadra Beddi: There 
have been very many lucid speeches 
on the floor of this House and some 
of them not so lucid and they have 
not given me the enlightenment that 
I have been seeking. All a10nl, except 
probably today and a portion of yes-
1Ierday, we have been witnessing a 

sort of one-way traffic, namely, a very 
strong criticism of the managing 
agencies that hne been existing in 
this country. I find that with all the 
vigilance ann care with which the 
Joint Committee has drafted or 
amended this Bill, it has not been 
possible to understand how the new 
clauses that have been introduced and 
the new clauses that have been en-
riched by amendments would be able 
to allow the Government or the 
private sector to run and develop the 
various activities in business in the 
way in which they are expected to be 
done. It is a well-known fact that the 
Government is now trying to find out 
the best methods of introducing legis-
lation or administrative action to see 
that the next Five Year Plan is suc-
cessful in regard to the development 
of industries in this country. With 
the restrictions and C'Urtailments of 
powers of the existing companies, I 
am afraid the Government will not be 
able to achieve the object in view. 
By the disC'USSions in this House dur-
ing the last four or five days, we get 
the impression that all managing 
agencies have been doing harm and no 
good. As l have expressed on a pre-
. .,ous occasion, my experience is that 
.he big business companies have prob-
ably done mote good than harm and 
as su.:!h. it is not -worth-while con-

demning their activities outright. But, .... -
on the other hano. smaller companies, 
companies of medium size, have done 
more harm than good. The reason is, 
b bigger companies they have been 
able to command the necessary finance 
and find out the ways and means of 
rehabilitating certain companies 
which aTe likely to fall down and to 

help them with a view to developing 
the particular industry for which it 
was intended. The smaller companies 
were not able to manage themselves 
to get the necessary finance, and no-
body could come forward with finan-
cial help unless it was possible for 
him to get the largest slice of the pro-
fits thereof. In that view I have to 
say that the bigger companies· which 
seem to have been condemned all 
along have done ~o  good and the 
smaller companies, which seem to be 
very much appreciated and encourag-
ed, have not been able to do that 
amount of good that was expected of 
them. 

With the exbting law, it must have 
been possi ~  for the Government with 
greater care and vigilance to see that 
the companies are run properly and 
that the company's management do 

not misuse the powers that the placed 
in their hands. But now, the Joint 
Committee has approved of so mBD1' 
chanles, changes that will involve 
equipping the Government with a large 
number of powers of supervision, with 
the result that the speed with which 
the progress should be maintained 
may p;robably be very mUch hamper-
ed. It we look into Appendix VI, we 
will find that nearly 80 clauses have 
been provided in this Bill through 
which the Central Government has 
taken a large number of powers and 
the powers of control which they are 
trying to take do not seem to be con-
ducive to the development of indulto 
tries in this country. They have taken 
powers unnecessarily with regard to 
the declaration of the name of a com-
pany to be undesirable. the an~  in 
the name of a company to permit issue 
of shares and the payment of divi-
dends out of monies provided by the 
Government and even the appointment 
of auditors and inspectors on applica-
tion-prosecution also can be done on 
the inspectors' report-approval of 
appointment of managing directors 
and so on and so forth. I am not 
very sure whether the Government 
will be able to cope up with the grow-
ing work that these 80 clauses would 
entail the Government in conductinl 
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their affairs as quickly as they expect 
them to be, because the more the offi-
cets alll the offices that are instituted, 
the greater will be the delay in the 
performance of the duties that will 
devolve upon the Government. For 
instance, take the inspectors. Inspec-
tors probably will be taken up from 
the lower grade of officials or new 
recruitment will me made and persons 
trained for that purpose; and they 
are expected to get into the records 
of the company, however big it might 
be, and they are expected to report 
correctly their own impressions upon 
the records of the company. But my 
own experience shows me that in one 
or two instances, these inspectors will 
serve very honestly and sincerely 
until they are confinned and until 
their position is quite secure: but the 
moment there is a possibility of their 
getting something more directly from 
the companies themselves, their hon-
esty will dissolve itself, all sorts of re- • 
ports will be furnished by them and 
probably the honest men in the com-
pany management will suffer and the 
dishonest men will prosper. ~

