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LOK SABHA
Saturday, 10th September, 1955

The Lok Sahha met at Eleven of the 
Clock.

[M r .  S p e a k e r  . i n  the Chair ]

QUESTIONS AND ANSWERS 
<2Vc Questions: Part I not published)

11-02 A .M .

MESSAGES FROM RAJYA SABHA
Secretary: Sir, I have to report the 

following two messages received from 
the Secretary of Rajya Sabha:

(1) I am directed to inform the 
Lok Sabha that the Rajya Sabha, 
at its sitting held on Thursday, 
the 8th September, 1955. passed 
the enclosed motion concurring 
in the recommendation of the Lok 
Sabha that the Rajya Sabha do 
join in the Joint Committee of the 
Houses on the Bill to provide for 
the acquisition and termination 
o f Indian citizenship. The names 
o f the members nominated by the 
Rajya Sabha to serve on the said 
Joint Committ;:e are set out in the 
■motion.

Motion

"That this House concurs in the 
recommendation of the Lok Sabha 
that the Rajya Sabha do join in 
the Joint Committee of the 
Houses on the Bill to provide for 
the acquisition and termination of 
Indian citizenship, and resolves 

the following members of the 
Rajya Sabha be nominated to 
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serve on the said Joint Commit­
tee:

1. Shri K. Madhava Menon.
2. Shri Jaspat Roy Kapoor.
3. Shri Akbar Ali Khan.
4. Shri Sri Narayan Mahtha.
6. Shri B. P. Agarwal.
6. Diwan Chaman Lall.
7. Dr. R. P. Dube.
8. Shri P. T. Leuva.
9. Shri Trilochan Dutta.

10. Dr. H. N. Kunzru.
11. Shri B. C. Ghose.
12. Shri J. V. K. Vallabharao.
13. Shri M. P. N. Sinha.
14. Shri AmoJakh Chand.
15. Shri Govind Ballabh Pant.”

(2) I am directed to inform
the Lok Sabha that the Rajya 
Sabha, at its sitting held on the 
9th September, 1955, has passed 
the following motion extending 
the time for presentation of the 
Report of the Joint Committee of 
the Houses on the Hindu Succes­
sion Bill, 1954;

Motion
”That the time appointed for 

the presentation of the Report 
of the Joint Committee of the 
Houses on the Bill to amend and 
codify the law relating to intestate 
succession among Hindus be 
extended up to Monday, the 19th 
September, 1955.”

COMPANIES BILL—Contd.
Schedules I to x n  and clause 1

Mr. Speaker: The House will now 
resume further consideration of Sche-
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[Mr. Speaker] 
dules I to XII and clause 1 of the 
Companies Bill. Out of the 4 hours 
allocated for this group, al]|pû  
hour has already been avaHed of 
yesterday and a balance pf h0|un? 
now remains.

The list of selected amendments to 
this group has already been circulat­
ed to Members. ^following are
the "amendments that hon. MCTcibers 
have indicated to be moved subject 
to thflir otherwise admissible.
The list is as follows:

Amendments Nos.
Schedule L—1078 (Govt.), 1079 

(Govt.), 1200, 1175, 1176, 1152, 1153,
1177, 1178, 1179, 1180, 1181, 1080
(Govt.), 1182, 1081 (Govt.), 1183.

Schedule U.— 1184, 1185, 1186, 1187.
Schedule m .—1082 (Govt.), 1083 

(Govt.), 1084 (Govt.), 1085 (Govt.), 
1086 (Govt.), 1087 (G ovt), 1088
(Govt.^).

Schedule IV.--1089 (Govt.), 1090
(Govt.), 1091 (Govt.), 1092 (Govt.),
1093 (Govt.), 1094 (Govt.), 1095
(Govt.).

Schedule VI.—1188, 1189, 1154, 1203 
(same as 1154).

Srfiedule IX.—1096 (Govt.), 1097 
(Govt.), 1098 (G ovt).

Schedule XII.—1099 (G ovt).
Schedule XHl.—440.

(New)
Clause 1.—62,320.

Schediile 1
The Minister of Finance (Shri C. D. 

Dedunnkh): I beg to move:
(1) Page 295, line 3— 

omit “ 13” .
(2) Pages 303 and 304—

omit lines 38 to 43 and 1 to 8
respectively.
Shri B arm ^ (North Bengal—Re­

served—Sch. Castes): I beg to move:
Page 304^
fur lines 4 ^ d  5, substitute:

”50. (1) At the annual general 
meeting the Chairman of the 
HaiMlin  ̂ be elected from the 
shareholders present, and for the 
imuMw ^  tjie
nhj ĵrmMi, if any, of the Eoaril 
or in his absence, any other person 
nominated by the Board shift 
preside.

(2) The Chairman, if any, o f 
the Board shall preside as chair­
man at every other general 
meeting of the company.”

Shri K. K. Basn (Diamond Har­
bour): I beg to move:

(1) Page 3 0 4 - 
after line 32, insert:

"55A. List of business to be 
transacted which shall include the 
charities made during the year 
along with the organisation an4 
their character thereto.”

(2) Page 308, lines 21 and 22—
for **the amount recommended by 

the Board” , substitute:

“eight per cent, unless sanction­
ed by the Central CJovemment**.
Shri K. P. Tripathi (Darrang): 1

beg to move:

(1) Page 308—
after line 22, insert:

” 85A. The company in a general 
meeting of the Board may declare 
bonus to workers. This may be 
wholly in cash, or partly in,cash» 
and partly in bonus shares of the 
company.”

(2) Page 308, line 31—

for ‘‘meeting contingencies or for 
equalising dividends” substitute:

“meeting contingencies lHw 
compensation for lay off and re­
trenchment or for equalising divi­
dends, wages a n d  b o n o ^ .  ^
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Shri K. K. Basa: I beg to move:
(1) Page 8®9, line 45— 
after “the company” insert:

**including those ol Ihfe b r a n c h e s  

i f  any” .
(2) Page 310—
for Regulation suhstii^e*,

-96. The cooapwiy diaU not 
capitelise the reserves or any iX)r- 
tion thereof except for adding to 
block capital” .

(3) Page 310—
/or Regulation 96, substitute:

*W. The compiMiy shan not 
capitaOise the reserves ot to y  pfit- 
tion Iheredf unl«tt a boniia iis p M  
out of ttie reaervtBB 1» the W«rl6ef8 
and employees equal to three 
months* wages for each year dur­
ing which the reserves aecunnilftt- 
ed” .
(4) Page 3lC^
for Regulation 96, substitute;

**96. The company shall not 
capitalise the reserves or any por­
tion thereof unless fifty per cent, 
of the reserves is distributed as 
bonus to the wOTkers” . -
(5) Page 311, line 4 3 -
add at the end:

** (objects should not be more 
than which are all connected 
and ancillary to one another)*’.
Shri C. D. Deshmukh; 1 beg to move: 
Page 312, line 11— 

dfter “addresses” inseH "dei- 
c r i p t i o n s . ”

Hhri K. K. Basn: I beg to move: 
Page 312, line 3 7 -  
odd at the end:

“ (objects should not be more 
than six which are all connected 
and ancillary to one another)” .
Shri C. D. Deshmukh: I beg to

move:
Page 313, line 4— 

after “a d d r ^ ” insert “descrip- 
tlans” .

Shri K. K. Basm I beg to move: 
Page 318, line 2— 

add at the end:
“ (objects should not be ttiore 

than six which are all connfeCtfed 
and ancillary to otte fi&otber) ’̂.

ScheM e U

Shri K. IL B a s n :  I beg to md̂ 6̂:
(1) Page iSne 2 3 -  
add at the end:

“ (objects should not be more 
than six whith are all cottnected 
and MMtillary to one andther)” .

(2) Page 323, line 18—
after “openihi^ insert “and cldtt-

i « r .
(3) Page 824—
for Regulatiidti 11, substttUtt:

“ 11. Whett any issue of rfiares 
or debentures is u n d t e r w r i t t e n ^  t h e  
names and addresses of under­
writers and where the under­
writers are a firm (h* a compass, 
the names and addresses of liie 
partners of the firm or of the 
directors of the c o m p a n y ,  as the 
case m a y  be, the class of shares 
underwritten and the number 
shares of each such class, the time 
allowed for fulfilling the under­
writing obligatiMis and the name 
of the bank which has g iv «i a 
guarsintee for the due fulfilment 
of the contract; and the opinion 
o f  the directors that the resources 
of the underwriters are sufBcient 
to discharge their obligations**.
(4) Page 326, line 41— 
after “liabilities** insert:

**includihg that of branches 
specially, when the main opera­
tion of the company are in such 
branches**.

Sefaednle m
Shri C. D. Deshmukh: I beg to

move:
<1) Page 333, lines 16 and 17— 

for “ three years'* suhstituts 
“five years. ■*
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[Shri C, D. Deshmukh]
(2) Page 333, line 21—

for *three years”
‘*five years” .
(3) Page 333, line 23—

after “respect of* inaert
“four years, three years’*.

(4) Page 333. line 25—
after “ references to”  insert

“four years, three years” .

(5) Page 333, line 28—
for “three years’* substitute 

“ five years” .
(6) Page 333, line 35—

after “references to” insert
“ five years, four years*'.
(7) Page 333, line 40—

after “less than** inseH 
“five years, four years**.

I beg to
Schedule IV

Star! C. D. Deshmukh: 
move;

(1) Page 339, line 43—
for “three years” substitute 

“ five years* \
(2) Page 339, line 46—

for “ three years*' substitute 
‘five years*'.
,3) Page 339, line 4ft—

after “ in resp ect o r ’
“four years, three years” .
(4) Page 339, line 51— 

after “to** insert “four
three years**.
(5) Page 340, Une 2—

for “ three years ’ su bstitu te  
“five years” .
(e; Page 340, line 9—

■ after “to” insert “ five years, 
tour years” .
(7) Page 340, Une 13— 

after “not less than” insert 
“ five years, three years” .

fnsert

years,

Schedule VI 

Shri K. K. Basu: I beg to mova:

(1) Page 361—

after line 2. insert:
“ (In the case of branch offices 

a separate account to be submit­
ted)**.
(2) Page 361—
o/ter line 2, insert:

“ (In case of a branch office 
where main part of the manu­
facturing is done, a s^ ^ a te  
account is to be submitted)**.
Shri EL P. Trlpathi: I beg to move;

Page 364—
omit lines 13 to 21.

Shri K- K. Basu: I beg to move:

Page 364—

omit lines 13 to 21.
Schedule X

Deshmukh:Shri C. D.
move:

(1) Page 370—

I beg to

“ Generalafter line 4. insert 
Form**.

(2) Page 370—
after line 19, insert:

“Form for affording menAers 
an opportunity of voting for 
or against a resolution” .
(3) Page 370—

omit lines 36 to 39.

Schedule XU
Shri C. D .Deshmukh: I beg to

nove:
Page 376, lines 4 to 14—

omit column 4 headed “extent 
of repeal** and all the entries in
it. "
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New Sebednle x m
BbFl Kmmafli: (Hoshanffabad): I

beg to move:
PMge 376—

after Une 14, odd;
•♦Where such net profits 

do not exceed Rs. 20 lakhs
11 per cent

Where such net profits 
exceed Rs, 10 lakhs but 
do not exceed Rs. 30 lakhs

9i per cent
Where such net profits 

exceed Rs. 30 IfJshs but 
do not exceed Rs. 40 
lakhs ^

8 per cent
Where such net profits 

exceed Rs. 40 lakhs but 
do not exceed Rs. 60 
lakhs

* per cent
Where such net profit 

exceeds Rs. 50 lakhs •
5 per cent- 

dan.se I— (Short Title etc.)

Sbri Bane: I beg to move:

Page 1—
for lines 7 and 8, substitute:

"(2) It shall come into force 
on the first day of April, 1956” .
Sbri K. K. Basn: I beg to move:

Page 1, lines 7 and 8—
for “such date as the Central 

Government may, by notification 
in the Official Gazette, appoint.** 
substitute “January 1, 1956” .
Mr. Speaks: All these amendments 

are now before the House for discus­
sion.

Shri K, P. TripatU:. Yesterday, 1 
was discussing my second amendment 
No. 1153. The clause reads as follows:
*'...... meeting contingencies or for
•qualising dividends....... ” I have pro­
posed that this phrase be substituted

by “meeting contingencies like com­
pensation for lay off and retrenrhment 
or for equalising dividaids, wages and 
bonus” . Obviously, in the existing 
structure of society, somehow it secns 
that when the question of allocati<m 
of profits, etc., are discussed and 
considered, the only persons who are 
in the view of the Finance Minister or 
generally of the people who deal with 
companies are the shareholders and 
the management. But, after the chang­
ed pattern of society which we have 
adopted, namely socialistic pattern, 
workers have become shareholders in 
Industries. Therefore, it is very 
necessaiy that they should not be for­
gotten. How shall they appear in this 
distributicHi of profits? That is the 
question. The clause as it exists says: 
“meeting contingencies or for equalis­
ing dividends” . Dividens are not the 
only things distributed out of profits 
today. I was argumg yesterday and I 
argue still that one of the ways in 
which profits are distributed today is 
by way of bonus. In India, in almost 
all industries, workers are getting less 
than a living wage and therefore the 
tribunals have ruled that they are 
entitled to bonus out of profits. Bonus 
is regarded as deferred wage. In that 
case, obviously, when we consider the 
distribution of profits, the question of 
distribution of bonus arises as a result 
of the system which we have adopted 
as our ideal for distributioa of profits. 
That has to be provided somev^ere in 
this BilL I do not find that it has been 
provided in the existing dausQ.

From an analysis' of the reserves, 1 
find that the employers or the shai^ 
holders or the management are creat­
ing a very large number of them. Apart 
from the general reserve, they have 
also created a dividend equalisation 
reserve, taxation reserve, machinery 
replacement reserve, depreciation 
reserve, reserve for passage back 
home, etc. When Europeans are con­
cerned, they have to go back 
home after every two years. There is 
a special reserve created for that 
purpose. There are the pension reserve; 
the provident fund reserve, etc. In 
this way, a large number of
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tShrt K. p. TrtBathl]
€F«at^ oMt of the Tliese

^  and thiere^Qie tot
^ « » c i^  T^seirie is ct««te4. 

^lii^ a^oiiX SFtataaiory UabiU^ 
wfeich w d u ^ e s  Iwve tp pay a# a 
i;^uU of laws passed in this, coim- 
t«r l̂ y 10ms Par^wrveat. I ckraw th» 

at Sous^ to the toUow- 
laws wiftqh h«̂ ve been passed. 

Com^engaitto tor off ajod rcrtiranclî  
H9̂ :  we passed a law 
U oblifiatojy oa empl^yeirs that cm r  
pensatiQn sh^, hav« to hq, paM lov 

ofT and retrencbnjien* for a «wta«i 
m im b» of dwrs. But, no ^
been created for ^ s  puiBPse  ̂ U al«« 
«»d until t^ re  iS; a re^m-ye- y^ovicM 
tor this conting^cy, bow sMjL a 
company pay this parUcuiar UaisdlMy 
Wiw# loss occiwa? I dr^W/ the «ktei^ 
tion of the hon. ts% thê  cafiw
that occurred in whjwk <iu€f to a 
large-scale crisis, a ;aTy«» m m ber o< 
tea gard âs  ̂ ctosod; G»ymmm%  «wJ 
thajt there w4s RwMffivsi w a ^
law. w9S(f̂  ipoeasq: ws«e
which caofly^ I?# reduced. Tbe?e WH9 
no researve fror*, whicljt iFWWft$@» 
wages poMld b® ^^aojteed op 9 ^  
Therefore,  ̂ the FtMnce M i l l e t  h ^  

siA4;fiK9ted thal; wafes sbfiruld be 
scaled down, l^ w  c « i  mimioftim 
wa^e be scajied dc«n, I do not 
If it i?. scaled down, eea^es to l »  
minimum, wage. Tbftt waa the 4e>aoe‘ 
which the Finance M^nijsler s;;^eetiet| 
Md ultipn^tely, th©* eowntiy  ̂ HaA to 
agree to that, I fi© 4  taai theire is no 
corresponding reserve created for 
equaiUaiRg the wages of paying mini- 
raum wages or gaaaranteeing mteHnum 
wages. I  find six dayĝ  work has been 
gua$anteed  ̂ in oerê aoA is»liistries. But, 
th m  is no p̂eckBit m arve created. 
Bdw  ̂caâ  there bê  a guarantee if there 
is no reserve? Otedously, as soon £W 
a. contmfiBBcy a»ises  ̂ there win be a 
tocdc out Or »  closwre and the company 
wiil say< w e cwmot pay and ttie pro- 
v^ on  itt that law will be nugatory. 
After aa, it4j» the du^  o f Paritament 
tô  see idKit it creates an o l^ a^
tien. o » ‘ am- incbiatfy, there- musi be 
9sme c^iennel or machinery or reserre 
created whe«toy tkafc obllgatteii can

be tuMBed, 1 bumbly IM  tft Mftflcdt
that no such demand hast b « »  •*•!» 
Merely an obligation has been laid. 
The industries have not provide* any 
reserves for theM obUgatwiw tJwt are 
statutory ultimatdy. Mo «uch resenre 
has been erealJed. Simlinrl^  ̂ tfcere is 
a statutory- ohlig«tto» to wmoMe 
materfrfljy benefits. There is the sta­
tutory obligation m r«cect. <rf ^rovi- 
dent funds* ilmj?iQyee% State Insur­
ance, miniroum wages^ etc. For all
tSiese, no ajiecial reserves are created.
I therefore humbly beg to submit that 
it is necessaay thaik ti»8e seaerves 
should be eueated .TbereioBe. I have 
said:

for *^eeting contingencies or for
equalising <^vidends” substitute:

“m eeti^ contingencies liJce
compensation for lay off and
f^ i^ h fp e n t or for equalising
dividends, wages and bonus” .

only thing mentioned in the
Bill is “equalising dividends” . I am 
adding wages and bom». For that also 
an equalisation reserve should be 
created.

I  k n o w  t to 4  s im p ly  b y  pjsevtding 
this in the Bill I am not creating the 
reserve, because frfter all it says ttiat it 
can be created, but whether m s  will 
be created nobody knows. This reserve 
will not be created until and unless 
the industry desiues to create it. This 
will be an Indication to the industry 
that it is desirable that this should be 
created, but I am sure most o f 
Industrialists would not come forward 
to create it, and possibly some sort 
0  ̂ compulsfMTy legislation shall have  ̂to 
be undertake so that tWa reserve 
may be created alongside the dividend 
equalisation reserve. I do not know 
wheUter the Goverfiment wilt at wiy 
time, now or in the future Ifeink in 
terms o f  conq^eilteg ibm tod u e^  tfc* 
create such a resen t but it Ui my 
duty tb po&it out tt is naaeiieaiT» 
and it is for this reason that I m
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putting it in a permissive way. I do 
6ot fhiidc it be dtfteult lor thi 
rfeMftice MiniBtet to accept hettm e 

# i »  nm b y  itself OT«te a n y  
and it is only an indication 

Hitf industrialists to follow.

Ifhe tMrd aWi€»ifiAnent which I feave 
liSc^ed seelfes to oftiit lines ^  21 ^  
Itegfe 364. 'Wies* Hnes ^ve power it» 
tSte Gk r̂ertlrtient to that a com- 
ptcAy Shaft nttt be o b f i ^ ‘ to siiow tlte 
amount set disidtf for j îfovisions o t l^  
than tht«^ r^ fifitf to depreciation, 
rettiewid 01* dhniiitftion in the vatue of 
assets. I feel thaf the data whicli
shtKild be aviailiaMe and wMch are
available in othej* cotftitrtes of the 
world with regard to industries are 
hot available in tiiis country. Yel, it 
is very necessary ta know h o w  a  
company runs, What are ttie reserves 
it c re ^ s , how it spends itŝ  funds, how 
it distributes its pirotfts etc. T h M  
should be opeh and above board. 
These are not private things, that is 
what I beg to ar<ue. The affairs of 
a company are not private. The 
affairs of a company are public,
and therefore the data which are
necessary to  tiie coontzy to know in 
order to find out whether the indus- 
tJri  ̂ structure iŝ  healthy or unhealthy, 
is very necessary, and if this clause 
is there in the way in which it exists 
today, so that ftie Goveriiment n W  
permit industries and concerns not to 
divulge this data, X Would say that 
the country would be pobi^er' in that 
case. After all, we are in the plan­
ning stage and plan means that on 
the basis of existing knowledge we 
plan fbr the future. If we provide 
this power to Ihe Government in the 
body of this Bill to permit industrial 
units to hide facts from the coimtry 
and public, to that extent neither the 
Crovemment nor tlie public will be in 
a position to know them, and not 
knowing them it will not be in a 
position to appreciate the plan, 
whether the plan ts properly framed. 
Whether the country is running pro­
perly. That difficulty would be there. 
Therefore, I think the Government 
shotild not have these powen. A fta  
all, all companies should be put on

the same footing, and an coBGj^mes
^ o o l d  b e  tokdm  ite
1̂  of ttie land t6 five  certain facts.

It nri^t be SSad fltot ^  Osntral 
Govertttieiit fe s a G s ^  «Mit «ie  iflf6r- 
Ttaiikm ^ u f d  hot be ffiidotfed M the 
p m k  ii«eresi or fhaf it wbii&f pre- 
jtidfce the cOiS^any. the»e a ^  the 
two cieses hi #h li^  p6#er has
been taken by the Govemm«it. I 
humbly submit that in these c«ses 
also the facts should be divulged. I 
humbly beg to submit that the dividg- 
ence of the facts does not go against 
tiie pubUc interest, does not go against 
the interests of the company. It is 
necessary that these facto are known, 
ifid ^  ttiese ^er pObli&Ai. we
wil4 be in a difRfeUlt ^ t io n »  because 
we the workers have to negotiate 
for our rights, for our bonus, for our 
wages, and since in India trade union­
ism has come to stay on the basis of 
negotiation, we negotiate with the 
em ploy^  for our bonus and wages. 
These negotiations can proceed only 
on the basis of knowledge. If the 
fact^ are mj6 dlvulaed^ tow  dsaH we 
deal with these companies? We can 
deal with them <mly if we know the 
facts. In cduntfdes, I submit,
aa these facts are teiown, and the 
industry aŝ  weii as the workers are on 
an equal footing when they negotiate 
lor t*»ir demands, but in our country 
we find that we <to no* know most of 
the factff̂  and the industry has an 
added advantage based on our igno­
rance, and so* whenever we go on the 
basis of negotiartion we fail. On the 
basis of strike also we fail because 
there is a tug-of-war and our fighting 
capacity is lov<̂ . Therisffot ,̂ if it be the 
p<rfiey of the Statb to leplttce pro* 
gressiv^y ^ikes* by negritiation, in 
that case it wonld be necessary that 
all these facts are made available to 
fee .trade unions and tlie country, 
so that on the basis of equal know­
ledge trade unions and the employers 
might negotiate. Therefore, I  would 
request the Government not to have 
any powers which may prevent know­
ledge from coming to the lore, and I 
would request the Govemm^t still to 
consider that tiiis power may not be
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[Shri K. P. Tripathi]
taken by tbem. I argued similarly 
with regard to another proviso earlier, 
but the Government did not find it 
possible to accede to my request. I 
hope that Government may find It 
possible to agree to accept my request 
at least in this case, that the powers 
which hide facts from the nation 
should not be taken by the Govem- 
ment.

Shri K. K. Basa: Several amend­
ments have already been moved 
yesterday by my friend Shri N. B. 
Chowdhury. I also want to move an 
amendment standing in the name of 
myself and Shri V. P. Nayar.

By our amendment No. 1175 we 
have added one clause to Schedule 
No. 1 in page 304. The addition 
reads:

“55A. List of business to be 
transacted which shall include 
the charities made during the 
year along with the organisation 
and their character thereto.”

We have tried on previous occasions
through several amendments to dis­
qualify any charities made to organi- 

’tions with whldi political organisa­
tions or parties are connect^, and we 
have said that these sboulid be made 
illegal imder the statute. But, 
unfortunately, that on the whole has 
not been accepted and the Finance 
Minister , in reply has said that a list 
of these charities is given in the 
general meeting naturally the
shareholders have a knowledge as to 
what is done. In my amendment I 
want only to provide a statutory 
obligatiMi that this should form a 
part of the list of business. It mis:ht 
be, but I do not know If there is a 
practice of circulating a list of the 
charities before the general meeting, 
but if it forms part of the list of 
business, the general body can exinress 
its views as to the particular type of 
institution to which the contribution 
has been made.

As I have said earlier, sometimes 
we have been told by these businesi- 
men that they had to contribute funds

because request is made either by a 
Minister, or some other very impor­
tant personage in the political life of 
that part of the counrry. Naturally, 
these businessmen dare not go against 
the indirect pressure, if I may say so* 
of the Minis'ter or the other Important 
personages. I would like to say, 
therefore, that we have still doubis in 
regard to this matter. We feel that 
the time has not come when we can 
say that Government will not put 
some sort of indirect pressure on the 
business world to contribute to their 
funds. If these funds are funds start­
ed in the hallowed memory of Gandhi- 
ji or Kastur Ba, for instance, then 
certainly we would have no objection 
to contributions being made to those 
funds. You know very well that 
when the national funds were raised 
in the year 1905 or 1920, as for 
instsmce, the Tilak Fund, etc., the 
contributions were made mostly by 
people with small means. I have 
been told that even recently, a major 
portion of the funds contributed for 
the Kastur Ba Fund came mostly 
from,the villagers or persons with 
small means. So, if contributions are 
made to such funds., we have ntv 
objection. But today, we find that 
the business world is contributing 
funds for other purposes also. They 
say, the Minister is asking for funds, 
naturally we cannot help contributing, 
and therefore we have got to accede 
to his request.

We have seen also recently how for 
reception of a big personage—Minister 
or possibly the president of a local 
Congress Committee or somebody else, 
—on the occasion of his birthday, a 
big purse was raised. Of late, we 
find that this business of birthday 
purse has gone rather too far in our 
country. Formerly, we used to cele­
brate birthdays  ̂ of persons like 
Rabindranath Tagore or Mahatmaji 
only. But today we find that every 
other day in connection with birth­
day presents for Ministers or other 
Important persons, purses are being 
raised. In one year, it is raised in con­
nection with the seventieth birthday.
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and in the next year it is raised for 
the seventy-first birthday and so on. 
Thus, we find that these purses are 
increasing in geometric progression 
every time. I know fully well that 
on one occasion for some important 
person out of a purse of Rs. 1 lakh 
or Rs. 70,000 or so was paid just by 
one or two individuals connected with 
business; and not even 10 per cent of 
that amount was from the common 
man in recognition of the services of 
that particular gentleman or out of 
love and affection for him.