fore, the institution of this inspecto-
rate will have no effect on the proper 
management of the companies and 
honest men will not be able to manage 
the companies properly. In those 
circumstances, if the inspectorate is 
going to be appointed from the lower 
strata of the public or the officials 
the disadvantages that will accrue 
from such inspectorate will be more 
than at present. I may also state that 
in the Registration Department with 
which the highest officials here may 
not be conversant, there are so many 
lacunae which have to be removed 
and its administration has to be im-
proved. Where there are no faults, 
they find opportunities to pick holes 
and say there is fault. I may men-
tion one little incident- as an example. 
A limited company ~n  its annual 
return. From the is a ~ office it 
was returned after a n m~  of days 
with the remark that the company is 
not named as 'limited' with all the 
letters there. The name was correct-
ed and the return was sent back to 
the reeistration office. After a few 

225 L. S. D. 

weeks it came back with the remark 
. that certain names have not been pro-

perly spelt there--for an 'a' there was 
an 'e' or for an 'e' there was an 'i'! 
This is the way in which things are 
happening there. Therefore, I say 
that unless there is a proper set-up of 
officers, it is not possible to depend 
upon these officers to find out the 
actual difficulties in the administra-
tion of these companies. 

I will now pass on to the question 
of auditors. I do not see any reason 
why the Government should take upon 
themselves the onerous duty of 
appointing auditors themselves. The 
auditors are there; they are registered, 
they are properly examined and train-
ed., and they are approved also. The 
Institute of Chartered Accountants of 
India has power to recognise and enrol 
such members. If they do anything 
wrong, just in the same manner as 
any other advocate who does anything 
wrong, they will be removed from the 
ns i ~ s list. So such powers are 

already there to deal with bad audi-
tors and to encourage good auditors. 
Now the Government seems to be 
anxious to take powers to el1li'lt or 
appoint auditors who have been train-
ed or who have passed examinations 
held outside India also, even without 
noticing that the Institute of Charter-
ed Accountants of India have powers 
to recognise them and any persons 
can be chosen from the list maintained 
by them. The point has been raised 
that individuals alone should be 
selected and not companies. The 
auditor companies do have a reputa-
tion of their own; they usually con-
centrate upon things in such a way 
that their reputation is kept on for all 
time to come. But as regards indivi-
duals, the same kind of honesty may 
not be found. So, it is unwise. that 
the present system should be changed 
into something whlch is individual-
istic. 

Provision has been made for the 
appointment of an Advisory Com-
mittee. I am told that an Advisory 
committee has been functioning for 
some time past. To what extent has 
the Advisory Committee been able to 
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[Shri Ramachandra Reddi] 
help the administration in the proper 
working of the Act and in checking 
the mal-administration of the com-
panies? In Chapter VII where the 
constitution and powers of the Advi-
sory Commission are provided, no 
indication is given as to' the set-up of 
this Advisory Commission; whether 
they are going to be businessmen, 
whether they are going to be finan-
ciers or whether they are going to be 
officers of the Government. Usually it 
so happens that big businessmen, men 
having a stake in the country, do not 
like to serve in such a Commission 
for the simple reason that they will 
have to criticise if necessary their 
own colleagues in business. As such, 
there is a possibility of the thrown 
out persons from business to come 
and occupy the Commission which is 
going to be constituted. There is also 
the other possibility of lbe officers. 

, Secretaries or Joint Secretaries or 
whoever it may be, not so much want-
ed here in the Government being 
shoved on to the Commission. With 
such pe5sons who are not wanted else-
where, if the Commission is going to 
be constituted, to what extent it will 
be useful in carrying on the adminis-
tration that is entrusted to them, will 
have to be examined properly. 

Shri C. D. Desbmukh: Any sugges-
tions? 

Shri Ramachandra Reddi: I am not 
now in the Joint Committee. Probab-
ly. I will be able to give suggestions 
when WP. get into the clauses. I am 
only trying to find out where the loop-
holes are. As regards plugging them, 
we shall look into that when actually 
we consider the clauses. When the 
Joint Committee itself or the Govern-
ment itself has not been able to dis-
close the way in which they are going 
to constitute a Commission, it is not 
for me at this stage to suggest certain 
methods all of a sudden. I hope I 
will be able to do it when the time 
cames. 

The protection that is given to them 
seems to be quite adequate. But, the 
powers that ..... . 

8hri Kamath: May I point out, Sir. 
that there is no quorum in the House? 

Mr. Chairman. The bell is being 
rung. Now, there is quorum. The hon. 
Member may continue., 

8hri Ramachandra Reddi: A limita-
tion has been set on the number of 
companies that a managing agency can 
manage. It has been reduced to 10. 
We have here a list of companies. 
Nearly 320 of them are foreign com-
panies and about 88 of them are Indian 
companies, all of them big companies. 
It looked as if the criticism that was 
levelled against managing agencies on 
the floor of the House has been level-
led against our own Indian companies, 
as if they have not been managing 
themselves very well. Apart from that, 
if these people especially the Indian 
companies which are 88 in number, 
as in 1951, are asked to close down 
some of these companies, over 10, it 
would be a hard task. If they have 
not been found to be competent in 
managing them, that is one thing. They 
could be asked to close down. If all 
of them are properly 'and efficiently 
managed, there is no meaning in ask-
ing them to close down. If this rule 
of 10 companies is adopted for future 
companies, it i3 agreeable. If it is 
going to be adopted immediately with 
a view to cut the existing number of 
companies, that would be not only a 
hard task for the managements con-
cerned, but also for the develop-
mental programme of our country. It 
is therefore npcessary that the matter 
should be reconsidered. If at all, 
there is a need felt for limiting the 
companies under a managing agency, 
probably for the futUre that rule may 
be adopted. Otherwise, there is every 
possibility of the present managing 
agencies disintegrating their resources, 
cutting down their companies, lind even 
if they are in a position to develop 
them very fully and adequately. 
they will turn their attention from 
them and concentrate upon those 10 
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institutions which they would like to 
develop. In this view, I understand 
that some companies that are semi-
developed under them will have to be 
fully developed and if this new law 
is adopted, they will be ~ undeve-
loped and probably nobody else would 
come forward to develop them. 

It has been suggested that these 
private companies have not function-
ed well. I would like to ask whether 
the Government which is likely to 
take a greater interest and show 
greater vigilance, towards the workine 
of these companies, has been able to 
manage its companies well. With a 
view to shut out public attention from 
these companies, they have made them 
limited companies, with a managing 
director of their own and other offi-
cers of their own. Though it is pos-
sible for the audit to find out the loop-
holes, they are given entire autonomy 
to work these companies. To what 
extent they have been able to suc-
ceed, we have yet to see. On the other 
hand, I have found criticisms levelled 
against them that they are not so well 
managed, and that the capital that has 
been invested has not been wisely 
used. As such, these enterprises may 
not succeed to the extent they are ex-
pected to. For instance, recently, I 
saw in the press a very bad criticism 
of the Machine Tools Factory that is 
set up in Bangalore. Like that we 
have heard something about the Sindri 
factory. Probablx, we will hear more 
such complaints against the Penicillin 
factory in Poona and so many other 
institutions that are being broueht 
into existence. 

ShriU. M. Trivedi: The Housine 
factory is nearby. 

Shri Ramacbandra Reddi: We have 
the standing example of how the 
Housing factory has been managed or 
rather mismanaged to the chargin of 
the Go.vernment and the country and 
how the funds have been utilised. I 
am only trying to point ~  _ that 
pointing out mistakes is not the only 
duty of the Government. They must 
also show by example that they have 

beel\ able to manage them properly 
and that their example might be use-
:fully followed. 50 far, it has not been 
possible for the Government to show 
that example. I am sure that they 
will fall in line with the several ad-
ministrative changes that they have 
suggested in the Joint Committee and 
try to improve their own institutions. 

You know that the Government has 
taken powers under this Bill to di-
rect the formation of companies and 
limit their activities also. But. the 
very fact that the Government has 
not been able to manage the capital 
issues question so long shows that 
their capacity is still wanting in the 
supervision of these companies. You 
know there was such a scramble ever 
since the war was over for capital 
issues. Most of the companies for 
which capital issues have been sanc-
tioned by the Government have not 
developed; probably most of them 
have been closed. That shows the 
capacity of the Government in choos-
ing the proper men and the proper 
occasion and the propel' pJace for the 
development of those industries which 
they have sanctioned all along. And I 
am sure that unless they try to im-
prove upon things, the mismanage-
ment that has been already witnessed 
might continue and it will not do 
credit either to the Government that 
sanctions the capital issues or to the 
persons who run some of these com-
panies. 