I have no objection if the share­
holders themselves decide that the 
contribution migh^ be made for the 
reception of a big personage or a 
Minister or for some special fimd with 
which a Minister might be connected. 
But under the statute as at present 
sramed, power has been given to the 
board to contribute funds, and we 

've accepted an amendment in that 
regard also—on the plea that other­
wise charity will be affected,—and 
increased the amount to Rs 25,000. I 
therefore urge that here when we are 
enacting a sort of model for the 
articles of association which a com­
pany should adopt, we should see 
that a specific statutory provision is 
made there to the effect that in all 
cases these contributions will form 
the subject-matter of the list of busi­
ness of the annual general meeting of 
the shareholders, where the sharehold­
ers, will be given full opportunity to 
express their opinion as to whether 
the board of directors were justified 
In making such contributions. This is 
what I have sought to provide through 
my amendment No. 1175.

I now come to my next amendment, 
viz. amendment No. 1176, which reads:

Page 308, lines 21 and 22—
for ‘the amount recommended by 
the Board’, substitute:

‘eight per cent unless sanctioned by 
the Central Government’.

't is true that Wli Btve al present 
the private sector, and it is quite 
powerful too. But we should also

remember at the same time that Par- 
nament and the nation have acc^ted 
the objective principles of planning. 
We have had one Five Year Plan 
already, and we are now embarking 
on a Second Five Year Flan, wtierein 

are going to have bigger targets 
m order that the condition of the 
common man may improve. I would 
therefore suggest that it is absolutely 
necessary that the resources of the 
private sector also should be properly 
canalised and allowed to be distribut­
ed in a particular way. That is why 
I have provided in this amendment 
that, normally speaking, the divid«id 
should be limited to eight per cent; it 
may be increased in special circum­
stances if the Central Crovemment so 
think fit and give the necessary 
approval for the same.

The reason why we have provided 
for eight per cent, is this. We feel 
that normally speaking, eight per 
cent, will be sufficient return on 
any particular investment In the 
case of loans we have provided 
only for six per cent under the gene­
ral law of the land, and in the Civil 
Procedure Code also we have provided 
only for six per cent as the rate of 
mterest. Here we have provided for 
two per cent more. We think that 
that would be adequate. We know 
that there are tea gardens which have 
given dividends of the order of 100 
per cent or more. But when a crisis 
occurs in the international tea mar­
ket, they come to Government and 
say, unless you give us loans, and 
imless you arrange for accommoda­
tion, we shall have to close down our 
concerns or we ^ a ll have to reduce 
the amenities—whatever meagre sub­
human amenities may be there— 
provided for the employees. By my 
amendment I seek to provide that 
they will not fritter away their 
resources by giving huge dividends. 
And for this purpose, power is vested 
in Government to see that normally 
eight per cent will be the maximum 
dividend that any company may pay  ̂
but in special cases, or in particular 
.types of companies which have embark­
ed on a new industrial venture in our
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OoveixiRieDt m aj give 

Bistion liar t e  pajnnent of a bigher 
i8tc oi dividead, ia w w  el the fact 
ftak t e  nek iinrel^ed wa«. 0tea;ter. Id 

cmm, Aould see that tlie 
eempany does firlttes away its 
resources by pftjfln* huge dividffi»ds 
wiien it has earned ezKHxnous pcoat& 
We should see that the lesouiees of 

l ^ a t e  seeter are property utilis­
ed am  utilised  ̂ ki the best 
isterests cl the nation’s Indus- 
txiai fficpansion programme. Espe­
cially \»̂ eni we are having a plaD> 
fied: economy, it is absolutely necessary 
{hat the jrivate seetor too aheiild 
work withia the framework of the 

aad wtthin the ideoltogy th«t 
-we have accepted* under the F i^ ,

The third amendmet which I have 
got in my name is ameoctoent Ko. 
1181, whereby I seek to provide that 

objects tor vt îich a company m»y 
be e^blished should not be more 

than ^x, and those six also should afi 
be connected ones. The other day.

we were dieeusskig ^  Chapters 
reSat^ng to memorandum and articles 
o f  asMcdatlen  ̂ ft was clearly ^ated 
that the Bhabha Gommittee were fblly 
aware of flse danger of inter-lockang 
which is now prevalent in Uie 
countr3̂ s econew^' liie. This inter­
locking is not in many cases to Hie 
benefit of the country. But my hon. 
triend Stiri G. D. Somani has said 
that if a businessman has money with 
lixm, he should be allowed to Invest il̂  
in whatever enterprise he likes. Here 
I join issue with him. It is true t^t* 
the private sector should be allowed 
to work witf̂  ̂ a c r̂tlaiii amounir of 
freedom, buf it she^ld woris wfesin a 
ceetB^  framesworlft /&£ pr̂ esent, 
what happens that if  there- is a 
■cotton mill which has g&t accu- 
imilErteds pwrfits worth about Rs. 30 
la  Rs. 40 lakhs: sp^^ad' over a< 
paAoA of five or six ywirs, all of̂  a 
sudden, it tales ft fiittf tts Head 
invest ttiat moncjy in a jute mill or 
•cement factory beisause it finds that 
-that is giving a greater return, or ih 
rsome olfeer vestUft ii^cfi is Mi»ly to 
:glve quitter rettims. We l^ow  ffrom

eitpe^fence how tlie ptH  ̂ t«A or 
twelve yiMfs, m  mtffiy kmuaoiB, Hkm
l>u^*iestf world hias g ^ e  and iiK«»estid 
its money iii vWHKtfetf 
doiek^ or giwffter re fill^ / Unit which 
m y  not be ae n̂SBSttfy  tt&m the p d ^  
o i  o f the Mdttttflal etevelo|»iiewt 

the Vfsiim. Whftt 1 woald iirge 
«ierrfore is thart sfcoald hot m tm  
them to invest ttiedr moiie9  ̂ ia any 
maiwer tlley like, by h t f » ^  objects 
in Iheir menttotattduwi fft>m A  to Z 
’.vhich may ttdt 4 l  <MMixiecteift with 
each other. I know, for instance, of 
a publishing hou^ which has as one 
o f its objects the manufacture Of 
aeroplanes or aircfafts. In this way, 
they go on keeping everything within 
their scope, S6 thdt they may go in 
for whatever they choose. I submit 
that we have to consider here the 
(Juestion of interlocking that is likely 
to" resuft thereby, and also the possi- 
bifity of Hhe fftaritttttr wWId behaving 
in a fashion which may not be in the 
best interests of the' country. We have 
to see that the private sector works 
within the framework that we have 
l^d down in our Plan, and within the 
sodsl objectives of the Plan.

Therefore, we cannot allow these 
people to invest their surplus money 
in some factory or in some concern 
which at a particular moment may 
not be necessary for our Nation and 
may be in the best interests of the 
country. We have our limited resour­
ces. It is the duty of Government to 
see that there is the maximum utilisa- 
ion of our avallAbla resources In 

objects which would be to the common 
benefit o f  Hie dtlseens o f  India. There­
fore, we have suggiested a limitation 
on. dividend and a limitation 
on the objects of a company. This is 
based on the theory that the private 
sector should bie alltnwed to work 
within the framework of the social 
objectives of our plan, and tliere 
should be some sort of limitation as 
to the mode in which they can go on 
expanding. There are certainly 
industries which it may be necessary 
fbr- (tag Qotmm ft) « s t^ s h . We 
siiaH save the accumttlatied resftrver 
of the iJrivate industry fbr that. It'
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our countrymen are satisfied with 16 
yard* per capita fet the movmMomi, 
and i< we u^se- the sw rfto ftr
bu«dteg up th* lM»vy cbeimcal mdus- 
try or the heavy eleetrieal indus^ , 
for whieh money is needed, ceirtaMIy 
our cotmtrymen, 'wiio have sacrificed 
and suffered so Hmeh for ^ e  freedon 
Tnorement, will continwe to (fo so 
the bwMing oi the ftrtore of the coun­
try which we all hope for and otpect.

My amendment No. 1178 deals witn 
the prc.viston regarding capitalisation 
of rererves. In this connection, I also 
support the amendment moved by my 
friend Shri K. P. Tripathi. regarding 
reserves and issue of bonus shares. 
On this issue, w h^  we were dealing 
the clause relating to bonus shares, it 
was pointed out that if a company 
had reserves and wanted to i‘»Fue 
bonus shares, they should be so irtDTs- 
ed only against increase of the blook 
capital. We have known many of 
these companies; they made huge and 
enormou*! profit«: dur’ner the last ten 
or twelve yeart^ duilDg the war. 
during the post-war period and also 
during the Korean boom. They had 
distributed certain mcney anci the 
rest o f it was kept as reserve which 
was escaping taxation. Our State was 
deprived of the taxes due from these 
pioftts earned by these people, and 
then these reserves were capitalised. 
Tn the same period, we find that there 
has been over-capitalisation of the 
whole establishment, am: payment of 
a lot of dividend; but we have not 
seen that that reserve has been actual­
ly used to increase the capital assets 
o f  a particular concern. Therefore 
one of my amendment says that a 
company shall not capitalise the 
reserves or any portion thereof except 
fbr adding to block capital. I have 
also said in another amendment that 
there shall be no capitalisation of 
reserves unless a bonus is paid out of 
the reserves to the workers and 
employees equal to three months’ 
wages for each year during which the 
reserves accimiulated. Why I say 
mis is this. As Shri K. P; Tri­
pathi, \dio is an eminent labour 
leader, has said, bonus is a 
deferred waee. We know full well

how these reserves have came to be
accumulated, namely, through tte 
contribution of worfcers. Often we 
are told, when a company has 
build up reserves, that ^  wager ot 
workers have to be kept at a peffticifr- 
htr standard, which standiard in Bo&st 
cases—in 99 cases out of 100̂ —Is stifl 
a sub-human standard. ITierefote, 
whenever a compamy is adlowed •• 
issue bonus shares or capitalise 
reserves, it should be made s  status 
tory obligation on it to see that the 
workers are paid either m the shispe 
of bonus shares or of even catdi 
bonuses—^preferably tiae latter^—«© 
amount equal to fifty s>er cent of the 
reserves. As one hon. Memb^ sug­
gested, if the Grovemment so choose, 
they can say tisat mstead of paying 
cash bonuses, when a c^ita^isatjon 
of reserves takes Id a e«mKmy,
the workers should also be given a 
certain number o f ^ s e s  agafaist the 
capitad assets. Because, as I have 
said, we must keep in view the social 
objectives adumbrated in the diree- 
tive principles of our €«istitution 
under which we are workmg. There­
fore in the case of reserves, aH these 
fiactors have to be taken into cob- 
sidferation. The workers" share should 
be ensured when there is cap^alisa- 
tion of reserves, and c^italisatioiB of 
reserves should take place only 
against increase of blO(± capilaL 

Then we have an amendment 
regarding audit of the branches of 
companies. In this connection, we 
had moved a similar amendment to 
the dause dealing with audit under 
the company law. In reply; the Minis­
ter stated that there was a ^ r ta g e  
of auditors and therefore, they couid 
not make a statutory provision for 
audit of the bnoMfhes a company. 
I do not know wherefrom got
figures to conclude that there is a 
d^rth of auditor . So far as I know, 
at Ifeast in that part at  the' country 
from which I com^ we have many 
good, young auditors who aare not yet 
fUUr up and ^eir services can be 
utilised. H we ia s^  that the audit 
c^ould be done> only by tSie three or 
four top̂  firms in iJie profesito, then, 
o f course, it may not b e  possble
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have audit of all the branches oi 
companies. I say that branch audit 
Is absolutely important. The niain 
work and operation of companies are 
In the branches. You know fuUy weU 
that we have head offices of many 
companies in Calcutta, big managii^ 
agency houses, under foreigners; their 
main <^erations are in branches situat­
ed 200 miles away in the coal regions 
of Dhanbad and Asansol, or in tea 
gardens in north Bengal, Darjeeling, 
Jalpaiguri and so on. Then agam, 
there are many manganese imnK 
< ^ a te d  in Madhya Pradesh; the Iwad 
offices of aU these firms are m Cal­
cutta. Under the present system, ■wtot 
do they do? So lar as these branches 
are concerned, only the certificate ol 
the manager or the important person 
connected with the branch U tak«i m
respect of accounts. A manager cert-
fies that he has purchased Rs- »00 
wortto of furniture. So tar as ^
head office is concerned, it is satisfied 
with that certificate, so long as the 
certificate is given by a person who 
is authorised to spend the amount. 
But they do not go and check up 
whether the articles have actually 
been purchased. I can say with 
authority that there are wses 
when many managers in tea garden 
or engineers in coal mines behave in 
a way that they actually defalcate— 
or do not purchase the articles or 
spend the money for which th ^  ^ve 
certificate. I know in many cases that 
this has happened.  ̂ The auditors 
thems^ves have told me. But as 
junior auditors, they know that if 
they bring it to the notice of the 
authorities, they would not get 
appointed next year. All this is done 
by a coterie of persons who are run­
ning and are in control of companies. 
The head office is supplied with an 
account in a summary form so far as 
the accounts of the branches are con­
cerned. This happens in the branches 
where actually 90 per cent of the 
work of a company goes on. The 
auditors at the head office do not 
go and check up all these things. They 
only audit the books in the head 
office on the basis of the summarised

return or certificate given by the 
ihtemal cashier or the accountant or 
manager at the branch office, ^̂ rtioever 
tfe may be. Therefore, I would request 
Govemmwit to take this state of 
affairs seriously into consideration. I 
know from my experience in Calcutta 
that the real financial state of affairs 

. in regard to most of these mines or 
lea gardens are not reflected in the 
books of account kept in the head 
offices. Therefore, this matter should 
be taken seriously into consideration. 
If necessary— t̂here was a suggestion 
made by some hon. Member— t̂hat 
some other accountants should be 
qualified under the‘ statute and allow­
ed to go and audit the books of 
account in the branches. I say 
This because the amounts involved are 
large. We feel strongly on this. Also 
many foreign firms are involved in 
this, and our country and our nation 
loses a great deal of money because 
of this lacuna that we stiU find in 
the Bill that we are going to pass 
today. 'Hierefore, I have said that 
there should be a compulsory provision 
in the articles of association regard­
ing branch audit. The accounts must 
reaUy state the detailed position of 
the branches and they must be clear 
especially in those cases when the 
main operations are in the branches 
and they should form part of the 
accounts submitted to the general 
body meeting of the shareholders, I 
hope the Government will take into 
consideration all these factors. Other­
wise the certificate of the auditors is 
of no value. In Calcutta there are 400 
or 500 commerce graduates who have 
had some higher account^cy course. 
They should be given licences to go 
and work under certified auditors or 
Chartered Accountants and provided 
for. I would, therefore, ask the Gov­
ernment to consider this fully and not 
to be carried away by the cry that 
there is. a dearth of auditors and so 
we cannot amend the law.

I have given another amendment 
regarding the date of closing. In the 
prospectus wherein notice is given for 
the subscription there should be cer­
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tain facts mentioned. 1 say this that 
there should be a statutory obligaticsi 
cast on the coaipahy to show in the 
prospectus issued the date of opening 
as as the date of closing of the 
subscriptions. Now, we are having 
only a provision that the date of the 
<qpening of the subscription should be 
given and there is no provision as to 
the date of closure;

In the evidence given before the 
Bhabha Ct»nmittee, the Bombay 
Shareholders* Association and some 
other people—even the Begistrar, 
Bombay— who are connected with a 
very in^>ortant section of the indus­
trial world of our country, had cate­
gorically stated that some of the 
people connected with the allotment 
of shares do not behave properly 
because the closing date is not fixed. 
Genuine investors who apply earlier 
are not allotted the shares. Those 
people who are connected with the 
organisation or the promotion of the 
company keep out people whom they 
do not want iuid give shares to those 
persons in whom they are interested; 
they try to get people to contribute 
and then allot the shares; they keiep 
the subscription lists open so long. If 
they find people who are to their 
advantage then they begin to allot 
shares. Therefore, provision should 
be made that in the prospectus both 
the dates for the opening and the 
closing of the subscription should be 
mentioned. We can say that when­
ever a company is floated, say Vithin 
3 months or 6 months, it should close 
the receipt of subscriptions. If a 
particular date is given for closing 
the subscriptions, then immediately 
after that date the allotments must be 
made. Alle^tions have been made 
that at least in 25 per cent of cases 
it has so happend that' as the date is 
not mentioned the persons in whom 
the promoters are interested have 
been asked to contribute and thei 
shares allotted. Therefore, I have 
moved an amendment to this para­
graph of the First Schedule that the 
closing date should be given.

Then, I have another amendment 
regarding Regulation 11 in Schedule

U which relates to underwriting. W« 
know fully well that so long as the 
private sector is there the principle 
of underwriting shares will also be 
there. The Bombay Shareholders’ 
Association has suggested that the 
underwriter should give a guarantee 
that they should themselves contribute 
or get contributed a certain percent­
age of shares and that there should 
be a penalty clause in case of default 
Therefore, I have moved for substi* 
tuting the provision by the following: 

‘'When any issue of shares or 
debentures is underwritten, the 
names and addresses of under­
writers and where the underwrit­
ers are a firm or a company, 
the nam « and addres^s of the 
partners of the firm or of the 
directors of the company as 
the case may be, the class 
of shades imderwritten and 
the number of shares of each 
such class, the t o e  allowed for 
fulfilling the underwriting obliga­
tions and the name of the bank 
which has given a guarantee for 
the due fulfilment of the contract; 
and the opinion of ttie directors 
that the resources of the under­
writers are sufiRcient to discharge 
their obligations.”
This should form part of the pros­

pectus. Why do I put in this provi­
sion? I find that the Millin Commis­
sion which examined the question of 
underwriting in South Africa has 
made, more or less, a sinular recom­
mendation.

“ If the whole or portion of the 
•hare capital or debenture of a 
company being offered for sub­
scription has been or is being 
underwritten these shall be lodg­
ed by the company with the 
Registrar not less than fourteen 
days before the date of the pro­
posed offer of shares or deb«iture 
a copy of the underwriting con­
tract and a sworn declaration by 
the person named as undM-wr'ter 
or if such person is a company, 
by each of two directors of such 
company, that to the best of the 
deponent's knowledge and belief
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«ie  underwriter is and wlU be in 
«  poBHion to carry out liis ob]iga> 
tione even if aack a penon is a 
company, by eech of two directors 
trf such company, tiiat to the best 
<a the depOMDl’s kn ow lete  mid 
belief the tindMrwiiter is  and will 
be in a poGttion to carry out his 
obligations even ft no Aares or 
debentures, as tha cttK may be, 
are applied for.”

We know that in South Africa the 
trade is controlled by Ehiropeans who 
have settled there and who must have 
been nurtured in the traditions of the 
English business. Even there the 
expert committae had come to fee 
conclusion that there should be a 
certain obligation cast on the und^- 
writers which must be there— în 
whatever form it may be—along with 
the prospectus, that they are able to 
fulfil the obligation. We have known 
cases in whidi the companies had to 
sufiEer as a result of getting into con­
tracts with underwriters who are not 
able to fulfil their obligations and ulti­
mately the shareholders or genuine 
investors had to suffer. Therefore I 
am providing that in the prospectus 
it should be provided that the under­
writers are worthy persons and they 
have the capacity to fulfil their obli­
gations.

The last of my amedments is more 
or less on the same lines as the amend­
ment Shri Tripathi has moved. I 
need not deal with it at great length 
or cover the points which my hon. 
friend ISuri Tripathi has already 
covered, regarding the obligations the 
companies are expected to discharge 
under the various provisions which 
have been passed. But, unfortunate­
ly, the Finance Minister has an atti­
tude which goes even counter to the 
principles which the Bhabha Com­
mittee have accepted in the course of 
their recommendations, as a principle 
which should guide the working of 
these bodies corporate. The Finance 
Minister seems to say that this com­
pany law is thare only to guide the 
relationship amongst the shareholders.

The B h a l^  Committee have accepted 
fhe rcconfBMDdatlMi flit Planning 
CommtssiOQ which runs as follows:

“Briefly, the Directive Princi­
ples visualize an economic and 
social order based on equality of 
opportunity, social justice, the 
right to work, the right to an ade­
quate wage and a measrure of 
social security tor all ciUcans. 
They do not pi«tcrifae any rigki 
economic or aociai frame-work, 
but provida the gnlding lines of 
Stmte p < ^ . -
This is So far as private enterprise 

goes. Then they say that it does not 
imply that one must expect private 
enterprise to be the mainspring of 
economic activity in this country, or 
much less approve of all that passes 
for private enterprise in this or other 
countries. They continue;—

“All that it means is that one 
should recognise the. limitetions 
of an enquiry such as ours, which 
is concerned primarily with the 
mechanics of company manage­
ment and not with the basic eco­
nomic logic underlying it.

Even the Cohen Committee said 
that. I need not quote from that Com­
mittee's report. The policy of any 
company law is more or less to reflect 
the economic policy of the nation and 
the (government axe botmd to woifc 
upon it. Therefore, we should not 
work from this angle that Govern­
ment has nothing to do, workers have 
nothing to do, the public have nothing 
to do and the consuming public has 
nothing to do; it is only the share­
holders. That should not be the 
guiding principle for this Company 
Law. Therefore, I con^let^y dis­
agree with the attitude adopted 
unfortunately by the Finance Minis­
ter and reflected in his speeches that 
it is only fop ‘Bie shareholders to 
determine in What way the company 
should be run. As I said earlier, we 
have allowed the private sector to 
work within the framework of our 
Plan,—mixed economy or whatever it
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may be. llie  labourers and employees 
connected with a body corporate are 
the 9 «nons eoBtrttrate larcely
for the building or -creation o f the 
wealth the comoany, and thus the 
national wealtti. There are ako the 
consuming public and others connected 
with them. As Shrl Tripathi said, the 
profit and loss account should clearly 
reflect the position of the body corpo­
rate in its relation with all the
sections of peofrie with which it comes 
across. He h«s given a list of statu­
tory obligations which under the law 
of the land these cojijpanies ^re
ej^pected to fulfil, for instance, mater­
nity b$n?flt5, provident fund, insurance 
T some areas, health insurance and 

certain safety measures in mines. 
Some other statutory obligations are 
cast but the details have not been 
given. The profit and loss account 
should give what amount has been 
spent or provided for such contin­
gencies. We hav^ lumped them all
together. I do not want to go into

rther details. But what I say is 
that this account should clearly rciect 
the conditions of the company and it 
should be open to every ci^en  of 
India or any person connected with 
it to know what the financial position 
of the company is.

Here power is given to the Govern­
ment to exempt certain companies 
from certain obligations under this 
pa^icular schedule of the BiU. As I 
said the other day, when dealing with 
foreign companies, there are certain 
foreign companies who behave in a 
way which is against the interests of 
our country. Of course, the Finance 
Minister may conveniently reply to 
my argument by the arguments of 
8hH Chatterjee who has become smart 
champion of foreign vested interest. 
He will say that there are certain 
international conventions and it is on 
the basis of reciprocity that these 
things are allowed; our companies In 
the foreign countries have the seme 
facilities and so on. I do not 
know whether the laws of all the 
countries are the same. It has been 
said that even in the countries like 
file USA, it is obligatory for every

oreign company to have a national 
on the board of diiedors. ^ e  do not 
have that provisi<m in our oountrF 
That tf»eonr of mutttality is not invok­
ed in this case. B9«n over thoae 
people who fought against the foraica 
exploitation, some Aange has cooie 
since 194t. I de not know why they 
come forward as great defenders of 
the fore'gn concerns.

We made c^ a in  all^atioras against 
some of them. There ane big concenis 
like the ICI, oertein eiport import 
firms in Madras and Id Caketta. A* 
yet no reply lias come from the Gov­
ernment. By malpractices those 
concerns are depriving the Govern­
ment of customs duties; they are also 
depriving the Indian citizens who are 
working in those concerns of the 
boaiuses tiiat they would have got. 
Their books could sot teea looked into 
by Industrial Courts.

Under the provisions of this Bill, 
we have made it obligatory that the 
profit and loss accounts of companies 
should be disclosed and filed with the 
Registrar. But under section 5, the 
Central Government, in the interests 
of the public, may allow these con«»a- 
nies certain concessions. There is a 
certain modification of the conditions 
of schedule I which says that the 
profit and loss account should be kept 
and should be filed. The only statu­
tory obligation cast on the foreign 
companies is the filing of the profit 
and loss account. We have already 
made an allegation and I repeat it. I 
would like the Government to come 
forward and reply to the allegations 
we have made. We have written 
letters about several cases of compa­
nies and we pointed out specific cases 
but the Government has not yet 
replied whether they have made any 
enquiry. Only a letter of acknow­
ledgement was received that they had 
received these complaints. These 
companies have benami agents in 
different areas- The goods which they 
get at £60 in England will be sold by 
them for £120 because they go through 
four or five agencies.
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[Shri K. K. Basu]
Yesterday, in the other House, our 

Communications Minister has made a 
con^laint. We have got to run our 
airlines in a loss because the aviation 
petrol is sold at the highest price in 
OUT country. It s u p p l i e d  to India, 
Burma, Australia or any other coimtry 
from the same source. Then why is 
t t  that India has to pay the highest 
price? When we were discussing the 
nationalisation o f these airlines some­
time back, it was openly alleged in 
the House that w e  h a v e  to p a y  a 
higher price even lrc»n Australia. So 
whatever small perceitage it may be, 
India gets oil from the Assam oil 
fields. Therefore, we must see to 
what extent the foreign companies 

.exploit the situation here to the detri> 
ment of the country’s interests. I 
strcmgly oppose this particiilar provi­
Sion. It says that the Government 
will have power to exempt foreign 
companies. I c a n n o t  understand what 
Rational interest is there, which pre­
vents even the filing of the profit and 
loss account of the foreign companies.

Shii Tulsidas (Mehsana West): Is it 
for foreign companies alone?

Shri K. K. Basa: I say that the only 
statutory obligation cast on the foreign 
companies is the filing of the profit 
and loss account I say that it should 
reflect the true position.

My hon. friend has provoked me to 
deal with national industrialists. Shri 
Bansal yesterday asked why the secret 
reserve should be disclosed. We have 
no knowledge of those reserves. But 
we know to what extent during the 
last war many of our industrial 
houses had accumulated reserves. I 
want the Government to enquire as 
to what the reserve was in 1939 and 
what that was in 1947 and how, by 
wha; law of compulation, they could 
amass these assets. Let an ^quiry 
be made. We have made definite 
allegations.

I do not say that our national indus­
trialists. all of them, behave in a 
wrong way. Certainly there are 
persons who have contributed to the

growth of industries in the country. 
But there are persons who could not 
have amassed that huge wealth unless 
they had gone in for shady or under 
hand means. I do not want names to 
be mentioned; names are not permit­
ted to be used in tliis Chamber. 
Therefore, it is wrong to say that the 
secret reserves should not be disclos­
ed. I hope the Government will not 
accept the suggestion of Shri Bansal.