I agree with 5hri Kilachand when 
he said that it is the smaller compan-
ies that are going to suffer by some of 
these provisions. If there is any mis-
take that has to be corrected or ex-
plained about, then the smaller com-
panies may not be able to afford to 
come all the way to Delhi and give 
the necessary explanation. But the 
bigger companies would certainly have 
very intelligent and resourceful repre-
sentatives here at Delhi, highly paid 
and usefully working for them, and 
they can manage matters much more 
quickly than it is possible for the 
smaller companies to do. In that 
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[Shri Ramachandra Reddi] 
view, there must be greater facilities 
shown to the smaller companies in 
the matter of representation· of their 
facts, and these supervisory agencies 
must have something like a travelling 
or itinerary method of dealing with 
things rather than the stationary 
method which probably is contemplat-
ed under this' Bill. 

r was very pained to hear some hon. 
Members calling managing agents 
sharks and leeches. They have un-
fortunately forgotten another acquatic 
being of the same type, namely the 
crocodile. Evidently the term is re-
served for those people who are the 
legal and probably the financial 
advisers of those companies. I hope 
that our esteemed friends will not 
indulge in such cheap remarks and 
gibes at people who are not here to 
defend themselves. 

In the end I have to observe that 
more opportunities under this Bill are 
given for red-tape to develop, for de-
lays to happen, and for the hamper-
ing of propE;r and quick progress of 
business. It will also create opportu-
nities for corrupt practices which pro-
bably invade the Government offices 
from the other institutions. I hope 
proper opportunities will be taken in 
this house to move proper amendments 
for the clauses that have been pro-
posed by the Joint Committee. 

8hri V. G. Deshpande: My hon. 
friend Pandit Thakur Das Bhargava 
and Shri Tulsidas have waxed elo-
quent on this company law in righte-
ous indignation against the t'estrictions 
placed upon the managing agencies 
under clauses 323 to 331. I feel that 
their indignation may be directed 
against Government over these six or 
seven clauses, but on the whole I find 
that the capitalist community in the 
country ought to be thankful to the 
Government for having taken a very 
realistic, very practical, very states-
manlike view of the situation and, in 
spite of their slogans of socialistic 
pattern of society, for their being com-
mitted to private enterprise and to 
the managing agency system, which 

. is a unique creation and gift of the 
Britisher whose company had estab-
lished British Raj in this country. We 
ought not to be ungrateful to the 
great institution of that company and 
the great tradition of the managing 
agent created in this country. 

We have found that the Government 
has come to the conclusion, that the 
Planning Commission has come to the 
conclusion, I think even the Company 
Law Committee has come to the con-
clusion, and the Joint Committee also 
has come to the- conclusion that the 
managing agency system has come to 
stay and has not only come to stay. 
but one managing agent can control 
ten concerns. It was asked why this 
arbitrary number ten is retained. 
The answer was given that in this pro-
gressive world we are resorting to the 
metric or decimal system and there-
fore the number ten would be very 
useful. There will be ten concerns 
for a managing agent and 20 concerns 
for a director. And this is the even 
distribution of wealth and the great 
socialistic pattern of society which we 
are envisaging. We say "You will 
have only ten concerns that you can 
control". In Bombay by the passing 
of the land reforms law, if a tenant 
has got less than 48 acres of land Gov-
ernment has guaranteed that they 
would supply the deficit. If he has 40 
acres, Government would supply him 
8 acres more. Here we find that if 
any big business house has got less 
than ten companies, then Government 
is prepared to hand over its concerns 
to them, because instances have come 
to my notice where very big business 
houses like Birlas-I did not want to 
mention names-have been recently 
given many big Government concerns 
for management. In this way, the 
favourite pattern of the socialistic 
pattern of society is being popularised 
in this country. 

My own feeling is that the capital-
ists ought to be very easy in their 
mind. Of course, even in law there is 
sometimes quarrel and I find that the 
capitalists with great love in their 
hearts for the Government which has 
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introduced such measures which are 
going to do good to the capitalist 
community, make some show of fight 
here. I find that all the clauses 323 
to 331 are going to help the capitalists 
to the maximum extent. My hon. 
friend Shri Shah has done a great ser-
vice by pointing out an instance. I 
do not know the name of the house. 
It may be perhaps· a Birlas' concern, 
and its name may be J. C. Mills. Sup-
pose they have done this and Govern-
ment has allowed them again to tioat 
loans worth crores of rupees even 
knowing fully well that this is not 
permissible and that they could have 
stopped it. It was asked why Govern-
ment did not stop this. Shri Kilachand 
asked it. But the answer was very 
clear, that Government wants to re-
tain power in order to give advantages 
to their favourities. And that is why 
Shri Chatterjee, my revered leader, 
has pointed out in his minute of Dis-
lent: 

"This power of abolition of the 
Managing Agency system by 
executive flat may be influenced 
by political objectives and may 
act as a deterrent on company 
formation and may check initia-
tive and may lead to undue 
cramping of the activities of the 
existing concerns ...... .. 

Now, the anxiety of the capitalists 
is not to please the shareholders. They 
have to please only one authority and 
that authority is the Central Govern-
ment. 

And now I want to ask a question 
We have accepted democrlY.:"Y, and 
there is a party government in power. 
We are vesting that Government with 
such an overwhelming author:ty. We 
have seen that the Company Law 
Committee report has spu:ifically 
mentioned that there should be a 
statutory commission vested with this 
authority. Our Government is very 
strong, ~n  I am told that in the Con-
gress party meeting these tWD deci-
sions were positively taken, tn'lt they 
will not abolish the managing agency 
system within a specified peri)d of 
time, and that in no case are they 

going to part with this power of con-
trol of this company management. 
They have accepted all the recom-
mendations, but this power of conti-
nuing the managing agency or abolish-
ing managing agency in the case of 
certain industries or certain concerns 
is retained in its hands. I do not 
want to make any accusation. One of 
my revered friends said that all peo-
ple agree that the Congress can do 
no wrong. As long as Congress is in 
power, nothing ..... . 

8hri Kamatb: Who said so? 
8hri V. G. Desbpande: My hon. 

friend Shri Jhunjhunwala. 
8hri Kamath: Sarcastically. 
8hri Jhunjbunwala (Bhagalpur Cen-

tral): I did not say that. Your rever-
ed leader, Shri N. C. Chatterjee said 
that. 

8hri V. G. Deshpande: I want to 
say that they may be above corrup-
tion. I c;an understand it. Some of 
them m&y be above corruption. But 
after all, it is a political party. And 
suppose tomorrow, Tata, Birla and 
Shanti Swarup Jain come and say, for 
your election funds, against ounelves, 
from the funds of the companies we 
will contribute one crore of rupees--
I may say, not for any bad motive, 
but because it is in the interests of 
the country, and because the socialistic 
pattern may be popular ..... . 

8hri Kamatb: Rs. 5 crores, and not 
Rs 1 crore. 

Shri V. G. Desbpande: I am sayini 
a hypothetical thing. I have got in-
formation about Rs. 3 crores only. But 
I am saying here only a hypothetical 
thing. Suppose they come and say, 
we will contribute Rs. 1 crore for 
your party funds, for very high 
motives, so that the socialistic pattern 
in this country can come only through 
the Congress, and for that purpose, 
in the interests of the country it is 
necessary that this managing agency 
should continue. An accusation may 
be made in that case. I think that 
Government should be above suspicion 
just like Creser's wife, and that is 
why I feel that our Government 
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[Shri V. G. Deshpande] 
should not have taken all this respon-
sibility on themselves. 

My hon. friend like Shri M. S. 
Gurupadaswamy were agitating that 
the managing agency system should 
be completely abolished. Then there 
were other friends like Shri Tulsidas 
and others, who wanted that the sys-
tem should continue. Our wise Fin-
ance Minister said that the recommen-
dation of the Joint Committee, with 
which Government were in accord, 
seemed to wisely steer clear of ex-' 
treme views on either side. 'The 
Joint Committee have avoided com-
mitting Government in either direc-
tion, but have conferred adequate 
powers on them to decide on an 
appropriate policy in this matter 
by the end of the next Plan period, in 
the light of their experience. My 
feeling is that this wisdom and justice 
and judicial mind represents the mind 
of the monkey in the famous fable. 
I am referring to that famous monkey 
to which two cats that were quarrel-
ling between themselves came for 
judgment. The monkey said, do not 
quarrel amongst yourselves, and then 
it began to weigh the shares of both 
the cats, and while doing so, the 
monkey took away the shares of both 
and swallowed the whole sweatmeat. 
That is what we read in fable. In 
the same way, here the wise Finance 
Minister has said, the managing 
agencies, the statutory commission and 
all these powers are fighting, so I 
shall have all the power with myself, 
and I shall wisely steer clear of all 
the troubles. Thus, all the power will 
now concentrate in the hands of the 
Central Government, and it will be 
used for furthering the party interests. 