The Joint Committee came to this 
conclusion a f t e r  •  l o n g  consideration. 
I do not know for what purpose this 
provision h a s  b e e n  m a d e .  Government
should give us a guarantee or give us 
national considerations that impelled 
them to do this. So far as our com­
mon sense and experience go, the 
Government has been very soft to 
those companies. We do not want to 
use whatever limited poMirer we are 
taking under this B i l l  in the case of 
foreign companies. We should know 
exactly what is their business; how 
much profit they had earned or how 
much loss they had incurred. It may 
be said that the Government wiTl
naturally reflect the views of the Par­
liament. Naturally every detail of
these things is not and cannot be d i s ­
cussed in the Parliament. It will all 
depend largely on the persons who 
would be composing the Advisory 
Commission and their interests in this. 
Therefore, their attitude should
alwa3rs reflect the attitude of the
Parliament regarding economic policy. 
These exemptions will not come 
before the Parliament and the Mem­
bers will have no opportunity to sav 
that to this extent it reflects our 
opinion and to this extent it goes 
against our interests. Tlierefore. there 
should be no exemption. I repeat that 
the Government should not preM 
for this particular sub-clause.
12 N oon .

I feel that this limited power which 
we have of probing into the affairs 
of a foreign company should hot be 
whittled down as envisaged in this 
sub-clause. It allows the Government 
to exempt the operation of the clause
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regarding submission of profit and
loss accounf'lind so on. I am aiso
opposed to the suggestion that secret 
reserves should not be disclosed. Why 
should iKOt the secret reaeivei be dis­
closed, I do not understand. Our
industrialists should realise that they 
along with the workers are the build­
ers of future India. If they have that 
feeling in then then wliat secrets can 
they have from the other citizens of 
India and which, it is considered in 
the national interest, should not be 
disclosed. Therefore, I urge upon the 
Government to ctmsider this question 
and see that in view of the social 
objectives that we have adopted and 
in view of our ^ve-Year Plans—v/e 
have already had one Plan and 
another Plan we are going to frame— 
the private sector works within that 
social objective. We should see that 
the private sector is the adumberation 
of our Plan and to that extent we 
should also see that the economic 
objectives and the economic system 
which the Parliament thinks that our 
Nation should adopt and which it asks 
the Government to carry forward 
should also be reflected through the 
legislation that is passed by this 
House.

Shri Morarfca (Ganganagar— Ĵhun- 
jhunu): I only want to speak on Sche­
dule VI of this Bill. I have heard 
very carefully the detailed speech 
made by the hon. Member who just 
preceded me. His speech mostly dealt 
with the policies which the Govern­
ment should follow rather than what 
the Schedules should contain. I do 
not know how far that speech was 
proper at this stage. So far as I am 
concerned I only want to say some­
thing about Schedule VI which, in my 
opinion, should be altered slightly to 
make the points more clear.

'I’he whole idea of Schedule VI is 
to give detailed instructions to the 
auditors and to the company to bring 
out the balance-sheet and profit and 
loss account in such a way that the 
shareholders—even the average share­
holders—^may know what is the finan­
cial position and what is the accoimt- 
>r)s position of the company. Here I 
330 L.SD.

want to make one point and that Is 
with regard to the note (o) on poge 
360. Note (o) says: that if any debt 
remains unrealised for a period of 
three months then it would be treated 
as a loan advanced to the person. For 
example, if a company supplies goods 
to the Government and if the pay­
ment is not made by the Government 
within three months, then after three 
months that would cease to be a debt 
but it would become a loan as if the 
company had advanced that amount 
by way of loan to the Government 
My submission is that this would 
unnecessarily confuse the sharehold­
ers. Instead of telling them clearly 
that this is the money in respect of 
goods supplied to the Govemmait 
which still remains unpaid, if you 
show it as loan advanced, it would 
create an impression as if that is a 
loan advanced by the company to the 
GovemmMit I think the Finance 
Minister would give his consideraticm 
to this aspect and may make suitable 
alterations. I must confess that I 
have not moved any formal amend­
ment because under clause , 632 the 
Government has power to alter the 
schedules from time to time whenever 
they like to do so. Therefore^ it has 
not been necessary for me to move 
any formal amendments to this Sche­
dule.

There are two or three other small 
points in this connection. One is 
with regard to page 353. There, on 
the llabiUty sideb tt ia said, the 
balance-sheet is supposed to indicate 
what call on shares made by the com­
pany which has not been paid by the 
directors or managing agents. It is 
also provided that if the managing 
agents happen to be a firm, then what 
are the calls not paid by the partners 
of the firm and if they happen to be 
a private company, then what are the 
calls not paid by the directors and 
members of the conypany. But,- it 
does not provide anything at all as to 
what will be the positidi if the 
managing agency is a public company. 
Therefore, it should be provided that 
if the managing agency happens to be
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[Shri Morarka] 
a public company, the balance-sheet 
should show the calls not paid by the 
directors of that managing agency 
company.

Similarly, there is another point 
and that is about the contingent 
liability. We say here on page 358, 
under heading VI” , contingent liability 
amounts not provided for” . Instead ^  
providing for that amount under 
heading VI we have provided for it 
under heading V which deals with 
"current liabilities and provisions” . 1 
think it is a mistake because contin­
gent liability is that liability which is 
not determined and which is contingent 
on certain things which may or may 
not happen. Therefore, “contingent 
liabilities must be suitably provided 
under the proper heading “contingent 
liability” .

There is only one more point which 
I would like to mention because a list 
of these points has already been given 
to the Govemmait and the Govern­
ment is going to consider them. If 
they think fit, they are going to incor­
porate them also. The one point 
which I want to refer is that we have 
shown on the asset side “ sundry deb­
tors less reserve” . “Less reserve” 
means whatever amount the directors 
think is doubtful for which they make 
a reserve. Now, what may happen is, 
if the provision of reserve is more 
than the amount which is doubtful to 
be . realised then, actually, in effect 
what it would mean is, we have 
deflated the assets of the company un­
necessarily. Therefore? this point also 
requires re-examination by the Gov­
ernment. If they think that there is 
something in what I say, I am sure 
they would accept my suggestion and 
show debtors and reserve separately.

Lastly, before I sit down, I want to 
say something about the criticism 
which the previous speaker made 
about the hon. Finance Minister. He 
said the whole Company Law scheme 
according to the Finance, Minister 
consists only in regulating the conduct 
between directors and shareholders 
and that the Finance ^toister has not 
taken into consideration the recom­

mendations of the BhabHfer Committee. 
He said that the Finance Minister 
not given any attrition to what the 
Bhabha Committee had to say about 
the wider aspect of the economic 
policy. I must say that my hon. 
friend has not read the r ^ r t  of the 
Bhabha Committee very carefully. 
The Bhabha Committee has in terms 
said that the questions of economic 
policy like monopoly, trust and so on 
are outside the scope of Company Law 
and that the Company Law is meant 
only to guide and regulate the affairs 
of companies not only vis-a-vis share­
holders and directors but also vis-a-vis 
creditors, labourers, £nd others. But, 
the wider issues of economic policy— ̂
whether there should be socialism or 
Socialistic pattern and such like things 
— âre entirely outside the scope of the 
Company Law. Therefore, the criti­
cism which the hon. Member was 
trying to make with regard to the 
attitude of the Finaiice Minister, with 
great respect, I submit, was unfair 
and uncalled for.

Shri N, C. Chatterjee (Hooghly): I 
have been listening to the very 
interesting* speech of Shri K. K. Basu. 
but I am afraid that even if this 
Parliament in its wisdom accepts his 
suggestions they will be wholly nega­
tory and people will be laughing at 
us that at ^ is  stag^ we are passing 
something which is absolutely absurd. 
Take for instance his amendment No. 
1176 which seeks to amend regulation 
No. 85 which is on page 308. If you 
will kindly look at page 308 you win 
find that this regulation 85 in Table 
A deals with “Dividends and Reserve**. 
It says:

“The company in general 
meeting may declare dividends, 
but no (iivi(Jend shall exceed the 
amount recommended by the 
Board.”
Now, Shri K. K  Basu s«ys that you 

modify this so as to read:
“The corrmany in general meeting 

may declare dividends but no 
dividend shall exceed eight per 
cent unless sanctioned by the 
Central Government,**
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That is, he wants to put a ceiling 
from tomorrow that no company shall 
ever declare dividends exceeding 8 
per cent. Assuming, Sir. that inspite 
of the 500 restrictions which you have 
put upon the companies and the 
directors of the managing agents this 
House puts that ceiling, then what will 
happen? Would you kindly look at 
page 295? It says, Table A is with 
regard to regulations for management 
of a company limited by shares. Here 
that has been put in consonance with 
clause 27 on page 19. Clause 27 deals 
with “Adoption and application of 
Table A in the case of companies 
limited by shares” . Clause 27 deals 
with optional adqption and applica­
tion of Table A in the case of com­
panies limited by shares. The articles 
of 3 company limited by shares may 
adopt all or any of the regulations con­
tained in Table A in Schedule I. That 
is, these are only some forms which we 
are prescribing, which a company 
may accept or may reject, or it may 
partially accept or partially reject or 
it may reject it tfrholly or cast it to 
the winds. What is the good of legis­
lating like this? Does he really believe 
that even if such a thing is there, the 
companies will have still the operation 
of clause 85, as amended, by our 
friend? These are not compulsory 
regulations. What the Cohen Com­
mittee in England has done is the 
proper thing. In Engl*id, section 8 
of the Companies Act of 1548 reads 
as follows:

“The articles of association may
adopt all or any of the regulations 
contained in Table A” .
Therefore, these are simply some 

kind of forms which this Parliament 
has given as models to the private 
sector. The companies can accept or 
reject them or they can modify or 
can pick and choose and adopt any­
thing they like. Therefore, it is 
absolutely futile now to have this kind 
of compulsory ceiling. You say that 
no dividend can be declared exceeding 
eight per cent. Are you really try­
ing to play with the private sector or 
are you doing serious business? 
Already, we have put in so many 
restrictions on the private sector.

There are hundreds of restrictions, 
which we have put in in order to tigh­
ten the loop-holes. Then we have P’it 
in clause 197 which fixes the maximum 
overall managerial remuneration. We 
have said that the overall managerial 
remuneration shall be only .11 per 
cent, and only in certain specified 
contingencies. Government can exceed 
that limit and allow anyone to 
beyond that maximum. I think it 
would not be fair or proper to put m 
so many restrictions, when you have 
put in all these controls and you have 
vested the Government with wide 
authority and especially when you 
have fixed the overaU maximum 

. managerial remuneration. On the top 
of that you say that in no case can a 
company ever declare more than S 
per cent as dividend. It is a very, 
v e r y  peculiar position. Look at the 
unfairness of tiiis regulation. Suppos­
ing a comparer has started operatioM 
with borrowed capital mostly, and it 
does not make any profits for the first 
ten years, and at the end of the t&a. 
years, or, say, during the ninth or the 
tenth year, it wants to declare 11 or
12 per cent dividend, are you going to 
preclude that company from declaring 
a dividend of 11 or 12 per cent 
although it is in a position to do it? 
There is no fairness or reasonableness 
in this kind of restriction.

Then I come to amendment No.
1178. My hon. friend Shri Basu wants 
that a company shall not capitalise 
the reserves or any portion thereof 
except for adding to block capital. 
Again, he wants to say that no com­
pany shall capitalise the reserves or 
any portion thereof unless a 
bonus is paid out of the reserves 
to the woricers and «nployees. This 
is all becoming useless, imneces- 
sary, impracticable, becauses it is 
not compulsory. A company may 
accept or may not acc^ t it: may
reject partially or wholly. I do not 
know of any company which will 
accept this kind of regulation as a 
compulsory article for carr3̂ ng on its 
business. Similar amendments have 
been made to this regulation and 
they extend up to amendment Nd. 
1180.
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[Shri N. C. Chaterjee]
I was appointed— was a great 

honour done to me— t̂he Chairman of 
a SulH^ommittee to go through the 
Schedules. There were in all 11 Mem­
bers ot the Joint Committee who were 
associated with me m this Sub­
Committee, and I can assure tha 
House that we examined the question 
thoroughly. If you look through the 
Bill which contains the minutes 
of some of the meetings, you will find 
that we went through ^  the clauses 
very carefully. We then considered 
all the suggestions* At the Sub­
Committee, aU sections of interests 
were represented; not merely the 
capitalist interests but also the inte­
rests which were very critical of the 
private sector, very critical of the 
managing agency system, very critical 
of large dividends being paid. We all 
studied the question carefully. There­
fore, it is not fair to say that any 
Member of this House wants to stimu­
late the interests of foreign sectors or 
foreign companies. It is an imfair 
charge, and I am sorry that Shri Basu 
cast that aspersion on me and coupled 
my name with that of the Finance 
Minister. The Finance Minister’s 
shoulders are broad enough. If he 
had been present in the House he 
would have repelled this unfair and 
unjustified charge. I am repelling it. 
What I said the other day was: be
frank, be straightforward. If you 
want to weed out foreign capitalists, 
have a Bill and drive them out. We 
can understand that, but do not, in 
the process of having a company 
legislatiOTi, by a side-wind, make lawi 
which would be thoroughly detrimen­
tal to the national economy of India. 
There is a great deal :n what the Fin­
ance Minister has said. Indian concerns 
are functioning in England. Indian com­
panies are functioning in Switzerland 
and in different countries in the 
Continent. So, if you have this kind 
of extraordinary regulation on them, 
if you subject those companies operat­
ing here to all those things, naturally, 
our companies will be subjected to 
the same kind of treatment. And 
would it be fair to allow the recipro­
city to be breached or international

courtesies or international conventions 
to be broken only for the purpose of 
teaching this foreign sector a lesson? 
I would have certainly supported Shri 
Basu if he had brought forward a Bill 
or an amendment following the Swiss 
pattern. I was in Switzerland the 
other day. I found that eveh today 
there is a law like this there. No 
company can be floated or incorporat­
ed or registered in Switzerland unless 
one of the directors shall be a Swiss 
national. Have you brought in any 
such provision? If you have brought 
forward such a provision, I would 
have welcomed that. Then, one can 
spurn at a foreign company for any 
discrimination, or raise a voice of 
protest. You have not yet done that. 
So, it is not fair to say that all 
these powers are taken simply to 
wreck our own national interests and 
to stimulate or foster foreign interests. 
That is not a fair charge and that is 
not proper.

Now, I shall come to the reserves. 
Shri Bansal was a member of the 
Sub-Committee. I wish he had brought 
that up and if he had done so, myself 
and my colleagues on the Sub-Com­
mittee would have got a chance of 
discussing it. I do not think the 
situation is so serious. Shri Bansal 
has drawn attention to page 354, line
15, where you want the companies to 
disclose (D capital reserves not avail­
able for dividend, (2) capital redemp­
tion reserve fund, and (3) othar 
reserves specifying the nature of each 
reserve and the amount in respect 
thereof. Shri Bansal never made it 
a point that it will be impossible for
the private sector to comply with
these things. I think he was present 
at the meeting of the Sub-Committee 
when it discussed this very question. 
At page 893, you will find that a 
meeting of thê  Sub-Committee was 
held on Thursday, the 10th February,
1955. You will find that Shri BansaVs 
name has been put in first in the list 
of Members present. So far as I 
remember, he never raised that point; 
neither Shri Shriyans Prasad Jain,
who is one of the big capitalists In
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this country nor any other gentleman 
ever made this point that it would 
be impossible to work this provision. 
What we are simply asking is that 
capital reserves not available iar divi­
dend should be let known. There is 
no difficulty about it. Regarding capi­
tal redemption reserve fund also, 
there is no difficulty. Thirdly, in 
regard to other reserves (specifying 
the nature of each reserve and the 

, amounts in respect thereof) Shn 
Bansal says that there may be difficul­
ties. I do not think the private sector 
ever wants to keep back anything 
which they have kept in secret—may­
be in the coffers of some bank or any­
thing of the kind. So far as I can 
make out, they^didT not raise that point 
at all. The only difficulty is, suppos­
ing the real value of a house which 
belongs to a company is Rs. 5 lakhs 
and the book value is Rs. 2 lakhs, 
would the company have to show the 
figure in that list? I do not think 
that is the contemplation of this 
anicle or this clause. We only say thal 
ttie reserves must be m«itioned speci­
fying the nature of each reserve. If 
you keep some reserve for house pro­
perty, then say that; or if you keep 
some reserve in any other fomi 
say that. Don’t keep them back. 
That is all what we want. In England 
where they have adopted this pro­
cedure, there has been no difficulty. 
Mr. Bansal was talking about swne 
instructions given by the Board of 
Directors; but in the English Act the 
section is almost like this, and no 
difficulty has been created or 
experienced by the companies func­
tioning under the Unglish Companies 
Act. There, they have gone a little 
further. In regulation 27 of Schedule 
VIII of the EngUah Companies Act, 
1948, It is said:

“ (b) the expression “reserve** 
shall not include any amount 
written off or retained by way of 
providing for d^reciation, re­
newals or diminution in value of 
assets or retained by way of 
providing for any known liability.

(c) the expression “capital 
reserve” shall not include any

amount regarded as free lor 
distribution through the profit and 
loss account and the expression 
“revenue reserve” shall mean any 
reserve ’ other than a capital 
reserve.”
I think toe construction of the 

section in our Act is the same as the 
Fnglish section* And, because in 
England there has been no difficulty 
in this regard, there should be no diffi­
culty so far as our statute or regula­
tion is concerned.

As regards the point which Mr. 
Morarka emphasised, that is a small 
detail and I hope the Finance Minister 
will take it up and modify it. if he 
thinks it necessary, because wide 
powers have been given to Govern­
ment to alter or amend the Schedule.

The Minister of Revraae and Civil 
Expenditure (Sliri M. C. Shah): I am 
thankful to my frieid Mr. Chatterjee 
who was also there in the sub-com­
mittee and who has now explained 
some of the points raised by my 
friend Mr. Basu. He has thus lighten­
ed my task and I will not take much 
of the time of the House in going 
through all the points that have been 
raised.

The points that were raised by Mr. 
Basu were raised at one time or other 
when he spoke on the clauses of the 
Bill. Regarding amendment No. 1175 
about charities, that was explained 
by the Finance Min^rter when clause 
292 was being discussed. It was then 
stated by Mr. Jhunjhunwala, and H 
was correct,—that all these amounts 
are always mentioned in the report of 
the directors submitted to the share­
holders. At the same time, the share­
holders have a right to ask about 
these things in the G^eral Meeting. 
So it is not necessary to have this 
amendment at alL

As regards the payment of divi­
dends, tha  ̂ point has already been 
replied to by Mr. (Thatterjee that it 
can be done only by a separate sta­
tute. Whenever Government finds 

' that it is necessuy to limit the 
dividends, thoi Hiat hm done by 
a separate legislation as was done in
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tShri M. C. Shah] 
the year 1948. I have explained this 
point in detail when it was raised by 
my friend, Mr. Asoka Mehta, and I 
think I need not repeat the same thing 
over and over agalzL

About the capitalisation of reserves 
and bonus shares, 1 do not think 
there too the stand taken by my 
friends Mr. Basu and Tripathi is 
correct. Their approach is not the 
correct one. If their suggestion is 
accepted, it would act as a disincen­
tive and we do not want to injure the 
interests of ^  private sector. We do 
not want to deprive the shareholders 
of ttieir rights. As a matter of fact, 
the shareholders are already foregoing 
a part of their dividends and these 
are treated as undistributed profits 
and reserves. These reserves really 
Speaking belong to the sharrfiolders. 
Legal opinion also is in that way, 
namely, that labour are not entitled 
to have a share in these undistributed 
profits. Therefore, I do not think we 
should accept that amendment.

I now come to amendment No. 1154 
and amendment No. 1203 of my 
friends Mr. Tripathi and Mr. Basu. 
These amendments want to provide 
that

“Page 364, omit lines 13 to 21.”
This paragraph follows closely the 

phrasing of paragraph 12(2) of eighth 
Schedule to the English Companies 
Act relating to the profit and loss 
account of a company. Under Part II 
of the sixth Schedule of this Billi- 
companies are required to disclose the 
items which are charges against tiieir 
profits and the items which have to 
be thus disclosed are set out at length. 
An exception is made in the case of 
amounts set aside out of the profits to 
provisions other than those relating 
to depreciation, renewal or dimunition 
in the value of the assets where in 
the opinion of the Central Government 
it would not be in the public interest 
to disclose the amounts thus set aside 
out of profits.
Apart from banking. Insurance and 
electricity coz^pan^ which may be 
governed by the forms of accounts

[ S h r i m a t i  S u s h a m a  S e n  in the Chair]

laid down in the special Acts relating 
to such companies there may be other 
companies e.g. shipping companies, 
where the disclosure of amounts set 
aside to provisions out of profits, 
might not be in the public interest 
Since the profit and loss account of a 
company is expected to give a true and 
fair view of the working results of a 
company in any financial year unless 
this power is exercised in favou^ of 
company it would be obliged to 
disclose all amounts set aside to 
provisions other than depreciation, 
renewal, etc., irrespective of whether 
such disclosure is or is not opposed 
to pulbic interest. Paragraph 5 
removes this rigidity in the existing 
provisions of the Bill relating to profit 
and loss account. It should, however, 
be noted that where such exemption 
Ts granted, this fact should be brought 
out in the appropriate heading in the 
profit and loss account. Incidentally, 
it should be mentioned that the pro­
visions in the English Act follows the 
recommendations of the Cohen Com­
mittee on the subject of hidden reser­
ves in paragraph 101 of its report. 
Therefore, I do not think we can 
accept either the amendment of Mr. 
Tripathi or that of Mr. Basu.

I now come to amendment No. 1178 
of Mr. Basu. There he says that the 
company shall not capitalise the 
reserves or any portion thereof except 
for adding to block capital. The 
intention of this amendment is to 
prohibit the issue of bonus shares. Such 
prohibition will act as a discourage­
ment to prospective investors. Capita­
lisation may be justified even if there 
is no addition to block capital as is the 
case when the paid-up capital of the 
company is less than the genuine 
value of its block.

I have already spoken about the 
provision regarding the list of chari­
ties made during the year. Mr. Basu 
has also said that no dividend should 
exceed 8 per cent; I have already 
rallied to that point and Mr. Chatt«> 
jee has also deaH wlOi i t
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I now come to Mr. Tripa(hl*t 
amendment No. 1153, about lay-off 
and retrenchment The amendment 
is misconceived. Compensation ior 
lay-off and retrenchment is a legal 
liability for which thore must be a 
provision in the accounts of a com­
pany. The suggestion for equalising 
wages and bonus is also misconceived. 
Wages in most industries are now 
regulated by negotiation between the 
management and the imions concern­
ed and any reduction in wages wiJl 
only be the result of negotiations 
between the two parties. The same 
consideration applies to bonus. The 
equalisation of dividends stands in a 
different footing. Here the owners of 
a con^pany refrate from appropriat­
ing profits in a good year in order 
to meet any shortfall in a lean year. 
If they do not make provisions for 
adjustment, the negotiability of the 

shares in that company and the pros­
pects of new investment will be 
affected. Therefore, this amendment 
cannot be acc^ted.

Amendment No. 1177 of Mr. Basu 
reads as follows:

“Page 309, line 45—
nfter ‘‘the company”  insert 
“ including those of the branches 
if  anŷ \

The objecft of the amendment is to 
make the directors notify to the 
shareholders where and how books 
of the company may be inspected. 
Provision for the maintenance of 
proper books by a company is made 
in clause 208 which also deals with 
books of account of a  ̂ branch-ofBce. 
Any action that may be taken by 
directors under Regulation 95 will 

therefore naturally cover the accounts, 
etc. of branch offices. Therefore that 
amendment is not necessary.

He moved amendment No. 1178 also, 
suggesting that ccani>anies shall not 

capitalise the reserves. In regard to 
that also, I have already stated that 
we cannot accept the position that 
when there are undistributed profits 
aocumulated, the company shall not

issue bonus shares. About taxability 
and other things, it can be consider­
ed at a later stage, as explained by 
the Finance Minister on bonus shares.

Those were the main 
and I think that the amendments 
moved cannot be accepted.

With regard to Shri Bansal’s point 
which has already been explaine(^ by 
Shri Chatterjee, this is Just like what 
has be«i provided in the English 
CcHnpanies Act; we have made a pro* 
vision of the same type. And we know 
that sub-clauses (3) and (4) of clause 
210 confer adequate powers on the 
Central Government to modify the 

requirements of the Sixth Schedule 
of the Bill relating to the accounts 
of a company where the disclosure 
would be either against the national 
interests or would cause undue hard­
ship to a particular company. There­
fore, no power to the Central Govern­
ment would seem to be necessaryt 
and there should be no misgivings on 
that account.

About the points raised by Shri 
Morarka, we have taken note of those 
things. As he has himself explained* 
he has not moved any amendments 
because Governmeiit has powers to 
amend the regulations under clause 

632. Therefore, all those points wHl 
be considered by Govemmenl^ and 
if Government are satisfied that 
those modifications are necessary, 
those modifications can be made by 
a notification.

I have nothing further to add.
Shri K. K. Basu: What about 

amendment No. 328?
Shri M. C, Shah: That is about 

clause 1. I have discussed the Sche­
dules.

{Shri K. K. ^aim: We are discussing 
also clause 1.

Shri M. C. I9iah; TTie hon. Men* 
ber wants by this amendment that 
for the words “such date as the 
Central Government may, by notifi­
cation in the Official Gazette. 
we should subsUtuta tiM w er^ **li|
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tShri M. C. a a h ]
January* 1956'*. That is, he wants 
this Act to come into force from 1st 
January, 1956. We cannot give any 
exact date as to when the Act wiU 
begin to apply after it is passed. We 
have to make rules and all those 
preparations. We are very anxious 
to apply the Act as early as possible, 
but we cannot give an exact date, 
whether it will be January 1st, ‘ or * 
February 1st, or March 1st. The 
Finance Minister has already indi­
cated that it wiU not be possible to 
have it earlier than the 1st April,
1956. I will be too glad if we can just 
make all arrangements and frame all 
the rules which are necessary to be 
framed under the Act and to apply 
it as early as possible. The intentions 
of the Government are very clear, to 
apply it as early as possible. But 
without making all those arrange­
ments it will not be possible to apply 
it, so that we cannot accept the 
amendment *‘lst January, 1956” ,

Sliri K. K. Basa: What is that “as 
early as possible” ; will it be within 
the life-time of this Parliament 
or...... ?

Shri M. C. Shah: I cannot commit 
the Government to any fixed date. 
But I can assure the House that it 
will not be later than 1st April, 1956.

Shri N. C. Chatterjee: Do not make
it 1st April.

Shri M. C. ShMh: I wffl have it <«i
31st March, if you like it that way.
I am anxious. Government are 
anxious, that it should be applied as 
early as possible and not later than 
that date, that Is not later ig|
April, 1956.

S h r i  J f h a n j h in i i w a l a  (Bhagalpur 
Central): Why 1st April again!

Shri M. C. Sliolu It ttM t SDj other
amendment?

Shri K. K. Basa: Not at the
moment.

Blr. Chairman: I will now put the
Schedules to the vote of the House. 
Schedide 1...