I do understand that there are cer-
tain defects in the managing agency 
system. I do appreciate- that for some 
time, the managing agency system 
may have to be continued not because 
we are convinced that the managing 
agency system is a blessing, but be-
cause we feel that once the system 
has been started, we shall have to fix 
.. date-line up to which the sYlltem 

may continue, and after which it 
should not continue. 

I find that arguments have been 
advanced in such an indirect and veil-
ed manner that they have got every-
thing for everybody. If a progressive 
man comes to them, they say that the 
managing agency system is going to 
be abolished. If a capitalist comes to 
them, they say that there are ten 
managing agencies reserved for him. 
In this way, the thing is being done. 
I want the hon. Finance Minister to 
jinnounce here that Government are 
convinced that at least after :some 
period; the managing agency system 
will end. If that is the object in view, 
they may ask: What is the alternative? 
I can answer that question. If the 
whole of "iovernment can be managed 
by OUI Ministers, if the whole of the 
ai a~s can be managed by our 

Minlster of Railways, and that too, ... 
Shri Kamath: It is being managed. 

Shri V. G. Deshpande: It is being 
managed or Inismanaged-whatever it 
may be. But it is being managed by 
our Government, and that too with-
out any restrictions. But here, res-
trictions have been put in that asso-
ciates should not have interest either 
in the buying or in the selling of 
shares. But no such restriction is 
placed 'on the Ministers, saving that 
no minister should have any interest 
in any of the managing agencies. We 
have got here a Cabinet with collec-
tive s~onsi i i  ~  will have the 
power eIther to contmue a managing 
agency or not. I think that if you 
have got that system, you must make 

. a rule that no Minister in the Cabinet 
should have any direct or indirect 
interest through his relative, in any 
managing agency or in any industrial 
concern. I think if this rule that 
applies to associates is extended even 
to the Ministers, then something can 
be done. 

Then, I would like to make one 
other demand on our Government. I 
find that at present there is a lacuna 
in the Bill in that regard. I make a 
demand that our Government should 
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·make a rule regarding the utilisation 
of the resources of these public limit-
ed 'companies. Many capitalists are 
giving funds to different parties. I 
want a rule to be made that no money 
will be paid from out of the funds of 
these public limited companies to any 
political party, because instances have 
come to our notice that indirect in-
fluence is wielded by giving these 
donations to different political parties. 
What are the present conditions? We 
find that all the relatives and asso-
ciates have special claim in the 
management and governance of the 
country, while at the same time, we 
find that the small and poor associates 
and others in the case of companies 
are placed under very heavy restric-
tions. I am not against these restric-
tions. But my objection is only to 
favourite treatment being given to 
special men. . 

I find that there are many companies 
to whom loans are given by Govern-
ment-I have mentioned the names al-
ready. I have been told that the 
prices of steel were manipulated in 
such a manner that Tata's share may 
be sold at 3600 per cent. premium; and 
all the help was given by our Govern-
ment. . The Indian Iron and Steel 
Syndicate, I am told, has got a capi-
tal of Rs. 5 crores, and they are hav-
ing a profit of Rs. 5 crores; but we 
find that Rs. 10 crores have been given 
to them as loan without interest. All 
these things are happening. 

Shri Kamath: Election manoeuvres. 
Shri V. G. Deshpande: May not be 

election manoeuvres. But such ac-
cusations can be made, and made with 
justification. Therefore, in the inter-
ests of the purity of the administra-
tion, I would appeal that such dras-
tic powers should not be taken by 
Government, and that we should not 
allow people to make such criticisms. 

I was referring to what the alter-
native,. arrangement has to be. I would 
make a suggestion that Government 
should start, just like the Indian Ad-
ministrative Service, an Indian 
Managerial Service, and if with these 
pioneering young men you begin 

management of these companies, you 
will find that the problem of manage-
ment can be solved within a specified 
period. 

Then, the Government companies 
are there. If in the private sector, in 
the name of Birla, Dalmia and Tata, 
companies can be flo.s,ted, and com-
panies can be promoted, I say that in 
the public sector also, Government 
should come forward as promoters 
and ask the people to invest money; 
if that is done, I think the public 
sector can be properly occupied. 

I would not like to say much and 
take up the time of the House. But 
my main points, are these. Firstly, 
Government have erred in not making 
their policy clear regarding managing 
agencies. My second point is that they 
have discarded the recommendation of 
the Bhabha Committee in regard to 
the setting up of a statutory commis-
sion. They had made specific recom-
medations in their report that the 
statutory commission should consist 
of experts, who should have no 
interest, and who should declare their 
interests, if any, and so on. But Gov-
ernment have not accepted that 
recommendation. We find that no 
Minister is going to declare what his 
interest is. That is why, I may make 
a specific allegation here that for poli-
tical considerations, of all labour 
organisations, only the labour organi-
sation which is controlled by the Con-
gress has made this recommendation 
and agitated for it. I feel that there 
is a conspiracy behind keeping all 
these powers in the hands of Govern-
ment. 

My last point is that labour must 
have representation in the manage-
ment of companies. I find that· my 
hon. friend Shri Tulsldas has advanc-
ed a very ingenious atgwnent in 
favour of my contention. He was say-
ing that in England their experience 
was that those labour leaders who 
served on the board as directors did 
not remain labour leaders thereafter. 
I say that that will be a happy revo-
lution for them. If all the Indian 
labour leaders like Shri A. K. 
Gopalan, Shri H. N. Mukerjee and 
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{Shri V. G. Deshpande) 
Shri 8. L. Saksena are appointed 
directors, and they do not remain as 
labour leaders thereafter, then all the 
headache of my hon. friends 8hri 
Tulsidas and 8hri G. D. Somani will 
go away. 

Shri Kamath: What about the Hindu 
Mahasabha labour front? 

Shri V. G. Deshpande: The Hindu 
Mahasabha is always a progressive 
party. 

Therefore, my request to Shri Tulsi-
das is that if for nothing else, at least 
for removing all the labour trouble in 
the country, he should accept the sug-
gestion. I find that our Government, 
with all their progressiveness, with all 
their socialistic pattern of society, 
have only restricted themselves to 
taking away property and rights from 
other hands, and not to look after dis-
tribution, equitable distnbution. This 
power is reaching the Government, 
but they do not want that it should 
reach the labourer. I feel that every 
concern has got four components. One 
is the investor, the second the manage-
ment, third is the labourer and fourth 
is the consumer. We find that the 
consumer has no representative .. 

Shri SiDhasan Slnrh (Gorakhpur 
Distl-South): The producer of raw 
material also. 

Shri V. G. Deshpande: The producer 
of raw material-he Is the ftth com-
ponent. If the Government do not act 
in a partisan manner, if they act 
through a statutory commission, if we 
have got the representatives of labour 
-labour is very ftexible-and all the 
technical assistance that is required 
for the development of industry can 
be available, we can achieve our ob-
jective. My friend was saying that 
for amendment, at least two years are 
required. I say, not even two years 
are required. Before the Bill is pass-
ed, when discussion on the clauses 
starts, we see chits going from here 
and there and at every stage amend-
ments are made. Even to the Consti-
tution and other things, within 8 days, 
within 1!1 days, amendments are made. 

Here we need not worry that time 
would be required for making amend-
ments. I would request the Finance 
Minister to amend the law suitably, 
to move amendments to his own Bill, 
so that the power to exercise all these 
seven restrictions placed on them may 
not be placed in the hands of the 
Central Government but in the hands 
of a statutory commission. We should 
have some representatives of labour 
on the boards. 

Shri M. S. Gurupadaswamy: What 
about the remuneration? 