Shri K. K. Basa: We have moved
amendments to Schedule I.

Mr. Chairman: Yes, there are. 1
shall put them.

I shall first put Government 
amendments, Nos. 1078, 1079, 1080 
1081 to the vote of the Houses

The question is:
Page 295, line 3—

omit **18” .
The motion was adopted.

Mr. Chairman: The question is: 
Pages 303 and 304—

omit lines 38 to 43 and 1 to 3 res» 
pectively.

The motion was adopted.
Mr. Cliairman: The question is: 

Page 312, line 11— 
after “addresses”  insert “descrip­

tions” .
The motion was adopted.

Mr. Cliairman: The question ist 
Page 313, line 4— 

after “addresses” insert “descrip­
tions” .

The motion was adopted,

Mr. Chairman: I shall put the other 
amendments now. They are Nos. 1200̂  
1175, 1176, 1152, 1153, 1177, 1178, 1179̂  
1180, 1181, 1182, 1183.

Mr. Chairman: The question is: 
Page 304,— 

for lines 4 and &, substitute—
“50. (1) At the annual general 

meeting the Chairman ot th f 
meeting shall be elected from the 
sharrfiolders present, and for the 
pi2rpose of such election, the 
Chairman, if any, of the Board or 
in his absence, any other person 
nominated by the Board shall 
preside.

(2) The Chairman, if any, ot 
the Board shall preside as chair-  ̂
man at every other general 
ing of the company.**

The motion was negatiwd.
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[Mr. Chairman]
The question is;

Page 304,—

after line 32, insert:

*'55A. List of business to he 
transacted which shall include 
the charities made during the 
year along with the organisation 
and their character thereto.”

The motion was negatived,

Mr. Chairman: The question is:
Page 308, lines 21 and 22—

for “ the amount recommended h f  
the Board”, substitute:

“eight per cent unless sanction­
ed by the Central Government**.

The motion was negatived,

Mr. Chairmaii: The questto is: 
Page 309, line 45— 

after “ the company” insert:

"including those of the branche» 
if any” .

The motion was negatived.

Mr. Chairman: The question* is: 
Page 310—

for Regulation 96, substitute:
“96. The company shall not 

capitalise the reserves or any por­
tion thereof except for adding to 
block capital”

The motion was negatived.

Mr. Chairman: The question is: 
Page 310— 

for Regulation 96, substitute:

“96. The company shall not 
capitalise the reserves or any 
portion thereof imless a bonus is ' 
paid out of the reserves to the 
workers and employees equal to 
three months’ wages for each year 
during which the reserves accu­
mulated.”

The t?K)tion was negatived.

Mr. Chairman: The question is: 
Page 310— 

for Regulation 96, substitute:

“96. The company shall not 
capitalise the reserves or any por­
tion thereof imless fifty per cent 
of the reserves is distributed as> 
bonus to the workers.”

The motion was negatived,

Mr. Chairman: The question isr 
Page 311, line 4^— >

add at the end:

“ (objects should not be more 
than six which are all connected 
and ancilliary to one another)” .

The motion was negatived.

Mr. Chairman: The question is: 
Page 312, line 37—

add at the end:

“ (objects should not be more 
than six which are all connected 
and ancilliary to one another)” .

The motion was negatived,

Mr. Chairman: The question is: 

Page 318, line 2— 
add at the end;

“ (objects should not be more 
than six which are aU connected 
and ancilliary to one another)” .

The motion was negatived,

Shri K. K. Basu: On a point o f
order. How can the Minister, iSiri 
M. C. Shah, vote? He is not a Mem­
ber of this House. He has said “No”" 
—unless he denies it and says he d** 
not shout.

Shri N. C. Chatterjee: Last time 
the Minister alone shouted!

Shri BI. C. Shah: I did not vote,
Mr. Chainnan: I did not hear him 

iliout So these amtiidments ikce 
negatived.



Mr. Chairman: The question is; 
Page 324—
for Regulation 11, substitute:

•11. When any issue of shares 
or debentures is underwritten, the 
names and addresses of under- 
w iters and where the underwrit­
ers are a firm or a company, the 
names and addresses of the part­
ners of the firm or of the direc­
tors of the company as the case 
may be, the class of sh£ires under­
written and the number of shares 
of each such class, the time allow­
ed for fulfilling the imderwriting 
obligations and the name of the 
bank which has given a guarantee 
for the due fulfilment of the con­
tract; and the opinion of the 
directors that the resources of the 
underwriters are sufficient to dis­
charge their obligations” .

The motion was negatived,
Mr. Chairman: The question is:
Page 326, line 41— 
after ‘*liabiUties” insert:

'^including that of branches spe­
cially, when the main operation 
of the company are in such 
branches”

The motion was negatived.
Mr. Oiairman: The question is:

“That Schedule II stand i>art of 
the Bill” .

The motion was adopted. 
Schedule II was added to the Bill 
Mr. Chairman: To Schedule m  there 

are certain Government amendments. 
They are Nos. 1082, 1083, 1084. 1085. 
1086, 1087 and 1088. I shall put them 
to vote.

The question is:
Page 333, lines 16 and 17—
for  “three years” substitute ••five 

years.”
The motion was adopted.

Mr. Chairman: The question is:
Page 333, line 21—

for  “three years”  substitute 
“five years” .

The motion was adopted.
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[Mr. Chairman]
I shaU now put the other amend' 

inents to vote.

The question is:
Page 308—
after line 22, insert:

“85A. The company in a gene­
ral meeting or the Board may 
declare bonus to workers. This 
may be wholly in cash, or partly 
in cash, and partly in bonus shares 
.of the company.”

The motion was negatived.

Mr. Chairman: The question is:
Page 308, line 31—

for “meeting contingencies or for 
lequalising dividends” substitute:

“meeting contingencies like 
compensation for lay off and 
retrenchment or for equalising 
-dividends, wages and bonus”

The motion was negatived.

"Mi . Chairman: The question is:
“That Schedule I, as amended, 

stand part of the Bill” .
The motion was adopted. 

JSchedule I, as amended, was added 
to the Bill.

Mr. Chairman: To Schedule II there 
Jffe four amendments.

The question is:
Page 319, line 23—
.add at the end:

“ (objects should not be more 
than six which are all connected 
.and ancilliary to one another)”

The motion was negatived.

Mr. Chairman: The question is:
Page 323, line 18—

after “opening” insert “and clos* 
ing” . •

The motioh was negatived.



Mr. Chalnaan: The question is: 

Page 333, line 23—

after “respect o f ’ insert “four 
years, three years” .

The motion was adopted.

Mr. Chairman; The question iS:

Page 333, line 25—

after ‘^references to” insert “four 
years, three years”

The motion was adopted.

Mr. Chairman; The question is;
Page 333, line 28—

for **three years” substitute 
‘“five years”

The motion was adopted.

Mr. Chairman: The question is:
Page 333, line 35—

after “references to” insert “five 
years, four years.”

The motion was adopted.

Mr. Chairman; The que^on is.
Page 333, line 40—

after “less than” insert “five 
years, four years” .

The motion was adopted,

Mr. Chairman: The question is:

“That Schedule in , as am^ded, 
stand part of the BilL”

The motion was adopted.

Schedule III, as amended, was added 
to the Bill.
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Mr. Chairman:
question is:

Schedule IV. The

Page 339, line 43—
for “three years” substitute “five 

years.”

Th^ motion was adopted.

Mr. Chairman: The question it: 
Page 339, line 46— 

for “three years”  substitute “five 
years” . ,

The motion was adopted.
Mr. Chairman: The question is: 

Page 339, line 4ft—
after *‘in respect of”  insert “four 

years, three years”
The motion was adopted.

Mr. Chairman: The question is:
Page 339, line 51—

after “to” inseH *^our years, 
three years”.

The motion was adopted.
Mr. Ctaairman: The question is; 

Page 340, line 2—
for “three years” substitute *̂five 

years”
The motion was adopted.

Mr. Chairman: The question is:

Page 340, line 9— 
after “ to” insert “five years, four 

years”
The motion was adopted.

Mr. Chairman: The question is: 
Page 340, line 13— 

after “not less than”  inse^  “ five 
years, three years”

The motion was adopted.

Mr. Chairman: The question is:
“That Schedule IV, as amended 

stand part of the Bill.”
The motion was adopted.

Schedule TV, as am.ended was added 
to the Bill

Mr; Chairman; Schedule V. There 
is no amendment.

The question is:
**That Schedule V  stand part 

of ttie B ia "
The motion was adopted. 

Schedule V was added to the BilL



13153 Companies Bill 10 SEPTEMBER 1955 Companies Bill 13154

Mp. Chaiiman: Schediile VL
There are no Government amend­
ments. I shall put the other amend- 
maits to the vote ol the House.

The question is:
Page 361—
after line 2, insert:

"(In  the case of branch offices, 
a separate accoimt to be sub­
mitted) ”

The motion was negatived.

Mr. Ciiairman: The question is:
Page 361—

after line 2, insert:

“ (In case of a branch office 
where main part of the manufac­
turing is done, a separate account 
is to be submitted)”

The motion was negatived.

Mr. Chairman: The question is:
Page 364—

omit lines 13 to 21.
The motion was negatived.

Mr. Chairman: Amendment No. 1203 
is the same as No. 1154. It is barred.

The question is:
‘*That Schedule VI stand part 

of the BilL”
The motion was adopted. 

Schedule VI was added to the Bill.

Mr. Chairman: There are no
amendments to Schedule VII and
v m .

The question is:

*That Schedules VII and V m  
stand part of the Bill.”

The motion was adopted.

Schedules* VII and VIII were added 
to the Bill.

Mr. Chairman: Schedule IX. Ther« 
are Government amendments 1096» 
1097, 1098.

The question is:
Page 370—
after line 4, insert ‘‘General Form* 

The motion was adopted.

Mr. Chairman: The question is: 

Page 370—

after line 19 insert:
“Form for affording members 

an opportunity of voting for or 
against a resolution”

The motion* was adopted.

Mr. Chairman: The question is:

Page 370—
omit lines 36 to 39. 4

The motion was adopted.

Mr. Chairman: The question is:
“That Schedule IX, as amended, 

stand part part of the BilL”
The motion was adopted.

Schedule IX, as amended, was added 
to the Bill.

Mr. Charman Schedules X  and X I: 
iM) amendments.

The question is:
*That Schedules X  and XI 

stand part of the Bill.”
The motion was adopted. 

Schedules X  and XI were added to 
the Bill

Mr< Chairman: Schedule XIL
Amendment 1099-Grovemment amend­
ment.

The question is:

Page 376, lines 4 to 14^ 
omit column 4 headed “Extent 

of repeal” and all the entries in it
The motion was adopted.

*In Schedule VH, line 15, the word * 'o fw a s  inserted brfore the words 
“any remuneration” , as patent error under the direction of the Speaker.
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BIr. Chairman: The question is: 
“That Skihedule XII, as amend­

ed, stand part ol the Bill.”
The motion was adopted. 

Schedule XII, as amended was added 
to the Bill.,

Mr. Chairman: There is a new
Schedule, Schedule XIII. Amend­
ment No. 440. It is not a Government 
amendment.

The question is:

Page 3 7 0 -
after line 14, odd:

**Where such net pro­
fits do not exceed Rs. 20

11 per cent.
Where such net pro­

fits exceed Rs. 10 lakhs 
but do not exceed Rs. 30 
lakhs

9i per cent
Where such net pro­

fits exceed Rs. 30 lakhs 
but do not exceed Rs. 40 
lakhs

8 per cent.
Where such net pro­

fits exceed Rs. 40 lakhs 
but do not exceed Rs. 50 
lakhs

6i
Where such net pro­

fits exceeds Rs. 50 lakhs

per cent.

5 per cent.

The motion was negatived.

Mr. Chairman: Clause 1. There
are two amendments, 62 and S20.

Shrt K. K. Basu: I beg to leave to 
withdraw my amendment No. 320 in 
viet7 ot the assurance of the Ministor.
The amendment was, by leave with­

drawn,

Shri Rane: I beg leave to with­
draw my amendment No. 62.
The amendment was, by leave with-' 

drawn.

Mr. Chairman: The question is: 
*Tfiat clause I stand part of the 

Bill.** .
The motion was adopted.

Clause 1 11705 added to the Bill.
The Enacting Formula and the Title 

were added to the BilL

Mr. Chairman: Now, all the clauses 
are disposed of. I now call upon the 
Minister to move the third reading.

Shri M. C. Shah: I beg to move:
»

“That the Bill, as amended, be 
passed.”

, I have some amendments. They 
^ e  consequential amendments. They 
have been circulated.

I beg to move:

(1) Page 24, lines 42 to 44—
omit “which is required to be 

stated therein imder the provi­
sions of Schedule II* or IV, as 
the case may be” ,

(2) Page 38, lines 39 to 40—
omit “which is required to be 

stated or set out therein under the 
provisions of Schedule nr*.

(3) Page 102—

for lines 31 to 33 suhstitvte:

“Provided that any such reap­
pointment, re-employment or 
extension shall not be sanc­
tioned earlier than two yeare 
from the date on which it is 
to come into force.”

(4) In new sub-clause (4), printed 
as No. 317 and adopted by the House—

after “Broad’s report” insert 
“and any addendum thereto”

<5) Page 146—
(i) Une 9, omti “or any firm ii| 

which he is a partner” ; and
(ii) line 11, for “or the firm** 

substitute “whether alone or joint­
ly with others” .
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(6) Page 147— 
after line 6 insert:

“Provided further that nothing 
contained in this sub-section 
shall apply w h^e the company 
has availed itself of the option 
given to it under section 264 to 
a i^ in t  not less than two-thirds 
of the total number of directors 
according to the principle of pro­
portional representation.”

(7) Page 149, line 15—
for “such of them” substitvte 

“ such of the directors as ar^ then in 
India”

(8) Page 184—
for  lines 16 and 17, substitute:

“Provided that no renewal 
shaU take place earlier than one 
year from the date on which it is 
to come into force.”
(9) (a) Page 27—

(i) line 41, for “A  notice” 
substitute “A document” ;

(ii) line 42̂  for “given by the 
company to any member” subs­
titute “served by a company on any 
member thereof” ;

(ii) line 46, for “notice” subs­
titute “document” ;

(iv) line 47, for “service of the 
notice” substitute “service thereof*; 
and

(v) line 49, for “notice” subs­
titute “document” ;

(b) In the amendment, printed as 
No. 442 and adopted by the House:

(i) for “notices” substitute 
docimients” ; and

(ii) for “notice” substitute docu­
ment” ;

(c) Page 28—
(i) for “notices” substitute docu­

ments” ; and

(ii) line 10, for “given” substitute 
“served” ;

(iii) line 14, for “noti<?fe may be 
given’* subsfitute “document may 
be served”s

“to the joint- 
“on the joint-

(iv) line 14, for 
holders” substitute 
holders” ;

(v) line 15, for “giving the notice 
to” substitute “serving it on” ;

(vi) line 17, for 
titute “document” ;

“notice” subs-

(vii) line 17, for “given” 
tute “served”. *

substi-

(viii) line 17, for “to the persons" 
substitute “on the persons” ;

(ix) line 24, for “giving the 
notice” substitute “serving the 
document” ; and

(x) line 24, for “given” substitute 
“served” .

(10) Page 166—

for lines 20 to 22, substitute:

“Provided that any such reap­
pointment, re-emplojanent or ex­
tension shall not be sanctioned 
earlier than two years trom the 
date on which it is to come into 
force.”

(11) Page 137, Une 13— 
omit “memorandum and” .

(12) In new part (f) of sub-clause 
(1), printed as No. 892 and adopted 
by the House—

for “employee” 
or employee”

substitute “offices

(13) Page 284, line 3—
after “any Registrar”  insert “Ad­

ditional, Joint, Deputy, or**
(14) Page 24, Une 10—

after “any Registrar’* insert “Ad­
ditional, Joint, Deputy, or**
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Mr, Cbainnaii: Motion moved:

“That the Bill, as am«ided, be 
passed.**

All the consequential amendments 
moved by the Minister are also before 
the House for discussion.

Sluri K. K. Basa: I wish to know 
whether this is the last list. *niey 
have been coming in driblets. Have 
all the consequences come to an end 
or not?

Shri M. C. SbA: These are the
last.

Shii Jhunjhimwala (Bhagaipur- 
Cehtral): There was my amendment

Shri M. C. Shah: They have all
come in. I have no objection to accept 
them if the hon. Member moves.

Shri JhunjhuMwala*: I have to explain 
even if I am not moving.

Mr. Chairman: So you are not mov­
ing?

Shri Jhunjhimwala: I am going to 
explain. These amendments are 
covered by the Government amend­
ments. Therefore, they are not 
necessary. Yesterday, I put forward 
the same amendment but they did not 
accept.

Mr. Chairman: If you want to move 
thAn, you must say bow.

Shri Jhunihiinwala: I am not mov­
ing. "

Shri Bansal (JhajjSr-Rewari): I
think all of us can now heave a sigh 
of relief that this monumental Bill has 
been shaped in the form in which it 
is now before us. I must congratulate 
the House and along with the House 
our Finance Minister and his able col­
league for piloting the Bill so ably in 
this House. His patience in meeting 
every criticism, going through all the 
amendments was really commendable. 
It is to a large measure due to his 
great patience and industry that we 
have seen the end of our labours today. 
I must congratulate and be thankful to

the Chairman of the Joint Committee^ 
Shri Pataskar. Those who have work­
ed on the Joint Committee will bear 
it out that he worked with exemplary; 
zeal and patience to listen to all the 
view points in the Committee and got 
an almost unanimous report out o f  
that very heterogeneous body.

As you know, Madam, the subject of 
the Bill has been highly controversial. 
The Bill as it came before the House 
had for its precursor the Bill that was 
drafted after the report of the Com­
pany Law Committee. Before that as* 
early as in 1949 we had the Govern­
ment memorandum, and from many 
points of view it could be said that this 
Bill which is the largest that has come 
before this House, indeed before any 
House of the world, has also had the 
longest period of incubation during 
which per aU types and varieties o f  
opinions have had ample oppor­
tunity of expression. While on 
one hand the business communi­
ty has been expressing the f e ^  
that the various provisions of the Bill 
will create a lot of hardship In the way 
of the proper functioning of companiei 
and private ente^rise, the leftist sec­
tion has been demanding more radi- 
calisation of the Bill. I thmk the' 
House can take legitimate satisfac­
tion and pride in the fact that thQr 
have been able to steer a middle course 
and succeed in putting on the statute- 
book a piece of legislation which can 
be said to have the imprimature of aH 
sections of this House,

The Bill is really unique in many 
respects. It has been said again, antf 
again that it is a mammoth piece of 
legislation on the subject the like of 
which perhaps does not exit m any 
country. Its scope and content are 
obviously different from the company 
law which we have today. Apart from 
the special provisions intended to deal 
with the system of managing agency, 
It has adopted many new features of 
company law borrowed from the laws 
of some other countries. The provi­
sions of the United Kingdom Act have 
of course been copiously adopted. A 
new principle or system of proiwrtlonjal 
representation for flection to the board
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o f  directors which, so far as is known, 
-exists only in some State in the United 
States of America, has also been adopt- 
.ed imder certain special circumstan­
ces. One prominent feature which runs 
.through the entire Bill is undoubtedly 
the vestmg of enormous powers la 
Government. In no other country 
ia ve  such large powers been given to 
Government, so much so that during 
-the course of the debate some have 
expressed the view that it may lead to 
tinbridled exercise of bureaucratic 
power, corruption and nepotism. The 
purpose of company law reform is to 
•ensure those conditions which would 
‘Stimulate joint stock enterprise.

, Though in the Bill it is provided that 
«ome of its provisions will be applica- 
i)le also to public enterprises which are 
registered as coi^panies under the 
Companies Act, the company law is 
essentially an instrument to regulate 
private enterprise, and it deals mainly 
with the operation of companies in the 
private sector. The private sector has 
admittedly an honourable role In our 
planned economy, and it is therefore 
«ecessary that where private enter­
prise is allowed to function it should 
be given ample freedom for its opera­
tion. It is important to bear this in 
jnind.

In this respect I must refer particu­
larly to two features of the BiU. One, 
.as I have already expressed, is the 
vesting of large powers in Government, 
^ d  the other is about its massive size 
^ d  complexity. I am anxious that 
neither should come in the way of 
floatation and development of com­
panies or the free play of initiative 
and enterprise in the private sector. 
My appeal to the business interests 
will be to make an honest and sincere 
effort to accept the law and try to 
work it successfully.

It has been said that businessmen 
•are in a way under probation and that 
they will be on trial for the next few 
years. It is for them to show that they 
can rise to the occasion and help the 
-country in the advancement of its 
rsocial oTjjectives. But it is possible

that in the actual promotion and 
administration of companies, the provi­
sions of the law may act as a check 
and hindrance. Such fears have been 
expressed and it is likely that in a 
Bill of this nature they may come true. 
Very much will therefore depend upon 
the way the department entrusted 
with the administration of the Act 
handles its work. Many unforeseen 
difficulties may arise. The Finance 
Minister has himself said that such a 
Bill In its actual working may disclose 
flaws and defects which may require 
amendments sooner or later. It may 
be that those defects and flaws may be 
either because that certain provisions 
are too stringent and come in the way 
of the promotion and successful 
administration of companies, or that 
certain provisions require to be modifi­
ed so as to plug the loopholes which 
might still have been left uncovered. 
However, if as a result of this legisla­
tion, there is a break in new promo­
tion of companies or expansion of 
existing ones with consequent disas­
trous effects on the industrialisation 
of the country, the charge against the 
Bill by the business community wiU be 
justified. Therefore, it is that as 
much responsibility rests on Govern­
ment as on the business community to 
see that this company law is worked 
in a way that will ensure to the coun­
try’s industrial advancement. Gov­
ernment will therefore be equŝ Uy 
under trial to see to its successful 
working. Government are unfortu­
nately known for their red-tape and 
inordinate delays. The success of pri­
vate enterprise has been claimed to be 
based, among other things, on its abili­
ty to take quick decisions ^ d  efficient 
action thereon. In company matters 
it is necessary that decision should be 
taken with despatch and speed and 
executed promptly. For instance, the 
making of Investments, securing of 
loans, purchase of raw materials, sale 
of its products, appointment of top 
management etc., all need to be done 
expeditiously. In many such matters 
it is now required to secure the prior 
approval and sanction of Government. 
Now, there Is a two-tier arrangement
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In this respect sometimes. Whenever 
approval is required, Government has 
in certain matters to ask the opinion 
of the advisory commission also. It is 
therefore likely that in this process 
inordinate delays will result which will 
not be in the interests of the com­
panies. That way also it is likely that 
the proper functioning of private 
enterprise will be defeated^

It has been said that the advisory 
commission is already in existence and 
there have not been complaints against 
Government in the disposal of many 
applications which even now come to 
it for approval. But the position that 
exists today is something different 
from what it will be hereafter. Not 
only the number of c^ses for which 
sanction of Government will be re­
quired is considerably enlarged, but 
there is also likely to be a large in­
crease in the number of companies 
appl3ring for sanction in respect of one 
matter or the other. It is, therefore, 
likely that unless the department is 
fully and adequately strengthened to 
cope with the enormous work that wiU 
come to it, the traditional complaints 
against red-tape and inordinate delay 
win still persist.

I have already said that in the work­
ing of the Bill several defects might 
be disclosed. It is necessary that Gov- 
emment should, even within the exist­

, ing framework of the law, show in its 
actions flexibility and resilience in its 
approach to the many problems and 
difficulties which business might be 
confronted with. Too legalistic and 
strict an interpretation of the provi­
sions of the law will not do. Indeed, 
it would be advisable for senior offi­
cers in charge of the administration 
of the department to constantly meet 
representatives of business, so that 
they may understand and appreciate 
their difficulties and hardships and try 
to help them in the best manner possi­
ble, for it is important to see that the 
law does not come in the way of suc­
cessful working of companies or in­
terfere with production and industrial 
expansion. It is in these respects 
ilio  that GovemmeDt*8 responsibility

is great, and that is why I say that 
Government is equally on trial along 
with business to see that they mak« 
a success of {his law.

The other feature of the Bill I 
referred to was about its complexity. 
Undoubtedly the size of the Bill is in 
itself surh as to discourage any person 
to make a comprehensive study of its 
provisions, but anyone who ha* to 
deal with company promotion and com- 
P9ny management has necessarily to 
be conversant with its provisions gene­
rally, though not In detail. Even that 
may not be possible for so many. I 
appreciate the view that a law on a 
subject of this nature is bound to be 
complicated and elaborate. It has to 
take into account the varieties of cir­
cumstances and conditions in which It 
is applied, and also of the refined 
distinctions that have to be drafted on 
to It to meet new conditions and cir­
cumstances. Many of the adjustment! 
and new provisions would therefore 
constitute only an addition of anotiier 
set of n w  complications. In spite* of 
best efforts to see that the law is as 
simile and intelligible, there is always 
a possibility of its drifting out of 
sight of these two necessary principles. 
We have instances of such complOTty 
of some of the provisions of the Bill. 
One clear example is the definition of 
‘associates’. It contemplates several 
stipulations and circumstances. And I 
for one am not able to understand Its 
meaning and implications evep by 
reading it over and over again. Any­
thing could at all be understood only 
when applied to a given set of condi­
tions and circumstances.

1 P.M.

But I want to be clearly understood 
as saying that the complicated nature 
of its provisions should not deter any 
small entrepreneur wanting to pro­
mote a company. Undoubtedly, he has 
to know his obligations in promoting 
a company, and after its promotion, 
the requirements to be complied with 
in its day to day administration. Any 
default or negligence on his part will 
atteact the penal provisions, it
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has to ]t>e remembered that in this Bill 
the number of offences has been con­
siderably enlarged, and penalties have 
also been enhanced.

It is likely that a small entrepreneur 
will not ordinarily be able to under­
stand the complicated provisions of the 
law. It may be that big industrial 
concerns with an elaborate set-up for 
obtaining legal advice will be able at 
some cost to themselves to imderstand, 
and comply with the law. But this 
will not be the case for small cntcrpre- 
»eurs or for medium-sized companies. 
The country has an ambitious indus­
trial programme. In it there is a 
large place assigned for development 
of medium-size and small-scale indus­
tries. In fact, this sector will increase. 
Those engaged in such industries will 
be largely small entreprerieurs of ordi­
nary means. Even in those industries, 
advancement must take place only 
through the medium of corporate 
bodies and the floatation Of a large 
number of companies. It is therefore 
necessary that the small companies 
and persons of ordinary means with a 
flare for engaging in productive enter­
prise should not be deterred by a com­
plex company law. In order to h^p 
them in the promotion of companies, 
advice and guidance should be made 
available regarding the requirements 
to be complied with and the formali­
ties to be gone through at the time of 
starting a company.