Shri V. G. Deshpande: The point of 
remuneration is also very important, 
because in this socialistic pattern of 
society, we find that Rs. 50,000 is the 
humble minimum that has been fixed 
in the case of companies which are not 
getting any profits. If they begin to 
make profits, no ceiling is fixed. It 
is unfortunate and ironical, but very 
generous of our Ministers, that when 
they themselves have put a ceiling on 
their income, when they are getting 
only Rs. 2,200, they are prepared to 
give to others more than Rs. 4,000 per 
month. It is really generous on their 
part, but that indicates that they are 
not really serious about the socialistic 
pattern of society. I am personally not 
very highly enamoured of this phrase 
'socialistic pattern of society', but I 
think that the minimum remuneration 
that you have to fix ought to have 
some proportion to the realities of the 
economic condition prevailing in the 
country. I do not think that lakhs and 
lakhs of rupees per year can be the 
only incentive. I know of instances 
where there are many concerns in this 
country which are doing pioneering 
work in the manufacturing sphere, 
but are receiving no encouragement 
from our Government. I was yester-
day surprised to find that our Five 
Year Plan includes a plan for 
the erection of certain vegetable 
oil factories also. Vegetable ghee 
is a new industry that our Gov-
ernment want to encourage. My 
own feeling is that there is an attempt 
to make the rich people richer, while 
the poor are becoming poorer. Nobody 
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has got a tear to shed for the latter. 
Therefore, I would oppose this re-
muneration clause which is preposter-
ous and against all our ideas. 

BUSINESS OF THE HOUSE 

Mr. Chairman: I have to make an 
announcement. It relates to the dis-
cussion on the Report of the Press 
Commission. 

The House has already agreed to 
sit one hour longer on the days when 
the Report of the Press Commission is 
taken up for discussion. Accordingly, 
the House will sit on Friday, the 19th 
August and Saturday, the 20th August, 
from 11 A.M. to 6 P.M. On Friday, 
the 19th August, 1955, the Private 
Members' Business will be taken up at 
3-30 P.M. instead of at 2-3()' P.M. 

After the present business is finish-
ed, that discussion will commence to-
morrow. 

Pandit Thakur Das Bhargava (Gur-
gaon): When will the Press Commis-
sion's Report be taken up for con-
sideration? 

Mr. Chairman: It will commence to-
morrow. 

Shri M. S. Gurupadaswamy 
(Mysore): Since there are a 1aqe num-
ber of Members who wish to partici-
pate in the discussion on the Com-
panies Bill, may I request that the 
time allotted for it may be extended? 

Shri Kamatb (Hoshangabad), We 
should have 30 hours. 

Mr. Chairman: I cannot say. I can 
j"st convey it to the Speaker, and to-
morrow morning that matter can be 
raised by any Member. 

Shri Tbimmaiab (Kolar-Reserved-
Sch. Castes): When will the discussion 
on the Press Commission Report start? 

Mr. Chairman: As at present arrang-
ed, discUssion will begin tomorrow. 

Sbri M. S. Gurupadaswamy: May I 
know if the time allotted for the Com-
Panies Bill is going '0 be extended? 
225 LSD-5. 

Mr. Chairman: That matter can be 
adjusted with the Speaker or the House 
can decide. I cannot say anythill.lC. 

COMPANIES BILL-Contd. 

Shr. B. K .. Ray (Cuttack): This Bill 
has been the subject of vigorous criti-
cism from various standpoints. With 
regard to the nature of the Bill, it is 
a remedial measure. Its object is to 
remedy certain grievances of the share--
holders, to avoid malpractices and 
abuses by the managing agents, and 
to purify the administration and 
management of joint stock companies 
so that it fits in properly with the 
country's economic structure, II'Ild the 
machinery for the development of the 
economy through the private sector. 
Therefore, it is necessarily full of 
checks and balances. Certain portions 
of it read like the fundamental rights 
chapter of the Constitution of India. 
Such Biils do not always please both 
sides. 

Now, the criticisms vary from its un-
workability to its perfection. One 
school claims that it is perfect; the 
other school claims that it is completely 
lInworkable. The real standpoint of 
criticisms, however, lies in appreciat-
ing the checks and balances. In fact, 
after reading the Bill carefully and 
devoting a very long time to it-be-
cause the Bill is both extensive and 
intensive-I became full of admiration 
for the Finance Minister and the Joint 
Committee for their wisdom in bring-
ing forward the Bill to this form. I 
do not say for a moment that it is 
completely without defects. In fact, to 
my eyes there have come some defects 
which I am going to point out verY 
shortly. 

Now, some of the criticisms that 
have been unbalanced. I regret to 
have to say on the fioor of this House. 
are due to the fact that the real ob-
jective of the Bill has not been kept 
in view. What are the objectives<' The 
objectives are, first of all, in the 