My suggestion is that the offices of 
the Registrar of companies, wherever 
they are situated, should be staffed 
with experienced persons who can 
guide intending promoters and also 
help them in the preparation of appli­
cations and the filling up of forms, if 
necessary at a nominal fee. Any 
advice or clarification of the provisions 
sought, pertaining to matters of day 
to day administration of companies, 
should be promptly attended to, and 
necessary advice given. Any defaults 
or contraventions of the provisions of 
the law which are not wilful and which 
are due to an imperfect understanding 
md knowledge of the provisions should

be condoned. The emphasis should be 
rather to guide and show the way 
than to find fault and punish.

I suggest that a handbook or guide 
elucidating the law in a simple manner 
intelligible to the layman should be 
published. A list of do’s and don’ts, 
matters to be complied with and those 
which are prohibited to be done by a 
company from the time it is proposed 
to be formed, should be made avail­
able. These, in my opinion,, will to a 
great extent help small entrepreneurs 
in the floation of companies and in 
their healthy administration.

I have referred so far to the neces­
sity for working the Companies Act 
successfully both by Government and 
by the business community, and I 
appeal to them to give it a fair trial. 
However, there is one important aspect 
which requires to be stressed, and that 
is about the shareholders.

It cannot be denied that many of 
the restrictions that are to be imposed 
under the Bill and many other provi­
sions are all intended as being desir­
able in the interests of the shareholders 
as well as of sound company manage­
ment. It would not be too much to 
say that Government have in a sense 
taken upon themselves the duties of 
the shareholders, to see to it that 
companies are worked and managed 
successfully. But ultimately nothing 
will avail imless the shareholders take 
an intelligent and sustained interest 
In the affairs of the companies in which 
they have made their investments. All 
the undesirable developments,—or at 
least most qf them,— în company 
management will not have come to 
pass, nor will company law amend­
ments have taken the course they have 
actually taken if only the shareholders 
in the past had taken interest In their 
companies. Unfortunately, their atten­
dance at annual general meetings has 
been very poor. They have been con­
tent if they have received their divi­
dends. Nothing else seems to matter 
for them. Let me hope that the 
shareholders from now on at least
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will take interest not only to see that 
the company management is conduct­
ed as it should be, but also to see 
that Government do not exceed their 
limits in exercising the numerous 
powers that have been entrusted to 
them, for it is possible that any abuse 
or misuse oi their powers or misdirec­
tion in their policies will equally affect 
their interests as bad management by 
those in charge of management of 
companies. My appeal is therefore 
not only to Government and to the 
business community to strive for a 
successful working of the law but also 
to the larger investing public to take 
an intelligent, informed and sustained 
interest in the affairs of the com­
panies.

Shrl N. C. caiatteijee: If I may take
a leaf out of what Shri Bansal has 
spoken, I should start by paying a 
tribute to the adroit manner in which 
the Finance Minister has piloted this 
very comprehensive Bill. It is the 
most comprehensive and complicated 
company Bill which has ever been 
placed before any Parliament, and 
which is now going to be made a 
legislative measure. I remember that 
standing here in this very place from 
where I am addressing this House 
today, one of the greatest parliamenta­
rians that India has produced, Dr. 
Syama Prasad Mookerjee, once paid 
a tribute to Shri C. D. Deshmukh, the 
Finance Minister, when he said that 
one of the greatest assets of India 
was the sober optimism of the Finance 
Minister. I was a bit perturbed when 
I heard and read in the papers that 
the Finance Minister was not going to 
pilot the Bill after a certain stage. 
He was subjected to too many stres­
ses and strains due to conflicting idTO- 
logies and conflicting groups and in­
terests I am happy that he could 
come back and he did pilot the Bill, 
and pilot it successfully.

I am sure this Bill as it has emerg­
ed is better than the Bill which was 
introduced originally. Shri T. N. 
Singh and also several Members spoke 
on that occasion and said that this Bill 
was rather disappointing from the

point of view of the ordinary Investor 
and the ordinary shareholder. 1 am 
quite sure that we have introduced 
provisions and measures of control 
which will be conducive to the wel­
fare of the investing sector. I liqpe 
they will be happy that this Parlia­
ment has done its best to vitalise th« 
investing democracy. If they did not 
taice any interest, as Shri B a n s a l  
was saying, in the affairs of the com­
panies, did not attend the meetings 
and did not take a vigilant interest, 
it was because they realised that it 
was no good doing so, and therefore 
they were dormant. But now we 
have put them on the map. We have 
made provisions for them, and we 
have given them guarantees and a.ssu- 
ranees In case of any oppression m 
m the case of any unfair dealing. I 
know ‘oppression* is a vague term, 
but still that was the best expression 
that we could put In.

I was on the Joint Committee, and 
I did my best to help the Finance 
Minister with some constructive sug­
gestions; other members also did it  
Only if you had been a Member on 
the Joint Committee you could realise 
how helpful the attitude of the Finance • 
Minister was in dealing with the sug­
gestions made and tne amendments 
moved. He did not make any parti­
cular stereotyped or dogmatic apu 
proach, but he kept an open mind. 
And that was very helpful.

I must also pay a compliment to 
Shri Pataskar. I must say that he dis­
charged his duties as chairman of 
the Joint Committee on this very diffi­
cult Bill in a capable manner. We 
took about a year or more in dealing 
with this Bill, because it was a very 
difficult Bill. You know that even the 
English law has got only about four 
hundred sections, but here we have 
got more than six hundred clauses. 
So, we have gone beyond aU legisla­
tive precedents.

I am quite sure we have disappoint­
ed the communist comrades. They 
will not be happy. I am also sure 
that our capitalist colleague also will 
be disappointed.
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Possibly, that shows that we are 

on the right track, that we are 
not on the wrong track. But my 
only difficulty is that in our anxie­
ty to imporve the private sector, pos­
sibly we have put too many restric­
tions, too many controls and too many 
conditions which may paralyse initia­
tive. I hope the Finance Minister will 
make it clear in this Parliament and 
will make it clear to the private sec­
tor that there is no question of para­
lysing initiative. We want company 
formation; we know that an under­
developed country like India has np 
future unless there is more and more 
of company formation, and it is not 
to our interest to put any impedi­
ment in the way of legitimate com­
pany formation. But we cannot be 
blind to what a very competent Com­
mittee reported. The Company Law 
Committee was working under certain 
restrictions— ŵe are attempting to 
have a legal framework for the cor­
porate form of business management; 
but we cannot deal with ends, we can 
only deal with the means. The opera­
tion of private enterprise must be 
subject to certain essential cond’tiona. 
The private sector must today realise 
and must accept certain broad social 
objectives which are binding on every­
body, and if they recognise that and 
try to behave in consonance with them, 
I am quite sure Government and 
Parliament would do their best to help 
them, because we want their co­
operation.

Now, there is a feeUng in the private 
sector that too much attention has 
been paid to legal formulae, too many 
conditions, restrictive in character, 
have been imposed. Practically every 
company will have to have something 
like a small attorney’s office attached 
to it to comply with all these regula­
tions laid down, formalities prescrib­
ed and so on, and that wiU be difficult. 
But we do not want to strike really 
at those healthy and salutary practi­
ces - and conventions which are in­
herent in every honest business ad­
ministration. We have taken note of 
the fact that here la a unanimous'

recommendation of a very capable 
Committee representatives of business 
men, capitalists, shareholders as well 
as lawyers, all men interested in the 
formation and development of com­
panies in this country. They have 
unanimously recommended that there 
have been many malpractices whtch 
must be weeded out. This judgement 
is not merely against the private sec­
tor. This judgement is also against 
the Government, because Government 
did not do their duty. Government 
did not set-up any proper machinery. 
Government had really no department 
to administer the Companies Act. Gov­
ernment failed -to provide that parti­
cular organisation which will keep the 
private sector under continuous and 
vigilant care and watch. We can pass 
this company law of 012 clauses and 
all the schedules.........

A n  H o il  Member: Porty-nine.

Shri N. C. Chatterjee: Forty-nine is 
a bad thing in BengaL Anyhow, 649 
clauses.

Shri Morarka: Actually, there will be 
653 clauses or so because some clau­
ses have been added during the Second 
Reading.

Shri N. C. Chatterjee: There have 
been some additions. But aU this will 
be futile unles« and until we take 
steps to provide a really efficient 
machinery, a properly staffed depart­
ment, to administer this Act. As the 
Bhabha Committee pointed out, there 
was nothing inherently wrong in the 
Act piloted by Shri N. N. Sircar. You 
know, Madam, he was a lawyer of 
great experience. He was certainly 
the best company law lawyer in his 
time in India and he had the biggest 
practice in the biggest company court 
in India. With all his experience and 
knowledge, he Initiated that measure 
and it was accepted by the Central 
legislature. But what has happened. 
It remained a dead letter. Why? 
Because the machinery was not there. 
The Bhabha Committee has pointed 
out that you can have any amount of 
legislation; over-legislation will not
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solve the problem. It may deaden, it 
may affect, it may paralyse, iniUative.
It may paralyse enterprise, but will 
not help unless you have a depart­
ment properly equipped and properly 
staffed to administer this Act. I hope 
the hon. Finance Minister will assure 
the House that he is going to set up
a department..............

Shri K, K. Basu; Under Shri M. C. 
Shahl

Shri N. C. Chatterjee; I am not
thinking of any particular person. My 
friend says, ‘under Shri M. C. Shah.
I know that a very responsible and 
experience member of the civil ser­
vice had been asscteiated with the 
working of that department. He had 
been helping us in the Joint Com­
mittee and we know that he is a capa­
ble person. We hope he will have 
ample power and assistance and co­
operation from the Government, and 
also from the private sector, to work 
it in the proper spirit. We want the 
private sector to play a vital role. We 
want in our national economy that the 
private sector should develop and 
should contribute to steady industrial 
development. But they must change 
their ouUook and must realise their 
responsibiHties. The department should 
be adequately staffed and act with 
vigilance, honesty and promptitude.

Now, the greatest diflBdence that I 
felt was this. You are vesting too 
much power in the hands of the ex­
ecutive, and it might be that there 
might be a tendency towards over- 
bureaucratisation. i  hope that this too 
much power given in the h^ds of toe 
executive will not be abused, and that 
the concentration of executive power 
will not be exercised to paralyse in­
dustry. In that event, it will be a 
bigger danger than the malpractices 
we want to weed out from the pri­
vate sector.

Now, at this stage, contrasting this 
BiU with the one that was originally 
introduced, I ought to point that we 
have taken four or five steps which 
to a large extent must constitute a 
definite improvement on the original

BUI. Firstly, we have introduced • 
new section, section 197, which puts 
an overall ceUing on all remunera­
tion at 11 per cent. The hon. Minis­
ter pointed out yesterday, interruirt- 
ing me when I was talking on one 
matter, that section 197 has got some 
qualifications. But the quaMcaUons 
are exceptions and the qualifications 
will be subject to certain very stnmg 
limitations. But that ceiling is a very 
desirable thing which we have intro­
duced. Secondly, we have got section 
293, which says that no sole selling 
agent shall be appointed by any com­
pany except at a general meeting. I 
maintain that this section is a defimte 
advance and a real improvement. We 
Imow from our experience that a 
good deal of malpractices takes place, 
especially in that part of the country 
which I have the privilege to repre­
sent here. We know that the sole 
selling agency appointment power 
given to boards of directors have been 
abused and. therefore, it is very 
necessary that this power should be 
placed in the hands of the general 
meeting. Thirdly, we have put a 
ceiling on the number of companies 
which a managing agency can main­
tain and manage. I think that is also 
desirable. We are told that in some 
cases where a firm was formerly 
managing one company, it now mana­
ges about a hundred companies. That 
will be ridiculous. Therefore, in 
section 331 we have put a mnximfum. 
That is desirable. Now, the greatest 
improvement which we have effected, 
in my humble submission, is in sec­
tions 343 and 344. We have declared 
that this Parliament discourages the 
heritabiUty of managing agents. The 
theory that every big industrialist’s 
son, grandson and great grandson 
must inherit all his business acumen, 
integrity and capacity is a myth. We 
have said that there shall not be this 
heritability, this bequeathability and 
all that. We remember that when the 
regular general discussion took place, 
Member after Member was criticising 
this kind of thing that pockets are 
created, coteries are created and a 
certain amount of concentration of 
economic power of an undesirable
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character also took place because of 
this hentability and this method of 
devising and bequeathing the manag­
ing agency.

The private sector should appre- 
date that our attitude has not been 
merely critical; it has not been mere­
ly destructiver it has not been merely ' 
censorious. We have tried to give 
them some alternative and I think 
that it is no use saying that what the 
Finance Minister has done in section 
378 and others is wrong. You remem­
ber my hon. friends have said that the 
new scheme we have provided, name­
ly secretaries and treasurers, is a very 
convenient benamidar of the manag­
ing Bg&acy system. In this system, we 
have also subjected them to certain 
safeguards and restrictions and I 
would appeal to the private sector to 
develop some kind of alternative or 
substitute, whereby we will not pro­
voke the Government or the Parlia­
ment to wipe out completely the mana­
ging agency system in some sector or 
some industries, which would fimction 
properly and satisfactorily. Then there 
is no point in Government exercising 
their extraordinary powers.

We have also given power to Gov 
emment in the case of egression to 
appoint two directors and we have 
also added one thing, that is, propor­
tional representation. I think that is 
also a clause which is commendable. 
We have provided that there can be 
provision for proportional representa­
tion, But supposing a company does 
not have any proportional represaita- 
tlon and yet the minority feel that 
they are not being treated properly 
and fairly, they can come up to Gov­
ernment and after taking the advice 
of the advisory commission the Gov­
ernment can say. ‘you must take re­
course to proportional representation 
compulsorily and alter your scheme 
and articles*. That will be a good thing.

I must end by expressing my regret 
that the fundamental recommendation 
of the Bhabha Committee has not 
been accepted by the Government, It 
was that there should be a statutory

quasi-independent commission. It is 
my regret that it did not appeal to 
the Finance Minister. I can under* 
stand the Birlas, the Dalmias and the 
others saying, ‘we shall have no hitch 
with the Mmisters because we can 
manage them better’. That is why I 
do not want to have this Icind of pro­
vision {Interruption). What I am 
saying is that this is the reason why 
the Bhabha Committee recommended 
that there should be an independent 
statutory commission. Why? Not 
because they have no faith in the 
honesty or integrity of the Gk)vem- 
ment or of the Minister concerned.
They said it is humanly impossible for 
him to deal with 29,000 companies
when you have got so many provisions 
for control, regulation and supervision. 
Thousands of applications will come 
up to the Government. How can 
you expect the Minister or the Deputy 
Minister to deal with them? There­
fore, I take it, it will mean either a 
Superintendlent or the Assistant Secre­
tary or the Deputy Secretary or the 
other categories of Secretaires will 
have to deal with them and there
may be many undesirable things hap­
pening. Therefore, they said that if 
you want your administration to 
inspire confidence you must have 
some kind of statutory quasi-indei>en- 
dent commission. That will not only 
inspire confidence but will keep you 
above all charges of nepotism, jmrtiali- 
ty. bribery and others. That has not 
been accepted. I have got to bow 
down to the wisdom of the Parliament 
I'l the matter with regret. But, I only 
hope that this advisory commission, 
win be properly constituted, its com­
position and functions will be such 
and that the Government will behave 
in a manner that it will be acting 
really more or less as an independent 
body; it would develop conventions 
and the conventions will be that it 
shall act in accordance with the 
economic policy of the Govern­
ment but in matters of detail it 
shall be qui'.e free and independent, 
and it shall bring its own indepen­
dent judgment to bear on technical 
matters. I was glad that the Finance
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Minister said that there may be -005 
per cent, of difference and possibly 
less. I hope there will be no occasion 
for difference unless there is M>me 
cogent ground and wish that their 
advice will be ordinarily accepted as 
the Government’s decision.

I hope that after the passage of this 
Bill, as was done in the case of the 
Estate Duty Bill there would be pub- 
Ushed a booklet explaining the impli­
cations of this Bill. You remember, 
Madam, after the Estate Duty Bill was 
passed—it was a very complicated 
measure—I think, the Chairman or the 
Senior member of the Board of Reve­
nue brought out a booklet explaining 
the implications of tlie more important 
provisions and the duties and func­
tions that people have got to dis­
charge. I hope something like that 
would be brought out which will be 
helpful. There should be no legalistic 
approach. There should be a co­
operative approach so that the sector 
may behave under Government’s co­
operation and that our industrial de­
velopment may not be impeded or 
hampered in any way,

Shri C. C. Shah (Gohilwad-Sorath): 
Madam Chairman, now that we are 
at the end of our journey, it remains 
for Us to review briefly, but more clam- 
ly and dispassionately, the resxilt, and 
1 respectfully submit that the result 
of our labours is an achievement of 
which this House can be legitimately 
proud. That journey has been a 
long and arduous one but the result 
is worthy of all the efforts that we 
have put in in this BiU. This massive 
piece of legislation which we are short­
ly going to put on the statute-book is 
Important not only because of its 
magnitude but also because of its far- 
reaching consequences in our econo­
mic and also partly in our social life.

Law, after aU, reflects and ought to 
reflect the relations wich exist or 
ought to exist between man and man 
in any society. And, with changed 
conditions and with social and econo­
mic changes, the law, if it is to remain 
dynamic and helpful, must change.

A major revision of the company 
law was undoubtedly called for, for 
the last major revision was in 1936 
and the world has changed and India 
has changed greatly after the war. 
This piece of legislation which has 
aroused so much controversy, i>articu- 
larly in a section of our community,
I wish to remind the hon. House, is 
based mainly and principally upon 
the recommendations of the expert 
committee which was representative of 
all interests and which could not, by 
any means, be said to be partial to 
any interest. And, I wish to say that 
except for a few changes which the 
Joint Committee made—and they were 
important ones at that—the Bill is 
mainly based upon the recommemto- 
tions of the expert committee, which 
expert committee also took as iti 
basis the English Act of 1948.

The Joint Committee made impor­
tant changes in the Bill and it is good 
that the Bill, as it now finally emerges 
from the House, is substantially ^ e  
same as recommended by the Joint 
Committee, the changes being only of 
a minor character; and , therefwe, we 
can rightly say that the labours and 
the attentiwi which the Joint Com­
mittee devoted to this important BiU 
have had the approval of tha Houm 
almost in its entirety.

A company law has really two 
main objectives; firstly to protect the 
interests of the shareholders and in­
vestors and the public and to main­
tain their confidence in joint-stock 
enterprise and, secondly, to provide, 
honest, efficient and healthy adminis­
tration of joint-stock enterprises. I 
submit that this Bill will largely fulfil 
both these objectives. And. I would 
say, that even those, either on the 
right or on the left, who are dissatisfi­
ed with some of the provisions of thii 
Bill concede that both the Joint Com­
mittee and this House were guided 
mainly by these two considerations 
and with a view to realise these two 
objectives. It is my further sub­
mission that this Bill is consistent 
with the policy which this House and 
this country has adopted in economiff 
and social matters and this BiU is
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Caipi C. C. Shah]
Intended to be a step in the direction 
of the implementation ot that econo­
mic policy which we have adopted 
alter great debate and also for the 
realisation and fulfilment of those 
social objectives which we have un­
animously set before ourselves. 
While it may be true that the com­
panies Bill is not concerned directly 
with the economic policy or the shap­
ing of any economic policy, it cannot 
but reflect that economic policy and 
it must so shape itself that that econo­
mic policy is furthered and streng­
thened. For, after all, the Company 
Law provides the framework within 
which the private sector must func- 
tioii and, as we know means are as 
important as ends. The end cannot 
be justified unless the means are pure 
and intended to achieve that end. It 
is my submission that the instrument 
which we are now providing by this 
Bill for the activity of the private 
sector is consistent with our social and 
economic obiectivea.

Fears have been exoresaed by a sec­
tion of the community that Bill 
is too ligid and too complex and gives 
very wide powers to the Government 
which may prove a hindrance either 
in the economic develoimient of the 
country or in capital formation or in 
trade, commerce or industry. This is 
not the occasion nor is it my purpose 
at this stage to review the detailed 
provisions of this Bill. But I would 
respectfully submit that after all the 
strain and stress of the controversy 
had died down and we give thought 
to this Bill more dispassionately, it 
will be realised that the so-called 
rigidity and complexity of this Bill 
are not intended in any way to hinder 
the development of this country but 
on the contrary to help in furthering 
it. The powers that have been given 
to the Government are undoubtedly 
wide. If I could have seen or if the 
House could have seen any other way 
of achieving the objects whidi we had 
in mind and if any hon. Member had 
been able to suggest any other way 
of achieving those objectives besides 
giving these powers to the Govern­

ment, we would have certainly ex­
plored those ways. But in the circum­
stances in which we are I could see 
no other alternative but to give these 
powers to the Government and un­
like a few Members of the Opposition 
I have full faith and confidence in the 
Government. It is not merely because 
it is 'my Government but because it 
is the Government in which the coun­
try has confidence that these powers 
will be wisely exercised and will be 
for the benefit of the community as a 
whole.

It is true that when we have given 
these powers, if yre fail in achieving 
the objective which we have set before 
ourselves, no small part of the blame 
will lie at the door of the Government 
and therefore it is a truism to say 
that the Government imdertakes a 
very great responsibility in having 
agreed to take these powers. No man 
should take powers unless he is sure 
of being able to exercise them wisely 
and justly. I believe and the Finance 
Minister has assured us that the Gov­
ernment is fully alive to the responsi­
bility which it has undertaken and 1 
submit that there should be no fear or 
apprehension on the part of the busi­
ness community that it will have any 
difficulty.

Eam N. C. Chatteijee: Is it the
Minister talking?

ShH S. S. More (Sholapur): Minis­
ter in the making.

S M  C. C. Shah: I have heard this 
remark often during the course of this 
debate.

Shri S. 6k More: Our predictions will 
come true.

Shri C. C. Shah: With all humility I 
would say that I am unconcerned with 
it. But I must say that I had a little 
share in the shaping of this BUI 
and if I express my thoughts for the 
last occasion as to what I consider 
this Bill to be....... .

Sbri S. S. Mere: What do you mean 
by last occasion?
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Shri C. C. Sliah: For the last time 
80 far as this BiU is concerned. These 
wide powers isiven to the Government 
had to be given because the share­
holders, though they have a theoreti­
cal control over the company..........

Sbri A. M. Thomas (Emakulam): 
That is only professional jealousy.

Shri C. C. Shah: I do not think it is 
jealousy; it is goodwill. Those powers 
had to be given because the sharehol­
ders are unable to exercise the amount 
of control which they should. Theo­
retically it may be right to say that 
if the shareholders are vigilant and 
wide awake it is unnecessary for the 
Government to interfere in the matter. 
But is is not only in India but also 
in other countries of the world, in 
ESngland also, the shareholders are 
unable to do that. I am glad that, 
speaking very recently,—a few days 
back,—the Vice-President of the
Bombay Shareholders Association
who is also the Chairman of
the Bombay Stock Exchange, wel­
comed this Bill and said. I 
think rightly;r—that thig Bill wan for 
the benefit of the shareholders and 
investors. An appeal has been made 
by Shri Bansal,—and I think he was 
justified in doing so,—to the business 
community to co-operate fully in the 
implementation of this Bill. No Act 
can succeed unless it has the co-opera­
tion, willing co-operation, of the 
majority of those for whom it is 
meant. I have no doubt that the busi- 
nessmea will ultimately agree that, 
while some of the powers which have 
been given to the Government in this 
Bill may be irksome at times or the 
restrictions placed by this Bill may 
prove to be too many, particularly for 
small men, on the whole they are 
wholesome and in any event, in the 
conditions in which we live today, they 
are inevitable and necessary.

Shri N. C. Chatterjee expressed his 
regret that the Government did not 
accept, or this House did not accept, 
what he called the main recommenda­
tions of the Bhabha Committee. I 
submit it is not right to say that the 
House hat not accepted the main

recommendations of the Bhabha Com­
mittee. The main recommendation of 
the Bhabha Committee was for the 
establishment of a Central authority 
and that recommendation has been 
fully implemented in this Bill The 
form which that Central authority 
^ou ld  take, namely, whether it should 
be like a Board of Trade as in Eng­
land being a department of the Gov- 
vernment or an autonomous and jn- 
dependent statutory body was a mat­
ter of controversy and the Bhabha 
Committee rightly stated that much 
can be said on both sides. If we have 
adopted this form as an experimental 
measure it is because considering that 
it is a new experiment all we can do 
is to try the experiment particularly 
because it is so closely connected with 
the economic policy of the Govern­
ment and it would have been wrong 
to entrust it to an independent statu­
tory authority which would not be 
connected with the economic policy of 
the Government or its implementation.

It only remains for me to join my 
previous speakers in the tribute which 
they have paid to the hon. Finance 
Minister and his able colleague. It 
was a great pleasure to have worked 
with him in the Joint Committee and 
while at times he could not accept all 
that was suggested on both sides, I 
am quite sure that the paramount 
consideration with him was the natio­
nal interest, and the objectives which 
we have set before ourselves, namely, 
the Plan and its implementation. I 
am glad to say that he went a very 
great way in meeting the views of 
both sections of the Joint Committee 
and the House; he has refused—right­
ly,—to be pushed this way or that and 
stood firm upon his own convictions 
and bound by what he thou^t to be 
the national interest. I would only 
like to add a word also for his able 
colleague, Shri M. C. Shah for his 
untiring energy.

Shri Asoka Mehta (Bhandara): 
Also Shri C. C. Shah; we will do that.

ffltfl € . C. SkBh: I have done.
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Siiri S, S. More: Sir, I spoke during 
the first reading and since then I could 
not make any contribution as lar as 
this particular measure is concerned.
I am really very happy that we are 
at the end of our journey.

>( The present measure is really a 
colossal, complicated and controversial 

4/ measure.
-( Shri N. C. Chatterjec: And, com­

ic prehensive. ‘
Shii S. S. More: These three adjec­

tives that I have used begin with the 
letter ‘c*. So many persons partici­
pated in the debate and they had the 
privilege to participate because they 
carried the letter *c* somewhere in 
their names—Shri C. D. Deshmukh, 
Shri N. C. Chatterjee, Shri M. C. Shah 
and Shri C. C. Shah. I am not posses­
sing the letter 'c’ in my name and I 
desisted from that.

I would call this BiU, if you permit 
me Madam, as a "Lawyers’ Paradise 
Act of 1955'’ because In this colossal

"Measure..............
Shri Asoka Mehta: That is why you 

kept away so that the paradise may 
be better. .

Shii S. S. More: I wanted to give 
ample berth to my hon. friend Shri 
Asoka Mehta so that he could give 
to the House a list of the books he 
has read on the subject.

Shri N. C. Chatterjee: American
books.

Shri S. S. More: Both English and 
American and also Ethiopian and I 
do not know from what other coim- 
tries.

I say that this will be a “Lawyers’ 
Paradise Act” because so many offen­
ces have now been created. It is 
quite natural that when the Govern­
ment was concerned with law and 
order and was not a welfare State the 
Indian Penal Code was found to be 
enough. But, when we ventured on 
social reconstruction persons who 
came in its way had to be ruthlessly 
suppressed and a new category of 
social offences had to be created. 
Therefore, offences, also accompanied

with penalties, would make it difficult 
for many small companies— as has 
been said during the course of the 
debate— t̂o keep their head above 
water and I am Inclined to believe 
that this Bill will result automatically 
in the elimination of small companies 
which have not got sufficient funds to 
engage proper lawyers, with the result 
that all our industries will be concen­
trated more and more in the hands 
of the big capitalists—and this is a 
natural development. Under the stress 
of capitalistic development the small 
fish has to adjust itself somewhere in 
the capacious stomach of the big fish— 
that will be the inevitable result.

But, in this Bill so many contradic­
tory or warring interests have to be 
reconciled. I know, I called this Bill 
a very controversial one, not on parti­
culars or details, but even from the 
point of ideology. Some of our friends 
here were fighting for a socialistic 
world and Shri C. D, Deshmukh and 
some of his colleagues were fighting 
for a ‘gradualism’—I do not know 
leading where to. They were not 
actually fighting for the status quo. 
They were prepared to go some steps 
further. But in what direction? Pos­
sibly, in the direction of the socialistic 
pattern of society. But, with all this, 
when we are not proceeding by the 
method of revolution and when we 
h a v e  to e v o lv e  a particular system in 
certain phases of our economy, diffe­
rent rival interests have to be recon­
ciled and peaceful co-existencer~it is 
not only for nations, but within the 
womb of a nation— ŵill be a rule for 
the different conflicting interests.

Take, for Instance, the interest of 
the shareholder. He is the man who 
really saves some money, invests it in 
some venture and looks upon this in­
vestment as a sort of insurance or 
security for his old age. When I 
spoke during the first reading I quot­
ed Mr. Gokhale and I cannot resist 
the temptation of quoting him again. 
He said:

**Whoever, again, contributes
capital to be applied to the indui-
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trial development of the country
must be regarded as a benefactor
of the country.”
And, that is perfectly true. Though 

we are talking about a welfare State, 
we have not yet developed old age 
pension scheme. We have not yet 
perfeion scheme, developed widow’s aid 
schemes. We have not yet developed 
some scheme for looking after the orp­
hans. Therefore, persons who are 
mterested in sudi persons natu­
rally try to invest whatever little 
savings they have in the shares of 
companies. As the custodian of the 
interests of the people in the country, 
particularly of the weaker section, the 
State must act 9s projector of the 
interests of this particular section. II 
we develop old age pension schemes 
and if we develop a scheme for giving 
some allowance for widows, it Is possi­
ble that all such persons who are in­
terested will be willing to divert all 
their savings to ihe Government which 
will be the distributing authority.

It was also complained during the 
course of the debate that as we have 
not yet got a well-organised capital 
market developed in this country and 
the managing agents are the only per­
sons who attract capital and put capi­
tal into business, the managing agency 
has to survive for some time the knife 
of the Government. But, if we de­
velop really all these welfare schemes, 
then possibly. Government itself will 
be the greatest organised investing 
agency as far as this country Is con­
cerned because the small people wiU 
rather trust their Government and 
part with their funds In favour of Shrl 
C. D. Deshmukh, possibly with a letter 
or without a letter which he frequent­
ly quotes at the time of the Budget 
Session. Unless we develoo that sort 
of a system, the private person has to 
’obk to some company which will give 
hixti some return on the palt^ saving 
which he has. In this respect, Madam, 
the interests of Maharashtra have 
suffered tremendously.

Shrl A. M. Thomas: It is going to 
suffer also.

Shrl S. S. More: In my part there 
are certain companies which welcome

despositfi, but there is no coiitrol b j 
Government. 1 would go to the length 
Of saying, if it is permissible at this 
stage, that the Government should 
also scrutinise the economic health of 
the companies which advertise for de­
posits and see that the depositor are 
not allowed to come to grief.

Then I would say that next to the 
shareholders the interest of the laboui 
ought to get precedence. Very strong^ 
voices were raised not only from the 
O i^sition Benches but even from the 
Congress Benches that labour must 
have some share in management. It 
is not the capital that produce manu­
factured articles; it is the magic of 
labour which converts raw material 
into finished goods which are neces­
sary tor consun^tion in the country 
and this magician is kept half starved. 
We only go a ft »  the interest of 
those who mvest capital, but what 
about those who bestow the magic of 
their labour on the crude raw material, 
which we produce in this country or 
import and turn it into finished goods 
all the time going without proper food 
or proper shelter? I feel that it is 
time for the Government to look after 
the material and moral well-being of 
the labour class. It was said, in Eng­
land at the end of the 18th century, 
that due to the expansive growth of 
industries, labour was much in de­
mand, with the result that labour 
became independent and in a position 
to dictate. In this country unemploy­
ment is growing. People are being 
attracted from villajjes to urban areas. 
They are swelling the labour market 
with the result tiiat capitalists can use 
their whip for the purpose of cutting 
down wages and other benefits. I 
would make a request that all labour 
must be properly organised, must be 
trained to look ^ e r  their own inter­
ests, so that they will not be taken 
away from the right path by political 
parties who prescribe any sort of 
rwnedy for their good. Not only they 
must organise, but they must be maae 
more and more to stand on their own 
legs as far as management is concern­
ed, I am not prepared to accept the 
views of Shrl Tulsidas and Shrl
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[Shri S. S. More]

5omaui though I have got the greatest 
respect for the business capacity of 
those friends. They are only the de­
corated pieces seen from outside, but 
their labour who sit and who stand 
by the different wheels in the machine, 
in the factory are the real producers. 
Government have greater soUcitude 
for ihose who employ this labour.

Shri K. K. Baso: There are so many 
decorations like Kiarat Ratna, etc.

Shri S. S. More: Even my friend ' 
Shri Basu is a decoration to the com­
munist party. A  controversy was 
raised here about managmg agents.
I say, whether managing agents are 
kept or not kept is but a theoretical 
proposition, because ms king as busi­
ness bas to be managed, industiies 
have to be run—and the first Five 
Year Pian Has said that we have kept 
42 industries for b^ng run in the pri­
vate sector— t̂here must be someone 
who can function, who can discharge 
the reqpoMibilities of the manager. 
You may caU him by any name. He 
may be managing agent; he may be 
secretary of treasurer or he may be 
the chairman of the board of directors 
if the company is a director-controll­
ed company. But there must be some 
person wbo can be the kingpin, so to 
say, to take up the whole venture 
from one stage of prosperity to an- ' 
other stage of prosp^ty. Shri Asoka ^  
Mehta was unnecessarily obsessed by 
the idea of immediate slaughter of 
managing agents. It is quite possible, v  
in the stage of infancy of industrial ' 
development in this country that if 
Wfi liastily use our knife like the axe 
used by Washington..........

Shri Asoka* Mehta: Why not use the 
knife against the decorations?

Shri S. S. More: Knives are used 
for lambs and not for decorations. 
Being a vegetarian, he dops not know 
to what use the knife is put My 
submission is, I am not much con­
cerned as to whether you keep mana- 
0ng agents or not or give them some 
other name. It is not the name of 
the ofiBce-holder that really matters

y v o u  may call him anything. But it 
is the responsibility of Government, I 
would say, to see that these managing 
agents, for whatever time they are 

>/ kept, do not misbehave. There are 
dacoits in this country; there are 
murderers in this country, and the 
legal apparatus is used for keeping 
down their number or for keeping 
down their monstrosities. In the 
same way. Government wiU have to 
use the apparatus which they are 
now evolving by this Bill. Take the 
case of a snake-charmer. The snake- 
charmer can carry so many snakes 
on his body—snakes with poisonous 
teeth—but he takes particular care to 
see that the poisonous teeth are remov­
ed. I would make a request to Govern­
ment that they should use their 
powers for removing the poisonous 
teeth of the managing agents if there 
are any.

I have got my own apprehensions 
y regarding another matter. I do not 

agree with my friend Shri N. C. 
Chatterjee that there should be a 
statutory body for the purpose of 
controlling the business. My experi­
ence of statutory bodies is not very 

•^happy. They become the citadel of 
"powers themselves, and they are not 
.pervious to our criticisms. Shri C. D. 

s/Deshmukh is there. He will be res­
* ponsible for all the good things and 

the bad things which the department 
set up by him may be guilty of and I 
can criticise him but Statutory Body 
will be beyond the shafts of our criti- 

^cism. Hence I support the departmental 
‘ set up. But I have got my own mis­
givings. I know the existence of cor­
ruption in this country. I know from 
Government documents themselves, 
from the reports of the Public 
Accounts Committee of which my 
friend Shri B. Das was a very efficient 
and ruthless Chairman for a long 
time and' from the reports of the 
Estimates Committee of the prevalence 
of corruption. Those reports and so 
many other public documents have 
thrown a lurid light on corruption, 
nepotism and favouritism prevailing 
in some of the Government depart-
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ments. I have gat apprehensions that 
by leaving all these powers,—so wide 
are the powers— t̂o the hands of Gov­
ernment departments, it is quite possi­
ble that instead of nationalising the 
private sector, we shall be nationalis­
ing corruption; we shall be nationalis­
ing nepotism; we shall be nationalis­
ing favouritism. There is a grave 
danger of doing so. But I feel that 
as we make progress, as Members of 
Parliament become ‘ more and more 
vigilant about their responsibilities, 
as the general shareholders show a 
greater awareness and vigilance about 
their own rights and responsibilities, 
T am quite sure that things will take 
a good turn. It#is no use being pes­
simistic. If one becomes a pessimist, 
he goes from facts to fads, if I can 
say so. Therefore, I say that with 
all these power of a giant that we have 
endowed you with, you will have to 
realise that you wiU have to behave 
like a giant and shoulder all the res­
ponsibilities that you will have to 
carry by taking all these powers.

Shri Deshmukh has assured us on 
many occasions that he will personally 
look into many matters which will 
be coming to his department for so 
many purposes. I have the greatest 
respect for his capacity to work, but 
all the same,—I hope he will not be 
irritated if I say—he is also a human 
being and he has his limits to his 
capacity. When I was practising in 
law courts, I had once an occasion to 
go to a Collector. He was a Euro­
pean. He asked: “Well, Mr. More,
why have you come here?”  I said: 
“This is a revenue appeal and I have 
to argue it before you,” I had taken 
along with me a big bundle of books. 
He asked why I had brought all those 
books. I said I wanted to convince him 
about the legality of the points that 
I had to make. He said: "Are you 
going to take so much of my time? 
If you want to convince me, you go 
to my sheristadar and convince him. 
If he is convinced. I shall sign along 
the dotted line.”  He was thus a very 
frank Collector. Nobody would give 
•uch an admission on the floor of tMs 
House. But ^oca iiot mean that 
wch m thinir will not happen. If cer­

tain things are left to the employees
who are on a lower level, then cor­
ruption will creep in, because it is 
easy to hook a small fish than to 
hook a big whale. Managing agents 
at least know that aspect of manage  ̂
ment by which they can practise cor­
ruption on a systematic scale. Fortu­
nately in this country nobody hai 
started openly a company for the pur­
pose of practising corruption, nepo. 
tism and favouritism at all ranks.

I am sorry that certain provisions 
like clauses 611 to 614 exclude Gov­
ernment companies from the opera- 
ticm of this Bill. I do not welcome 
those particular clauses. Govern­
ment. if they are going to impose 
control on others, should be the first 
to impose those controls on them­
selves. They should practise what 
they preach. If they exclude all these 
controls from the purview of Govern­
ment servants, that means Govern­
ment departments are a category by 
themselves and that others who are 
rtmning private concerns or private 
industries in a private manner are 
something else. This sort of diffe­
rentiation is not desirable in our 
country. If we are trying to proceed 
on the basis of equality, if Government 
is trying to assume the role of 
employers, let the Government be 
subject to all the rules by which 
the employers are governed. If Gov­
ernment are going to be supreme 
landlords of the country, let them be 
controlled by all the rules by which 
they want to eradicate the selfish 
sectarian class of landlords who thrive 
on the blood of the t«ients.
If Government are going to be 
the controllers of private com­
panies, let them accept the same rod 
for themselves and adopt those princi­
ples which they say are very salutary 
for the private sector.

I have one more suggestion. 1 
request that the Government should 
be pleased to supply to this House 
annually a correct record of what they 
have done with regard to the company 
law. I think there was an amend­
ment to Uiat effect— Î do not know 
exactly what it was—and I do not 
know whether it was accepted or ^
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^rejected. 1 am not very particular 
•about having a special clause in tne 
Bill to that effect, but it is quite 
open to the Government to start a 
practice or a convention. We are 
supposed to be the supreme persons 
who have placed this instrument in 
their hands and it is the responsibility 
of the Gk)vemment to give to us 
every year, a proper account of what 
they have done in this regard. These 
ar#¥ some of my suggestions. I am not 
at this particular period in a mood 
to shower encomiums on the Finance 
Minister, though I am prepared to 
say..............
2 P.M.

Shrl A. M. Thomas: Naturally you 
are morose!

Shri S. S. More: . . . .  that Mr. C. C. 
Shah, Mr. Morarka, Mr. Nathwani 
and other friends have done their 
best to make the Bill as useful to the 
country as possible. Though on occa­
sions. I was frequently interrupting 
Mr. C. C. Shah and giving him some­
thing, as regards the future, I can 
assure you, Madam, that I have the 
greatest hopes.

As regards Mr. Deshmukh, he Is a 
seasoned politician to expect any 
encomiums at this stage.

Shri C. D. Deslmiikh: I am no po^- 
tlcian.

Shri S, 8. More: He is a politician 
without knowing that he is a politi- 
clan. My submission is that this is a 
new venture, a very colossal venture, 
and some days will have to pass; we 
have to watch how it works in actual 
practice before we proceed to shower 
our encomiums. Some of pur friends 
here are in the habit of paying some 
compliments to a person after drawing 
blood from him, say, as some sort of 
soothing ointment. I think Mr. 
Chatterjee can start a factory for 
manufacturing this ointment.

An Hon. Member: To be Timited’ .
Shri S. S. More: Of course. Tfae

^ o e  is fresh from the cobbler; friends 
' Uke Mr. Somani and Tulsidas have to

 ̂ put on the shoe and find out wnere 
it pinches. If they find that it does 
not pinch, then possibly it will be time 
for us to come to this House and say 
that Mr. Deshmukh did something 
which was in the interests of the 
country.

Shri H. N. Mukerjee (Calcutta 
North-East): Except at a very early 
stage of the proceedings on the Com­
panies BiU, I have not had the privi­
lege of really participating in the 
construction of this massive piece of 
legislation. But to the relief of the 
House, and particularly I expect of 
the Finance Ministej: and his col­
leagues, we are nearing the end of 
our tasks in this regard, and I am 
impelled to make a few observations.

I wish I could congratulate the 
Finance Minister. Personally speak­
ing, it is a pleasant enough job for 
me; but I fear I cannot do so without 
drastic quallflcations. If driven to 
the alternative of taking this Bill or 
leaving it, of course, I will take it 
mainly on account of the small mer­
cies vouchsafed to our economy by 
this Bill. But I am convinced that 
the manner in which this Bill has 
been piloted in this House suggests 
very clearly that a very resourceful 
rearguard action is being fought 
against the entire concept of the so- 
called socialistic pattern of society 
Company law with even a near 
socialist orientation would certafnly 
have posed objects which were more 
fundamental than the minimisation of 
abuses. I remember the Finance 
Minister said at one stage that one of 
the main objects, if not the main 
object, was **the maintenance of a 
minimum standard of good behaviour 
in company promotion and manage- 
rrent.” That is all very good as far 

.as it goes, but it does not go far 
^enough. A company law that we can 

really welcome would have made a 
beginning .in transforming our indus­
trial structure and ushering In a 
workers* democracy. Even a com< 
pany law with a good strong bias 
for ecoiiomiu dcvoi^nlment would 

j  perhaps have provided for a



Companies Bill 10 SEPTEMBER 1955 Companies BUI13191
ceiling on dividends in the interests 
of capital formation and the pooling 
of the various reserves of the compa­
nies to be dispensed according to « 
national development plan. Our main 
grouse against the Bill is that com- * 
pany law has not been geared to the 
Plan; it has not even been made an 
arm of the Plan.

There has been over this Bill a 
certain atmosphere of expectation of 
big change even in the ranks of the 
Government party. It has sometimes 
made the Finance Minister appear in 
this House to be somewhat seedy and 
he has also thought aloud somewhere 
else as to who were his masters. He 
has succeeded, however, in scotching 
all radical expectations and to that 
extent he retains the whip-hand of 
our economy in the direction that he 
desires.

The Finance M liiifter doM not see
any reason why the managing agency 
system should go out of existence. He 
is a very humane and cultured person 
and he is opposed to what he calls 
•slaughter’ . I may put in caveat that 
In our country with its stupendous 
misery, the Finance Minister **plti«s 
the plumage, but not the dying bird.” 
Now I recall what the late Prof, K. T. 
Shah said in his Preface to the
National Planning Committee’s report 
On industrial finance. He said;

‘‘The managing agency system is
rotten, root end branch, leaf and
bark and blossom, and must be
abolished at the first opportunity.”

I recall also the Directive Principles 
of State Policy which have been 
quoted over and over again. It should 
be a good enough reason for the
elimination of that concentration of 
wealth which the managlngr , agency  ̂
system represents. On account of ✓
my accidental propinquity to the 
records of the Legislative Assembly 
Debates in 1938—they happen to be 
here—I have dipped Into mimy of 
these volumes and I find that the 
Congress Party in the Legislative 
Assembly in 1936 was expressing
itself on the managing agency system y

1 3 1 9 2

and it wanted to go much farther^ 
than the Government of the day. The 
Government of the day in 1936 was 
ready to give some 20 years’ time to 
managing agency to behave itself or 
to shut up shop. On that occasion the 
Congress Party was moderate and • 
reasonable. I have seen the contribu­
tions made by our iwesent Home 
Minister, for example, and the dis- 
cxission was conducted with perhaps a 
little more good hxmiour than in this 
present House, because I found that 
unlike in this House, nobody objected 
when the Leader of the European 
Group, Sir Leslie Hudson, referred to 
our Deputy-Speaker as "a substitute 
director in the Congress Party's
managing agency company in the
temporary absence of Mr. Satyamur- 
thy.” In th 1936 discussions, at one 
stage Sir Homi Mody said in the
debate that no epithet seemed to have 
been too severe for managing agents; 
they were held up as a sort of crimi­
nal tribe. I hope our frien^ here will 
not object to , some very demure
expressions which have been used 
»bout managing agents in this House!
S r Homi Mody had said, **you have 
killed tfie managing agent, body and 
soul.” And then. Shri Nripendranath 
Sircar, who was the Law Member in 
charge of the Bill, had rejoined “I do 
not admit he has any soul; but we are 
after his body.” This was in 1036. 
On this occasion. I think some of my 
friends like Shri Tulsidas and Shri 
Somani, x>erhaps have been for a time 
a little nervous: but I am sure they 
soon recovered their equipoise. I find 
them extremely jubilating at this 
present moment. I have a fueling that 
perhaps their sentiments may be sum­
med up in a Lewis Carroll rhjrme 
which comes back frequently to me, 
as I attend sessions of Parliament. This 
is the rhyme:

“He thought he saw an riephant
that was practising on the fife;
He looked again, and saw it was
A letter from his wife;
“At last, I relise”, he said,
‘The bitterness of life.”
They can afford to be more com­

placent about the tum things have
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taken and 1 am happy that at least 
they have some happiness that the 
Companies Bill is going to be amend* 
ed in a manner which will not drasti­
cally curtail the very pleasant up­
holstered position in society which 
they are going to have. I wish them 
all joy.

In the year of grace, 1955, the 
Finance Minister refers to the out­
dated theory of confidence. We can­
not touch the managing agency sys­
tem too drastically, because of this 
question of confidence. But it is 
known to the country that the 
majority of the managing agents, at 
least those who are typical of the 
system, they generally gamble with 
their companies* and with the share­
holders' resources. And if there was 
a searching investigation many crude 
mysteries, like the mystery of Birla 
House, would come to be revealed. 
Contributing, at the outside, not more 
than twenty-five per cent, of capital 
they have made our investors shy and 
deprived our capital market of many 
essential investments, which is the 
reason why the public sector has to 
intervene very effectively. When they 
are engaged in interlocking of their 
funds and when by hook or by crook 
fhey take away the cream of the 
profits, it is sheer bunk to imagine 
that managing agents provide the 
fechnical know-how. Technical know­
how comes from individual Managers 
and experts. From what I see of Shrl 
Tulsidas and Shri Somani I find they 
are very proficient in their job. 
I do not know what their position in 
their respective establishments is, and 
I do not care. But the technical know­
how is given by individuals who are 
experts or Managers or are there in 
any other technical capacity. And it 
is sheer bunk to imagine that the 
managing agencies, whose names are 
menticmed so often—^which is rather 
unsavour—that they are responsible 
for the supply of technical know-how

The Finance Minister 1« very con­
siderate of their capacity and their 

 ̂ health. But perhaps he can as well

V ask for the rapid disappearance of 
the managing agents in spite of the 
capacity of the managing agents and 
the state of their health. I am sure the 
Finance Minister reads from time 
time the English weekly, the New 
StcUesman and Nation which, thanks 
to Parliament Library, I can also dip 
into from time to time. And I saw 'n 
the New Statesman and Nation of the 
16th July a quotation under the head­
ing “This England” . It said:

“The Medical OfBcer of Hallo­
way prison had reported that Mrs 
X. who was a priscmer, was in
good health at a,ll times and in a 
fit state of health for execution” .

[ S h r i  B a r m a n  in the Chair]

>/* I feel. Sir, that the managing 
agency system is in a very fit state 

^for execution and in very good health.
 ̂But there is no reason why the doctor, 
in this case the Finance Minister, 
should not report to the country that 
they are in a very fit state of health 
for execution. Before the bar of 
society the judgment has already 
gone, and that judgment ought to be 
executed.

I find, however, that Government 
has taken recourse to the substituticm 
of managing agencies by another 
mechanism, and that is the mecha­
nism of Secretaries and Treasurers 
On that poipt Shri Asoka Mehta had 
a great deal to say last time, and I 
am sure he will point out how an 
alternative is now givoi to some 
people in this hierarchy to switch 
over to this business of taking up 
secretar3̂ hip and treasurership, in 
which case they can manage more 
than ten companies. Their operation 
would not be prohibited in any indus­
try: their agreements would not termi­
nate on 15th August, 1960. Only, their 
remimeration will be a little less; 
they will not appoint directors; they 
cannot be selling agents. Except for 
these, there is hardly any special 
restriction. I do not see the Finance 
Minister sporting a rose in his button­

h o le—the Prime Minister usually doe%
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Whatever name you give i t  The 
smell of a rose is just as sweet, and 
perhaps ince versa the contrary could 
Be said about other kinds of things. -

I find of course the House has taken 
this measure very seriously, and i 
know that very industriously the 
Finance Minister and his colleagues 
have applied themselves to his Bl’ l 
and some wholesome provisions, I 
must concede, have certainly been 
incorporated. The elimination of 
shares with dispropdrtionate voting 
rights, some kind of restriction on 
interlocking of funds, restriction on 
managing agents being buying and 
selling agents— t̂hese are fairly good 
factors which we can welcome. But 
on account of the concentration of 
economic power that is being retained, 
this single fact will set at n ou ^ t all 
the wholesome provisions in the BilL

The Finance Minister has himself 
admitted: “What we are dealing with 
hePB” , he said, “is the ubiquitous 
benamidar. When you prohibit any 
thing, there are smart people who try 
to do that prohibited thing in the 
name of someone else*’. It is through 
tlds benamidari system that the 
managing agents will t(»pedo those 
restrictions that have been imposed. 
If you allow any system which repre­
sents concentration of economic 
power, then abuses cannot be elimi­
nated. Of course we do not nurse the 
illusion that simply by abolishing 
managing agencies we shall eliminate 
concentration. So long as the law of 
capitalism operates, and thanks to 
the socialistic pattern of society the 
laws of capitalism have a fair lea;;e 
of life in our country—so long as the 
law of capitalism operates, concen- 

^ tration will be there and there will 
be abuses through this or that channel 
■nd the henamidari apparatus. But 
wh«i yx>ur goal professedly is a 
socialistic pattern of society, you 
should at least have made a gesture 
by doing away with the managing 
agency system here and now and by 
preventing all forma of concentration 
later.

I find that tiiert wmm m m  amend­
ments which, if tlM Qovenment was

at all serious In regard to ita profess-  ̂
ed intentions, Government should 
have accepted. Even when you have 
allowed the managing agency system 
a lot of rope. Government could have 
accepted our amendments that the 
directors nominated by the managing 
agents to the company must have 
some minimimi qualifications prescrib­
ed. They must be managerial experts 
or technical experts. This might be 
the touchstone whether the managing 
agents play really any useful role in 
our present eccmomj. When it is 
said on behalf of Government that 
the TnaTiagirtg agents have not outliv* 
ed their utility, that point has to be 
proved. And that is why we wanted 
it. But Government did not agree., . 
We wanted that there should be some*^ 
minimum technical qualification which 
the directors nominated by the manag>«/ 
ing agents must satisfy.

The reform of ttie directorates is • 
very vital in company law, and we 
find that even though there is a pro­
vision that one cannot be a director 
of more than twenty companies, this 
provision can be torpedoed because 
managing agency houses have been 
allowed, and they will distribute the 
excess directorships among their 
brothers. There are so many of th«n. 
There are guinea-pig directors, as 
they are called. They will get hold of 
such people and put them in certain 
places. So you are purporting to do 
something which you are actually 
not achieving as a result of Hiis M L

Then, I find that a very serious 
lacuna is that proportional representa­
tion on the board of directors has not 
been made compulsory. Kfty-one per 
cent, will swamp the board and the 
forty-nine per cent, can have no repre­
sentation at all if the big bugs choore 
to take recourse to that kind of 
pressure.

I find a very serious objection to 
the Bill as it has emerged so far as 
that no disqualification has been 
imposed upon tax evaders—tax eva­
ders whose evasion has been discover­
ed. has been pitchforked, so to speak.
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o& the attention of the Finance Minis­
try. Even if they are not punished 
Jby the court, because of the queer 
ethical system of voluntary disclo­
sures, Government knows who these 
very honourable gentlemen are. And 
the country cannot repose their trust 
in these people. The investors do not 
have any kind of confidence in these 
people. Now, I found lately a passage 
in regard to this hypocrisy which 
persists in governmental circles in 
rcsgard to taxation of income which 
I fed  like reading out to the House. 
It nays:

“Tlie argument (about the 
meaning of income) has become 
bigger and bigger business, busi­
ness worthy of the hire of the 
best professional arguers of the 
country. Under the onslaught. 
Income has proved a flabby little 
word except when used to des­
cribe the simple receipt of a wage 
or a salary. Nor is it simply that 
the hind leg has been argued of 
a donkey. Income is not some­
thing like a donkey which can be 
objectively described and measur­
ed. Sit an accountant, an econo­
mist. (preferably two) and a 
judge (preferably an ex-judge 
round a table and ask them what 
they mean by income and your 
own views will be much less clear 
than they are now.**
1 find also that thefre is a British 

judgment of Lord Qyde, possibly a 
hell of a judge, in Ayurshire Pullman 
Motor Service Vs. I.R.C. (1920). He 
said:

“No man in this country is 
under the smallest obligation, 
moral or other, so to arrange his 
legal relations to his business or 
to his property as to enable the 
Inland Revenue to put the largest 
possible shovel into his stores.”
Therefore, it is a fundamental rii^xt 

of the citizen in a free democratic 
country to evade taxes and to take 
shelter under all kinds of legal sop­
histries brfiind the definition of
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income and then, by evading the taxes, 
also got into the top of the Economic 
hierarchy controlling the economy of 
our country. This business of tax 
evasion has gone very far. The Fin­
ance Minister knows so much about 
this kind of thing. The reports of 
the Income-tax Investigation Com­
mission, whatever the technical 
legality of its position as a judicial 
arbitral body, are there for anybody 
to see. These reports make it clear 
that some of the best brains in the 
country ate purchased by these people 
in order to perpetrate this kind of 
crime. The Finance Minister agreed 
that socially speal^g, it was a crime. 
Those who perpetrate this crime are 
now being permitted—they could 
easily have been stopped— t̂o rule the 
roost in our economic life.

I say also that the Government 
might have done one thing which the 
Government hag not chosen to do, and 
that is the prohibiting of bonus 
shares, which is a device to defraud 
the Government by evasion of taxa­
tion, to defraud of the workers by 
giving them no bonus and to defraud 
the public by making it appear that 
the rate of dividend is low.

I find also that Government might 
easily have provided for branch audit. 
This morning, my hon, friend Shri K. 
K. Basu argued very lucidly and 
extensively as to why it is necessary 
to have a branch audit. The Finance 
Minister was not present at thfc 
moment and that is why, in spite ot 
r^ tition , I refer to it. He saio, 
—I repeat it,—that there are 
so many concerns, especially ll 
we take the tea gardens, which have 
their head offices in Calcutta, or coal 
concerns which work in Dhanbad or 
somewhere in the west of West Bengal 
or in the East of Bihar and have their 
nead offices in Calcutta. If there 
no branch audit, all kinds of abuses 
creep into the picture. He gave 
instances of how, because there is no 
branch audit, so many things are 
done, so many concealn^ts are
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practised and so much money of the 
public is being wasted. We have been 
told that there is no adequate person­
nel I do not understand that Com> 
mercial colleges are springing up like 
mushrooms all over the place. Even 
in the so-caUed backward States, they 
are having these big establishments, 
commercial colleges. I suppose, in a 
commercial college, accountancy is 
one of the primary subjects taught. 
We can easily get a cadre of qualified 
people. Go round the country. Edu­
cated unemplo3nnient is a cry which 
has been agitating this Parliament 
every time i; is mentioned. You wlU 
find so many comn^rcial graduates 
going without jobs. * We can absorb 
them in a technical cadre which you 
can set up for audit. You can oisily 
do it. We want more employment. 
You can productively emi^oy our 
people. That Is the best investment 
we can make. But, Government is 
not agreeable to the provision of a 
very simple thing, branch audit.

In the ca^e of foreign companies,— 
companies incorporated abroad,— ŵe 
moved amendments to the effect that 
Gkjvemment can, on receipt of com­
plaints that establish a prima facie 
case for investigation or remedy, 
appoint auditors to audit their 
accoimts or investigate their affairs. 
But, Government has turned down 
this proposal. I know we are repeat­
ing something which will be thrown 
back in our faces in a clever way by 
the Government. But, I do not hesi­
tate to say this. I come from a part 
of the country which has suffered 
most from this foreign capital domi­
nation. Only the ottier day. In Cal­
cutta, the Imperial Chemical Indus­
tries put up an enormous building, 
and they say. they had spent on it 
Rs. 1 crore. They publicised also that 
iney had spent Rs. 5 lakhs for fur­
nishing the Chairman's room. I know 
also how the Imperial CSiemical 
Inaustrles treat their employees. In 
Kanpur, the other day. they threw 
out the people who joined the union, 
tn. spite of their being very technically 
quaUfled personnel. This kind of 
thing goes on. The other aspects of

the operation of foreign companies 
have been mentioned so many times 
that at the third reading stage I feel 
I am not entitled to take the time of 
the House. But, I feel that the Gov­
ernment should have taken sc»ne 
stn»ig steps in regard to this affair.

Coming to some of the other loop­
holes in the Bill that may puncture 
the reforms contemplated, I find that 
the managing agency companies cen 
split and earfi splinter agency might 
manage t ^  companies. I find that 
the process has already .started ot 
jute mills starting chemical fac­
tories and cloth mills starting 
cement factories and so on, and so 
forth. In this way, one company 
may start 100 types of business call­
ing them only departments. Compa­
nies may amalgamate and assume 
huge forms following the traditions of 
what has happened in the U.SA. 
•niere is a limit on the nimiber, but 
there is no limit on capital. In regard 
to vital clauses like interlocking, buy­
ing and selling agencies, we find that 
THese also have not been tackled with 
the seriousness and effectiveness 
v^ich was very necessary. It has 
been provided that by special resolu­
tion the shareholders can have their 
own way. Therefore, it is a democra­
tic reform. But, it is forgotten very 
conveniently that they can be evades 
very easily by the big bugs who 
control our industry.

When you consider the net arfileVe- 
ment of this muMO% SI !• as some­
body said; I think Shri Tinpsal saia 
so—a monimiental BilL It is a 
monument of what? Is it a monumenx 
which you OitSl treasure In your 
march towards the socialistic pattern 
of society? I say, no. I do not say 
there is nothing in this Bill. I liave 
said it before. If I am driven to the 
alternative, take it or leave it, I take 
it because of the small mCTcies the 
Finance Minister has vouchsafed to 
my country. But, I do not ccmsider it 
a monument which the country will 
treasure in its march to a socialistic 
pattern of society. I am sorry I have 
to say it but when I find this kind of 
Bill coming before Parliament In the
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year of grace 1955, I do have my 
suspicions about Congress’s intentions 
about a socialistic pattern of society 
intensiBed a hundred fold.

Shpi GadgU (Poona Central): The
best parliamentary traditions land 
down that a speech on the third 
reading should be as brief and, if it 
cannot be as sweet, it should not be 
bitter either. After 69 hours of battle 
n̂ er the Companieg BOl, I And, though 
I cannot put in violent terms, my hon. 
friend Shri C. D. Deshmukh has won 
the rubber though we have won the 
points. It would not be out of p’ace 
and it would be quHe in keeping with
• he best parliamentnar traditions if 
one were to review what one has 
achieved in the course of the dis­
cussions held over this Bill. Speaking 
for myself, I thought that it would be 
possible to persuade the Government 
and make them agree to the total 
abolition of the managing agency 
institution. For, I believed,— n̂ot 
entirely wrongly.—that the Govern­
ment and everyone of us - having 
committer, ourselves to a particular 
character of future economic organi­
sation and social organisation, all 
those institutions,—political, social, 
economic,—^which would prove 
dangerous to the inauguration of that 
kind of society should not be allowed 
to continue or should not be created. 
However, it seems that the Govern  ̂
ment was not inclined to think that 
way, probably for very good reasons. 
Yet, I am very happy to see that the 
Finance Minister has given a number 
of assurances about how the future of 
managing agency will be looked after. 
dnd how the powers so many now 
with him will be exercised and 
how the sentiments expressed in 
this House will be honoured by him. 
I think that if what he has given 
expression to on the floor of the 
Htouse is carried out substantially in 
the administration of the Company 
law, for some time the managing 
agency institution may be tolerated.

I will not at this ttage refer to 
certain other features of this institu-

fion, though I have received a num­
ber of letters and representations from 
individuals and bodies asking me to 
put forward their view, on which 
they are all agreed, on the abolition 
oT the managing agency. But we 
have now, after a great deal of deli­
beration, agreed that it should 
Oontinue £md as is said in Dharma 
Shastra:

5H9T:
The managing agems or the manag­

ing agencies must observe dharma 
because they must know:

^  5TT?r:
The sword of Damocles, in the

words of the Finance Minister is 
hanging over their head. If they 
survive this, then perhaps it might be 
possible to cons.der whether a new 
lease of life can be given to them, but 
from my past experience of the way 
in wh’ch the capitalists of this coun­
try have worked this institution. I 
entertain no such h (^ ; but I do not 
want to prejudice the future and if 
the future proves nice it is all to the 
good.

Now there was also the question of 
providing alternative management and 
at the time when I spoke at the 
consideration stage, I requested the 
Finance Minister to accept the 
challenge and provide some form of 
alternative management. What always 
happens when one speaks at 
the consideration stage is that 
he entertains hopes and at the 
Third Reading he is apprehen­
sive of certain fears. That is exactly 
the position in which I find mjrself. 
He was good enough to say that he 
has taken out the teeth from the 
managing agency; by providing secre­
taries and treasurers in such a way 
as not to give them any 
control, he says that the teeth have 
been taken out. I only want him to 
be very watchful and see that their 
ffums are not so hardened that they 
digest more than they apparently 
seem to swallow because in between 
the passage of the consideration
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motion and today, I received a num­
ber of letters. I also nappened 
meet some managing agents, I might 
say from Ahmedabad, and the 
impression they gave me was this, I 
am frankly placing it before the hon. 
Hoxise for whatever it is worth. They 
say: you may reduce the managing 
agency commission, or the secretaries* 
and treasurers’ commission by 3 per 
cent, 4 per cent, or 5 per cent. All 
that we want is a place in the manage­
ment and as long as we get it that is 
enough: as for making money, we have 
developed it into an art and nobody 
can beat us. They told me that you 
need not know how the fish drinks 
water, but it does .drink. Similarly, 
they say—only let us have some place 
in the management. We do not worry 
about commission, this that and 
the other. Many holes have been 
plugged, many precautions have 
been taken and I do not think 
that they will escape with ’ the 
same ease with which they have 
been accustomed to escape from the 
clutches Of the Company Act, at the 
same time, I would very earnestly 
request the Finance Minister to be very 
vigilant and to be very careful about 
the doings not only of the managing 
agencies that will continue under the 
Act but also about the domgs of secre­
taries and treasurers and other bodies 
corporate when they come into exist­
ence.

We have now practically come to the 
end and in a few days time this Bill 
will be on the statute-book. Once It 
is on the statute-book, one must not 
look upon it as to piece of workman­
ship cf this party or that party, but as 
representing the common w^dom, so 
to say, the authority of this House and 
it goes out in the name of this House. 
So, it becomes our duty, not only 
members of this party or tiiat party, 
but of everybody, to offer as much 
cooperation as possible to the Govern­
ment in implementing the provisions 
of this measure.

On the whole Mr. Deshmukh, the 
hon. the Finance Minister, has been 
very responsive. It is not a case that 
he has given up whatever he could

not retain. No. My own impression, 
in fact, my own conviction, is that he 
has risked many a time out of the 
shell of oflRcial advice and it was all 
to his advantage and to the aavantage 
of this country,

1 submit that in this House during 
these 69 hours there have been many 
clouds, but I am glad to say just as 
the clouds in the sharat disappear in 
the sky itself, so, all these clouds have 
disappeared in the course of the dis­
cussion and what has emerged as a 
result is, I think, on the whole not bad. 
As I have already said, it is every­
body’s duty to give as much coopera­
tion as possible and see that tiiis 
measure becomes a successful instru­
ment of policy, so far as the private 
sector is concerned.

At the same time let me say that 
although we have pledged our conduct, 
we have not mortgaged equity of 
agitation. It is still open for every­
one of us to educate public opinion 
and unless public opinion is vigilant, 
is alert, an3rthing that is not desirable 
may come into existence. Therefore, 
the measure of success of this parti­
cular piece of legislation will be the 
measure of vigilance and watchfulness 
that we not only as members of any 
particular party, but in our own indi­
vidual capacity, show both in this 
House as well as in our constituencies 
outside.

From what we have now passed, or 
about to pass, is going to arise a huge 
department: and there are bound to 
be some delays. I would like to 
impress on the Finance Minister that 
big companies will not have that 
trouble, because they will have their 
agents and there are other ways 
which the big people can have their 
things done quickly. But there are 
innumerable smaU companies and 
assuming that once in a year the 
average of references for one compaiiy 
is 10, just imagine how many refer­
ences will be made to this department 
and what a huge organisation it will 
be. I do not grudge; on the contrary,
I am prepared to vote finances for the 
maintenance of this, but all I desire
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LShri N. V. Gadgil]
 ̂ is that smaller compianies should bi 

better looked after than the big com- 
panics in the matter of procedure and 
the Uttle difaculties that are likely to 
arise. If that is done I have not the 
slightest doubt that the department 
will earn the gratitude of the smaller 
people. In every legislation we have 
passed, the net experience has been 
the big always escape and the smaller 
goes down. Whether it is a piece 01 
labour legislation or whether it is a 
piece of social reform, the uniform 
experience has been that the smaller 
man is more burdened relatively, and 
the bigger man is burdened less rela­
tively, and so far as other conveniences 
are comcemed, one does not get much 
of it, the other never loses anything. 
I therefore submit that as the Finance 
Minister stated in the opening speech 
when he moved for the consideration, 
that this Bill is not conceived in a 
spirit of imposing fetters on the com­
panies but in a spirit of hale and 
healthy limitation. I do hope that 
this will be observed in the adminis­
tration of the Act, much more parti­
cularly in the matter of the smaller 
companies.

I wish to congratulate Shri Desh- 
mukh. He has played with a straight 
bat, though there were occasional off 
cuts and leg glances, but on the whole 
it only added to the brilliance of his 
performance. I also want to con­
gratulate Shri M. C. Shah who was 
i e s s  responsive but who stood the 
partnership by sheer stonewalling and 
practically exhausted many of u s ,  
although I do not say he was not 
entirely unresponsive, I congratulate 
both. There is also a pair whom I 
would like to congratulate, and that 
is the capitalist pair which fought to 
the last—Shri Somani and my friend 
Shri Tulsidas—and I hope though 
badly mauled, they are still not out.

S h r i  A a o k a  M e l i t a :  The discussion
on the Companies Bill has gone on 
for a long time, and I was enabled to 

" )oin t h e  discussion at a fairly late 
y n a x e .  Even then I feel that the BUI 
jOs n  w a s  o r i i ^ n a l l y  introduced h a s

v^been improved by the Joint Committee 
jind has been further improved during 
the deliberations in this House. I be­
lieve during the last few days we have 
plugged a few more loopholes and we 
have introduced in the Bill an element, 
of flexibility which would be useful in 

^ future.
This Bill became necessary as we 

 ̂ all know because some of our indus­
trialists, some Of our businessmen had 
behaved in a manner that required 
serious looking into and the organisa­
tion of necessary checks and controls. 
At least some of them were in such an 
anxiety to become generals of industry 
from being captains of industry that 
they did not hesitate to embark upon 
various shady activities. As a result 
of that, the company management 
had to be seriously looked into and 
we had to come forward with certain 
reforms and with certain alterations. 
But may I point that during the 
period another asi>ect of the question 
has come to the fore?

Some of the company promoters 
and some of the managers in the past 
may have been guilty of mischief, but 
many more were guilty of misdirection. 
Perhaps in the past we had no clear 
conception of the social direction in 
which we were going. We knew that 
any company management must try 
and carry on its activities in a manner 
that will be honest towards the share­
holders and helpful to the community 
but we had generally no clear picture 
about the social direction. This Bill 
has tried to restrict very considerably 
the possibilties of mischief. I believe 
ii would be possible, if this Bill after 
it is enacted is properly worked upon 
and adequately implemented, that a 
number of mischiefs, a number of 
shortcomings from which company 
management suffered in the past, 
may no longer exist. But the deeper, 
the more fundamental aspects of com­
pany management leading to concen­
tration of wealth, concentration of 
control, interlocking of directorships 
the types of expansion which results 
in big business becoming bigger 
business, these aspects will not be
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covered an<j are not to be covered by < 
the iwesent Bill. A lot ol controversy 
was there because the Finance Minis­
ter was anxious to confine this Bill to 
eliminating some of the mischiefs and 
shortcomings that have disfigured
company management so far. Some 
of us were interested in finding out in 
what kind of context this company 
law will be set. I know that the 
Finance Minister has sometimes offer­
ed certain obiter dicta about the
context but we are still not
sure as to the context and 
ffie perspective in which this 
law will be set. because the utility 
(A this particular piece of legislation 
will depend to a considerable extent 
on the context in which it is ultimate­
ly implemented.

There are, for instanceb A number of 
provisions in the Bill which are con­
cerned with the proper functioning of 
company management, but there are 
others,—few in number, but significant 
all the same,—^which are concerned 
with structural alterations. Now, 
whether these provisions for struc­
tural alterations will be used or not, 
whether they are to be the main 
levers or they are merely to be the 
ornaments, is a question of vital 
importance. Whether this Bill is a 
useful piece of legislation or not will 
be ultimately determined by the 
extent to which .hose levers that can 

.be utilised for purposes of structural 
changes will be used or will not be 
used.

My friend Shri Mukerjee said that 
he was not very enthusiastic about 
the Bill and he said that he would 
accept the Bill because of the small 
mercies there are in it. My attitude is 
slightly different. I would like to 
suspend my judgment. I feel the Bill 
provides us with opportunities not 
only to improve company manage­
ment. but also to bring about struc­
tural changes in our industrial 
economy. To what extent these powers 
will be used, of course, is an open 
question. I would have liked the 
question to be cloiec- My effort was 
to see that this question or this pro­
blem no longer remalus sn open

question, but the Finance Minister i 
has thought that it is necessary and 
the House has agreed with him, that 
no kind of a final or definite answer 
j iould be given. But I do not agree 
with the Finance Minister when he 
says that we must give the managing 
agen.s one more trial. I am not inte­
rested in that trial. Maybe my friaids 
Shri Somani and Shri Tulsidas wiU 
come out unscathed out of the trial, I 
have no doubt about them. I know 
they are probably socially as conscious 
about the well-being of our people 
and the future of our country as any 
one of us here, I have no doubt on 
that. But the point is even if they 
ome out unscaiUiedr this a  desirable 

system? Is it in harmony with the 
general social objectives ttiat we have 
in view. It is there surely that snne  ̂
kind of a definite stand should have* 
been taken. Whether we give three u 
3rears or four years or five years to a 
particular pattern of management is a 
matter on which I do not want to 
spend much time. But we have got\/ 
to make up our mind now. particularly 
when we are embarking upon large- . 
scale industrial development in our 
country, as to what ultimately is 
going to be our final picture, because 
that will determine to a considerate 
extent the resources that will be 
forthcoming and the kind of co-opera­
tion that we will get from various 
sections of our pec^le. The Finance 
Minister seems to be interested only 
in evoking and enlisting the co-opera­
tion of a certain section of the people. 
Important as they are, and valuable 
as they are, we must realise that in 
seeking and enlisting their co-opera­
tion we may be alienating or sterilis­
ing the interest and the enthusiasm 
of other sections of our people.

I would like to make an appeal to 
big business and suggfest that it would 
be useful if they realiw and recognise 
the Temper ot the times. Large powers 
have been given to Government, but 
there is no reason why those powers 
should be used if our company pro­
moters and organisers try to steer 
clear of the rocks and the mischiefs 
from which their activities have 
suffered in the past. If that care is
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[Shri Asoka Mehta]
taken perhaps the large powers that 
have been given to Government can 
be sterilised in action.

Recently, a distinguished American 
commentator,, Walter Lippman, pub­
lished a book called Public Philosophy. 
Therein he has said that laws are 
powerless and that no democracy caî  
function unless a common philosophy 
is shared by the people. There has 
got to be a social ethos which deter­
mines the thought and actions of 
millions of people in a country, if 
democracy is not to be an expressive 
system of government but some kind 
of community existence. Likewise, 1 
believe, thanks to the heritage of our 
national movement, thanks to the 
teachings of the makers of modem 
India we have today a public philoso­
phy which is clearer in our country 
than perhaps in any other country in 
the world.

We are convinced that accumulation 
of capital is bad, as Marx pointed out. 
But we are also eonviiioed that accu 
mulation of power is never goot*. 
which Marx never pointed out. That 
is the reason why there seems to be 
such a tremendous agreement in our 
country on the social aims, that it 
should be possible for us to move in 
that direction rapidly, if all of us 
recognise,— n̂ot because of the lash of 
law but because of a spontaneous 
acceptance of and allegiance to what 
Walter Ldppman has called a publi( 
philosophy.

If that kind of a public philosophy 
is to be accepted, then may I sugg^t 
that Government also must try and 
see that small business will be helped? 
Eighty-five per cent of the companies 
have paid-up capitals of less than five 
lakhs of rupees. Surely, let it not be 
said that because of this Bill and the 
powers that have been given to Gov­
ernment, these companies would be 
harassed. I suggest that this d^art- 
ment which Government are going to 
set up should play a positive role and 
not merely a kind of controlling role. 
It should be helpful. It should go out

of its way and be helpful. I hope in 
the next five years, when a large-scale 
industrial expansion is to take place, 
a la’ j'e number of new enterpreneur? 
will come up who will need to be 
helped.

I quite agree with my hon. friend 
Shri S. S. More when he says that 
friends from Maharashtra have a 
legitimate grievance that they have 
not been able to play their part in 
industrial development in the State of 
Bombay, which their abilities and 
their intelligence entitled them to play. 
I am sure in the next five years, a 
large mmiber......

Shri A. M. Thomas: They are all
bom politicians.

Shri Asoka Mehta: ...... of enterpre-
nuers will come forward to play their 
part. I would like this department to 
be helpful particularly to the small 
people. I do not know what will be 
the structure of the department and 
how it will be organised. Bui it would 
be unfortunate and unwise if the 
small, young and aspiring enter- 
prenuers are merely sent to the 
lawyers and solicitors and left to 
their tender mercies. Rather, it should 
be possible for them to come to this 
department and get the kind of assist­
ance that they need. Of course, if 
anyone of them goes wrong, he has to 
be pulled up.

Likewise, I would like this depart­
ment to help to create an informed 
public opinion. It is not enough to 
give us an annual report. I do not 
know whether the department can 
start a journal also. I know many of 
my friends rather scofT at it, but I am 
a great believer in garnering of infor 
mation. After all, through books, 
reports and publications alone will 
we get the information that we need, 
because they provide in the world of 
today congealed experience. It is 
impossible for any man to get all 
kinds of experiences that are needed. 
But we are able to read the core and 
the kernel of such experiences through 
valuable publications. I would like
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this department to help to create an 
informed public opinion, and an 
informed public opinion in the country 
more so as far as the shareholders are 
concerned. It is absolutely no use 
talking all the time that the share­
holders must realise their responsi­
bilities. What are we doing to make 
it possible for them to realise their 
responsibilities? What kind of assist­
ance and co-operation can be extended 
to them? And what kind of help can 
be given to the shareholders’ associa­
tion or any similar bodies that might 
come up, so that the shareholders 
may find it possible to become better 
informed?

Tnere is no doubt—MUl that question 
again is an open question—that work­
ers will be given an opportimity to 
participate in the management. 1 
hope that before long we will decide 
to give workers an opportimity to 
participate in management, because 
there again we shall have an oppor­
tunity of sharing information. The 
greatest safeguard against any kind of 
misdeeds, either of the barons of capi­
tal or of the bureaucrats in the admir* 
Istraticn, is provided by widesprei*! 
sharing of information. An informed 
public opinion in the last analysis is 
the only guarantee against any kind 
of concentration of power.

While on the one side we have 
consciously permitted power to be 
concentrated in the hands of Govern­
ment, simultaneously on the othw 
side we hope Government will take 
precautions to see that that kind of an 
organised, informed and articulate 
public opinion is built up in the 
country. I would like to warn Gov­
ernment that the powers that they 
have taken are such as are likely to 
have an ineluctable tendency to become 
dangerous, because i>ower by its 
nature corrupts, but power over big 
business is likely to be far more 
corrupting. Therefore, the Finance 
Minister will have to take special 
safeguards. As to what those safe­
guards will be in the organisation of 
his department I do not know.

But I believe that some of the
soundest safeguards would be to help 
to create an informed public opinion, 
to help the shareholders as far ai
possible, to try and make it possible 
for the workers to get all the informa­
tion that they need and to participate 
in the management* to help smaller 
entrepreneurs to come up, and to
create a public philosophy in the
country which will generally look 
down upon and not look up to big 
business trying to become bigger.

If these precauticms are taken, 
perhaps this Bill will liable us to go 
-nuch further in the direction in whicn 
we want to go.

In the end, I would also like to join 
others in paying my tribute to the 
Finance Minister for the x>atience, the 
understanding and the characteristic 
courtesy with which he has carried on 
the discussions on this Bill. Ther« 
were many occasions on which I 
differed with him, and differed violent­
ly. But I hope that he knows, as you 
^How, that those differences are 
differences of policy, perhaps differ­
ences of approaches and outiook. 
There was nothing personal about 
them. And I am glad that such a long 
and exhausting piece of legislation 
was piloted by a Minister who is known 
for his tact and for his courtesy.

Shri M. S. Guropadaswamy: We are
not exhausted.

3 P.M.

Shri G. D. Somani (Nagaur—Pali): 
At the outset, I would like to join in 
the tribute that has been paid to the 
hon. the Finance Minister and his 
colleague, Shri M. C. Shah, for tlw 
very able manner in which they have 
piloted this huge legislation. I know 
the terrible strain imder which the 
Finance Minister has had to work in 
reconciling the various interests, and 
now that we are at the end of our 
labours, and this mammoth legislation 
has taken its final shape, I h<^ he 
will feel relieved in having achieved a 
task to whidi he was allotted.
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[Shri G. D. Somani]

In maiding a few observations at the 
time of third reading, I have no 
intention to indulge in controversies. 
Whatever we have felt about the 
repercussions which this important 
Bill might have on company manage­
ment have been more than adequately 
expressed both in the stage of the 
Joint Committee deliberations and in 
the lengthy deliberations that we have 
had in tke House at the time of 
general discussion as well as at the 
time of the discussion clause by clause. 
I therefore do not think any useful 
purpose will be served by now going 
agahi into those coptrovenial clauses 
and in criticising the many obnoxious 
and rigid features of the Bill.

My non. friend* Shri S. S. More, just 
now referred to the disappointment 
which we might have felt that the 
suggestions we put forward were not 
accepted by the Government. On the 
other hand, the learned professor 
H. N. Mukerjee referred to our joy and 
jubilation that the Bill did not 
emerge as rigid and as obnoxious as 
perhaps he would have liked the Gov­
ernment to shape it. I for one, as I 
«*iid, do not at this stage have any 
intention of going into a criticism of 
the v&rious clauses of the Bill. I am 
aware of the various speeches of 
the Prime Minister in which he has 
said that the citizens of this coimtry 
at present should share the excitement 
which is before us in shapihg and 
building a new India. We are at 
present in the mldrt not. c l  normal 
times, but in the midst of a historic 
task of building a new India, and 
when my fri^ds like Shri Bansal and 
Shri C. C. Shah, and even just now, 
Shri Asoka Mehta, have appealed to 
ttie business commimity to rise to the 
occasion and to adjust themselves to 
the altered circumstances, I need hard­
ly assure them and also the Govem> 
ment that n« commimity wiU be found 
more able to adjust themselves to the 
altered circumstances than the busi­
ness community. Factors change 
rapidly in the economic sector and it

is by their nature that they try to 
reconcile themselves and adjust them­
selves to the changing circumstances 
of the economic system. Therefore, I 
have no doubt in my mind, now that 
1 am speaking at the closing stage of 
the deliberations on this Bill« that 
whatever the handicaps and obstacles 
which the business community will 
have to face in day to day manage­
ment, they will surely see that nothing 
will come in the way of their making 
their best possible contribution in 
industrialising the resources of the 
country. I am aware that the future 
generations will not teglv* those who 
by any reason or any excuse will in 
any way feel frustrated or deterred 
in offering their best at a time when 
after a long time the country has got 
an opportunity of bringing about 
happiness and prosperity to its people. 
I believe firmly in the Karma Yoga 
theory of Shree Gita:

Shri GadgU: Not in dividend!
Shri G. D. Somani: One should be 

very vigilant and do his duty to his 
country and one should not very 
much bother about or be worried over 
the reward for the services or for the 
duty which one does to one’s cwaa- 
munity.

An Hon. Member: Philosophical
expression is one ttibkC material 
considerations another.

Shri G .D. Somani: Therefore, while 
making these observations, I would 
like to assure Govtemment and my 
iriends that m^iatever may be the 
nature of the handicaps and difficul­
ties, the business community is 
determined, at least in this initial 
stage of the countrs^s development, to 
ensure that nothing will come in the 
way of their doing tfaeir best In the 
building up of a new India.

Therefore, without going now into 
the various controversies in regard to 
the clauses, I would confine my obser­
vations to a few constructive sug­
gestions. Although the Finance 
Minister has not seen his way to
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accept the suggestions that we 
made by putting forth amendments 
trom time to time, I must express tHe 
hope that so far at laatt as these 
constructive suggestions are concern­
ed, he and the Government will give 
their proper consideration so that the 
genuine difficulties which the business 
commumiy may face in the implemen­
tation of the task which win now 
fall upon the Government, will not 
come in the way of executing the task 
which will be allotted to them. As 
has been rightly pointed out by many, 
it will depend mostly on how our 
administrative machinery functions in 
administering this complicated and 
long legislation. My friend, Shrl 
Bansal. at the outset has a-lready mad«» 
certain suggestions. I had even in the 
initial stage of the debate pointed out 
the ‘Very complex, complicated and 
rigid nature of the various provisions 
of the Bill. It will, of course, be 
possible for the big industries tunc* 
tioning in big centres to anyhow 
manage on the basis of expert legal 
opinion to cope with the various 
provisions of the Bill. But what we 
are concerned with is a decentralised 
economy, and with ensuring that the 
small-scale industrfei and small busi­
nessmen will have the fullest possible 
scope to promote companies and 
ensure their smooth working. Now, if 
that goal is to be achieved, our 
administrative machinery has to play 
a very definite and positive role in 
assisting and encouraging various busi­
ness centres so that the small people 
wishing to promote companies will be 
able to know about the various forma­
lities to be complied with according to 
the provisions of the Bill, and later on 
also in complying with the various 
formalities which the day to day func­
tion of those companies will involve. 
As Shri Bansal pointed out, I would 
like to repeat that the Government 
should arrange not wily in Blnglish but 
also in Hindi and various other 
regional languages, supply of explana­
tory booklets explaining in simple 
language the various features of the 
Bill about the promotion of companies, 
about their day to day working and so 
on 90 ar tverage businessman.

ivithout recourse to any expert legal 
opinion, may be able to know how to 
jiromote a company and how to rtm it 
without getting himself involved in 
infringement of the various provisions 
of the Bill. Above all, there should 
be adequate staff available in all the 
capitals of the various States of our 
country as also other various impor­
tant centres where anybody could just 
go and get the necessary elucidation 
and explanation from the officers con­
cerned in order to guide him to pro­
mote and run companies. Efforts 
should be made as far as possible so 
that the small man may not have to 
incur any unnecessary legal expenses 
to arrange the promotion and running 
of his company. Therefore, it is of 
very vital importance that our 
administrative machinery should func­
tion in a most positive and definite 
manner to help and to guide the day 
to day functioning of companies. Any 
company promoter should be able to 
approach any officer at any important 
plaee to seek advice and guidance 
about the various and complicated 
provisions of the Bill. I therefore 
nope that Government from now on 
will take immediate steps to strengthen 
the administrative machinery to the 
extent which will ensure these results.

Coming to the various penal clauses 
of the Bill, I should like to make it 
very clear at the outset that I am not 
pleading for any mercy so far as any 
serious malpractice is concerned and 
however big or powerful the company 
might be, the Administration must 
come down heavily upon that company 
and that company should be made to 
realise that this time the Government 
really means serious business. But, 
having said so, I would, at the same 
time, like to appeal to the hon. Finance 
Minister to envisage the possibility of 
several technical breaches of this 
measure of a very minor character 
which even the big companies might 
commit. So far as small companies 
are concerned they are much more 
liable to commit these breaches. 
Therefore, I submit that it wiU not 
be really worth while for our Adminis­
tration fo fritter away their energy 
and time in exercising imdue vlgQance
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with regard to the day to day work­
ing of the companies simply to find 
out certain loopholes of a minor 
character. Thereby they may not be 
able to play the real role, on the one 
hand, of dealmg strongly with the 
major malpractices and, on the other 
hand, of guiding company manage­
ments to be run on sound and efficient 
lines. I hope a healthy convention 
will be established whereby the ad­
ministrative machinery will not 
bother with all the minor irregulari­
ties that might be committed in the 
initial period of the working of this 
voluminous measure— b̂ut they will 
concentrate more on eliminating the 
serious abuses, and, on the other, be 
guiding and encouraging the public, 
so that none of the complicated pro­
visions of the measure would come m 
the way of the economic development 
of the country. This is really a very 
Important matter and I hope it would 
be possible for the hon. Finance Minis­
ter to give an assurance about the 
strength of the administrative machi­
nery and the role which it wiU play 
henceforward m the field of company 
management.

Coming to certain specific clauses, I 
would first of all like to araw the 
attention of the hon. Finance Minister 
vo clause 197. Enough debate has taken 
place on the implications of this clause 
and Government have taken the power 
to grant relaxation in suitable cases. 
I do not want, at this stage, to argue 
about the number of companies which 
might be affected and which might 
come forward to get exemption from 
Government from this clause. But, I 
think that the least that I can ask for 
is an assurance from the hon. Finance 
Minister that It is not the intention of 
the Government in any way to come 
in the way of. companies securing the 
best possible technical and adminis­
trative talent to run their companies 
on economic and sound lines. The 
limit of remuneration, especially for 
new companies in the initial period of 
development is such that there would 
be many cases where Government's 
permission would be necessary. In

view of certain conditions imposed 
and the power that Government have 
taken, I have got some doubts and 
fears about the difficulties which 
might be caused in some genuine cases 
of hardship. I therefore appeal to the 
Finance Minister to give an assurance 
that so far as the employment of the 
best possible administrative and 
technical talent for the efficient man­
agement of the companies is concern­
ed, nothing that this provision con­
tains will be allowed to come in the 
way of Government sanctioning the 
necessary exemptions.

Naturally, I would like to make a 
few observations about the managing 
agency clauses which start from clause 
323. We have heard about slaughter 
and just now the learned professor 
was saying that they are Jusi fit for 
being executed. I had an occasion to 
say the other day that so far a.s this 
execution on slaughter is concerned, 
the business community is not at all 
worried because, after all, it is not the 
system which has placed them in that 
position. They possess certain talent 
and experience and. whatever be the 
system under which our economic 
policy is shaped, so long as that talent 
and experience is offered to the nation 
under proper regulations and also 
under the policy of the Government, 1 
see no reason why the business com­
munity should not continue to play its 
oredominant role in the present ambi­
tious programme of industrialisation 
that we have got. Therefore, I am not 
at all worried whether the system is 
kept or abolished. The only test beforp 
the country is how to get tne job 
done in the most economic manner 
and in the shortest i>ossible period.
I would appeal to the Government to 
apply this single test of getting the 
job done, whenever they have occa­
sion to take any action under the 
clauses which g i^  them the power to 
notify certain industries where there 
would be no longer any need for the 
managing agency system. If any of 
these notifications would result in 
dislocating the smooth functioning of 
any particular industry or would



retard the further expansion of that 
industry, then, certainly, by taking 
such a step we will be doing some­
thing against the very fulfilment of 
the objective that we have in view. I 
have, therefore, absolutely no quarrel 
with the Government if they exercise 
the powers after satisfying them­
selves—after impartial and expert 
opinion—that no harm will be done 
to the industry for which they will 
issue the necessary notification about 
the abolition of the managing agency 
system.

We had pressed for an amendment 
that no such notification should be 
issued unless it is preceded by a syste­
matic and comprehensive enquiry 
and unless the same is placed before 
Parliament and Parliament has had 
an opportunity to approve of that 
notification. Government, however, 
have not accepted that amendment.
But I am glad the hon. Finance 
Minister did give some sort of an 
assurance that before any such noti­
fication will be issued, proper enquiry 
will be made and the matter will also 
be referred to the advisory commis­
sion. That is good so far as it goes.

The only thing about which I should 
like to seek clarification is this tha\ 
the nature of the enquiry would be 
such where full justice will be done 
and the implications of the .step would 
be properly examined. There are 
various factors involved and there 
may be 101 factors which the indus­
try might like to bring to the notice 
of the Government in that connection.
So, what I suggest is that whatever 
may be the nature of the enquiry, 
adequate opportunities should be 
?iven to the Indiistry concerned to 
place its views and adequate facts 
and figures should be made avail­
able to the Government about the 
scope of development in that In­
dustry, about the heeds of the 
rehabilitation programme of that 
industry and about the various 
issues involved in issuing such 
a drastic notification about any 
industry that the managing agency 
will be terminated after such and 
such a date. I hope, therefore, that 
the repercussion which such a notifi­
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cation might have on the natimal 
economy will be properly considered 
and nothing will be done to jeopar­
dise the smooth functioning of com­
panies.

As I said, the hon. Finance Minis­
ter has already given some assurance 
and I do hope that this assurance 
will take such a shape that it will 
result in a proper, systematic and 
exhaustive enquiry being held, free 
from any ideological and doctrinaire 
approach and based on exi>ert and 
scientific data that should be made 
available to the public when such an 
important decision is taken by the 
Government. There are many other 
clauses and restrictions so far as the 
managing agency system goes but 1 
do not at present intend to go into 
those minor details. What I say is, 
as the hon. Finance Minister has 
said that the onus of justifying the 
continuance of the manatsing agency 
system will itself lie on the manag­
ing agents themselves and if as we 
hope there will be no further 
serious cases of abuses company 
management, it will be put on soimder 
lines. There is no reason to take any 
precipitate action which may dislocate 
the functi9ning of our companies.

The next point is concentration and 
interlocking. My submission has 
always been that we have to establish 
our policies in the context of the 
present need to launch on new projects 
to quicken the pace of industrialisa­
tion of the country. So long as our 
economy does not expand and smaller 
people do not come forward to imple­
ment the industrial programme of the 
country, I see no harm or risk in the 
big business houses being called upon 
to implement the task that lies ahear*. 
The question of doing away with the 
concentration of wealth looks so 
simple to me that any Government at 
any time can take such action as they 
choose when tftiey realise that the 
need for any big concentration does 
no longer exist and when they have 
no further role to play and that there 
is additional talent or resource avail­
able from other sources. It is— ît 
seems to me—an unrealistic approach
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to say that no big business houses 
should be allowed to enter in new 
business fields any ’onger; it is not 
in conformity with the huge task 
that we have to do. Day m and day 
out an attack is made on this con­
centration. We have known the 
history of other countries also. Iri 
view of the underdeveloped conai- 
tions of our country and the need to 
exploit our resources I think tiiis is 
rather overdone and overemphasised. 
This will do more harm to our economy 
than good. As I said the other day, 
Government have got regulatory 
powers. Both the Industry Ministry 
and the Ministry of Finance have to 
give the consent before any company 
or any business house is allowed to 
launch any new project. Sc long as 
the House can trust the Government 
to see that before they sanction any 
application of the big business houses 
they will satisfy themselves that there 
is no other application from the 
smaller party for the same purpose. I 
do not see how there is any danger. 
Otherwise I do not know how 
our country’s economy can be de­
veloped by leaving the job undone 
simply because it will add to the con­
centration. I, therefore, would like to 
draw the serious attention of the Plan­
ning Commission and the Government 
to the very serious implications of the 
policy which some members are advo­
cating. This concentratioQ can be 
dealt with effectively at any time 
when we reach a stage when the 
country will not need the services 
which these big houses at present are 
in a position to offer. The enforced 
idleness of these big business houses 
is not in the best interests of the 
country, I hope, therefore, that on 
cooler consideration our friends will 
realise that so far as doing away with 
concentration is concerned, it does not 
come in the way of development of 
our economic resources.

One word about proportional .repre­
sentation. Government have taken 
powers to rorce any company to pro­
vide for proportional representatioTi.

I for one definitely feel that a lot of 
mischief can be done by this system. 
So far as the companies* interests are 
concerned, I see quite obviously cer­
tain consequences. If there is oppres­
sion or mismanagement, there are very 
vast remedies available in the Bill 
under various clauses which could be 
invoked by the party concerned and, 
therefore, I would appeal to the 
Finance Minister that this use of the 
discretionary power to force certain 
companies to adopt proportional re­
presentation should be exercibed with 
the utmost care and restramt so that 
the election to the directors* posts will 
not be converted into political elec­
tions. We will then be encouraging 
mischief-mongers to arrange proxy 
battles by canvassing from uninform­
ed and imintelligent shareholders to 
get the ten per cent, strength and 
approach the Government. (Interrup­
tions). It is not a question of Shri 
Morarka or somebody else. What I am 
saying is how certain action took place 
in America and how these proxy bat­
tles were fought there and how the 
Senate Banking Enquiry Committee is 
investigating about the technique of 
proxy battles. It would do more harm 
than good; it would come in the way 
of healthy management. In view of the 
fact that various other remcoies are 
available this should be he remedy 
which the Government should enforce 
on any company. I for one am abso­
lutely convinced that this system of 
pr(^ortional representation in 1 he cir­
cumstances will, if enforced, be detri­
mental to the smooth functioning of 
the companies. So long as there is 
homogeneity it is all right but when 
there Is serious difference of opinion 
at the Instance of a group, it will lead 
to constant quarrels and make the 
functioning of that company very diffi­
cult. *

Mr. CHiaimuui: May I just interrupt 
the hon. Member? Third reading Is 
not the proper stage or time for going 
into the detailed provisions of the Bill 
Hon. Member had already takeo 
half an hour.
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Sbtl A. M. Thomas: When are you 
going to call the Finance Minister?

Mr. Chairmaa: At 4

Sliri G. D. Somaai: I shall finish in 
31 few minutes. I am Dialing certain 
views before the Finance Minister 
about certain important provisions 
under which the Govemrrient have 
taken powers.

An Hon, Member; Hoping to con­
vince him?

Shri G. D. Somani: There is no
question of convincing.

I welcome the constitulio i of the 
Advisory Commission. The other day 
the hon. Finance Minister was, with­
out any commitment, giving certain 
views on which his mlnj was working. 
I am glad that he is taking represen- 
tives of the business community and 
labour on that Commission He 
said something about retired business­
men. I could not quite follow the 
logic. If a member’s interests come 
under discussion, then he may abstain 
as is usually done in all bo-'id meet­
ings. An interested director does not 
take part in the proceedings. An 
active businessman who keeps him­
self informed about the day-to-day 
working can make a uetter contribu­
tion as a member of that Commission 
than somebody who has retired and is 
out of touch with the business world. 
I do not see any harm or risk in 
inviting any active businessman to 
participate on the Advisory Commis­
sion so long as those precautions are 
taken. An interested member will 
have himself to abstain from taking 
any part in those meetings or discus­
sions.

Mr. Clialrmaii: l̂ hri Radha Raman:
I hope the hon. Member will not take 
much time.

Shri Radha Raman (Delhi City): I 
will be very brief.

Shri Tulsidas: May I submit that 
we are ahead of schedule? Many hon. 
Members would like to speak in the 
third reading stage and as such the 
hon. Minister may kindly be asked to

reply on Monday morning; that would 
be better.

Mr. Chainnan: I will have to ask the 
Minister of Parliamentary Affairs. H* 
is coming.

Shri K. K. Basa: Let him come quick­
ly.

The Minister of Pariiameniary 
Affairs (Shri Saty* Narayan Staha):
What should I say now?

Mr. Chairman: Members say that
they want some more time for the 
third reading and that the hon. Minis* 
ter may reply on Monday.

Shri Saiya Narayan Sinh&: We are
so hard pressed for time..........

Shri N. C. Chatterjee: We are ahead
of the schedule.

Sliri Satya Narayan Slnha: You
want to extend the time today beyond 
five o'clock?

Several Hon. Members: No.
Mr. Chairman: They say that they 

will speak up to five o’clock and the 
hon. Minister may reply on Monday.

An Hon. Monbcr: He can come
prepared on Monday.

Mr. Chairman: That is the w i^  of
the House; it is not his asking: What 
has the Finance Minister to say?

Shri C. D. Deshmnkh: I da not know 
how much time will be required for 
the other . business. There are some 
rehabilitation rules and various other 
matters to be discussed. I find myself 
in a fix to say anything. If it can be 
fitted in, I have myself no objection.

Shri Satya Narayan Sinha: On
Monday, if the whole thing will be 
finished by one o’clock I have no 
objection.

Shri M. C. Shah: The Chartered
Accountants (Amendment) Bill will 
not take more than half an hour.

Shri Tulsidas: When we were dis­
cussing this question in the Business 
Advisory Committee we all expected
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that this Bin would be over on Mon­
day evening and according to that, 
timings were fixed. Actually we are
5 hours ahead.

Shri Satya Naryan Sinlia: I hope 
the whole business will be finished by 
2-30 P.M. on Monday—I mean the 
Companies Bill as well as the Charter­
ed Accountants (Amendment) Bill.

Shri K. K. Basu: No guarantee can be 
given. The suggestion is that today, 
so far as the speakers on the third 
reading are concerned, they will con­
clude and the Finance Minister can 
reply on Monday. If the Finance 
Minister takes two hours on Monday, 
naturally the other Bill will not be 
finished. We cannot, therefore, bind 
ourselves to anything.

Shri Satya Naryan Sinha: I think 
he will take one hour or at the most 
one and a half hours. The other Bill 
will go for one hour and thus the 
whole business will be over by 2.30 
P.M. If the House agrees to this pro­
posal I have no Objection. There must 
be give-and-take on both sides.

Mr. Chairman: So, let us stick to 
this. So far as the third reading 
speeches by Members on this BiU is 
concerned they will finish today by 
5-0 p. M . if that is the wish of the 
House. If the House wants to sit for 
more time............

Several Hon. Members: Np, no.
Mr. Chairman: Then the House will 

adjourn at five o'clock and the hon. 
Minister will reply on Monday.

Shri A. M. Thomas: You may kindly 
fix some time-limit for the speeches.

Mr. Chairman: I think 5 minutes or 
in any case not more than 10 minutes 
will be sufficient.

Shri Tul^das: In a Bill Uke this it 
will not be possible to finish in 10 
minutes.

Mr. Chairman: So far as I am con­
cerned, I have practically given lime 
to every group and group leaders.

Every Member cannot, possibly, be 
accommodated. As far as the group 
leaders are concerned, they have 
spoken till they wanted to speak. I 
have not stopped them. If, after all 
that, some Members want to speak, 
let them make only one or two points 
which they have in their minds and,
for that, I think 10 minutes is quite
sufficient.
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^
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%“ F̂T ^  ĤiH ^  in^ ^ iftr ^

^R‘3' W «H d v fffv  'dH^
^nVT <Rftter 11 ’TK*̂  ^*ff
% ^  ^  ?T ^  ^̂ r6Hî 4T
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ftzrr
f ,  f^cTfk^ ^TPl’ T

% rR R  ^jfe-
HI^mi ^  ^  ŜTTCT f̂tr; Rl+Nd »T ?TT̂  
*n^’ I ^*TKT t  ^  ?ftT

^  szTTTRt, ^  ^

SJINTT ^  S R f ^  t  ^  «rp  ̂
«i<im ^  *̂11̂  ^  % T̂RT vfrtt ^  

^  5Tt9 ^ITRT

8 t^  4^d< SIW, ÎTT̂  ^
'3F ^  ^  ?TT 'TO' I

^  ^  ^  ^  3ft
^  Hhi <nk ^iR +  ^di ^

^  2Tff ^  % 1 ^
wm ^  ^  5j?^Frr ^  gm r# 
% I 

^  ^ftr^ ^
^  ^  ^ai f% ^

vfffir ^  ^  irft’ f̂ T̂
t  I ^  3 ?R  ^  ^

f ^ s R r R ^ ? ? ^ * R  ? r r f ^  

^  f  f̂tr: ^  ^  fe r
SRTR ^  g^RiPTT =srrf^, 3T̂  ^

5?^wr % ^  I  ?fk  ^  ^  % fOT 
% T̂H" t  I ?TM ^  

•̂11̂  tr^ T̂O" ^nrf f̂^n r̂NY
^  ^  IR  ^  «md ^  »T ITPT, RX^ 
ITT^f^ntTT  ̂ % ^  ^  ^

5 ^  I  OT ^  ^  ^
t  ^srrf  ̂ I

«ft #  Jiift*
%o apT 'd'̂ K̂ Î R<hi f%

^  ^
«rr ^n3t̂  ^  ^
VT ^TR, OT ^ Si+K ^  ^ *
^  t  ^  ^  ^  p  w  ^  ^  ^

fRHT ^  ^  I ^  ^

^  % ^rnr ̂  ^»rt5t ^flirr ft^TT

11
% HFT T^^^|cT*<«*iK 

f^mr «TT, t  ^  ^  w uvfi %
f f w  ^  ^  ^  I ^  ^  ̂ [§5T ft» ?TFT

t  r̂r ^ I 'd*^4
f% *T]̂ , ^  ^  ^ tf

?T  ̂ tr ^  ^  ^  ^  ^TTW

^  ^  t ,  ^  ^  ^  

»̂7*TT ^ r t^  ^ftr ^  'fvpf ^ 
f  I *f>^iqd ^  ?rnr

>df^d f  ^  Pin'll I

’sfo ?fto ?nrf (f^vTT^to?—  

^ f^ rr) : ^  Pmni I

«ft FiTFR^riHT : 3TT ^  fW TT

vif^a t  I ^  5^  iTRfrpff ^  ’MKd

'Tf «rr^ I  t  ^  f  f% ^
^  ’MIH *T»ti WTn ^  'dH ^
^  t  ^  ^  qr «ftt ^  ^  
t  I <?*Rh»i ^rf^ ^af^ ^  ^  ^>T^ ?TR 

^  ^  itsft 3ft ^  %«?T

t ,  ?i1t  ?rnr ^  ?r f̂ ?ft ?rnT 

«ii’?ri ^  «tin ̂ t»TT'’̂ r f ^  ? ^

eft t
^  f ^  3TT̂ , % ?TFT 51i^

^rr^ |, ^  w  ?ftT {%
^  ^  ^  f i (W  I

^  ^rt*rt % ^TR^ 3ft f^?T ÎFTT ^

^  ^  w  3tt̂

^  3ft «?Y ̂  f x  ^INt ITT

^  3ftf?T ^nr^ I  ^  stI^ '^r

^  ^  ^t’ TT ?TT flTT^ ^  ^  y ^ fd  

^t»ft JTT ^  ^  3ft iircWl ^

t  ^  f%?r r̂ ? n w  JTT « r T ^
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^  f n ^  % TRT ?lfrr <15^ TRT

t  ^  ^  ^  ^

WT SITTT ^  ^
^  ^  # ift

% m  »TT  ̂ ^ T|, T̂RflV ^  
fW ^  ^
^  VfiRH I  ^  f ?  <i*U
W K ^  %ftK ^  W  I  ft» ^

^ ^  I ira" 5 ^  ?f̂ (Tt ^  +^»il
I  ^  ^  ^  ^  ^  ^

ftPTT ^  5flr ^  T^ in ij^  ^%3n:
^  ^  m \  ^  ^  A

ĤT?RTT i  I
^  ?fk  R̂ĵ rn: ^  tht |

^  ^  ^ r̂?7T
^  I  I

^Tlf g ’rf#  TRT ^  ^  T ^
^  < T R ^  f  I ^ ^ r ¥ t  ^ K d  I  

^  m  »Tt3T ?ITt, ^
^irt, r f ^  q ^  d V ^  ?nt rR^

« r t r ? n w ^ ^ ^
^ 1?TT pi ^  » T ^  ^ < l d l  ^  I

% f̂tHT ^ ^  T̂FR’ ^
^t^ff ^ ^  ^  ^  % i\x^  I

^  ^ + d l  ^  I H f V * i

i d ^  ^  ^  ?rflr ^  «TFT %
*TRr 5T  ̂ T ^  ^  ^  <?MM ^

spn̂ ’ 'q<r|»ii «i(?'̂ >H f\ in’$’TT I 
?iT  ̂^  im r 3nRT ^  ^  ĥ̂ rnft 

^  ^  ^niif f% ^  'TRT ^  
T ^  -irf ,̂  ^  ^  ^

^irf^ ^  R̂iHTT "ift 3̂^  ^  T?: 
^  I
Kr. ChairmMi: No personal racnarkt 

■te>Uld be puMOtf.

Skri Jlmiiihiiiiwala: I am not pass-
tafi personal remarKs.

^ ^  ^  T^ ^  ^  ??¥
^  ^  fsTPT ^

^rf|t ^  ^
'd w H s  I ^

>nf t  ^  ^  I  m ^  #^1wir
f' ^  ^  5fit ^  ^  ^

^ -mf̂ q I r̂fr ^  n̂r

^  ^  ^  ■y+d̂   ̂ I ^
^hR|h  ̂ I  ^  w(^ ^ ^

^  ^  t  ^
•M ^  # t̂ T̂T cR ^  ^
>ft’  ̂ I n̂R w  ^

^  Wrf F̂t SZTR # T  ̂^  
5 n w  ^  ^  ^  r̂pRT 1% 

^  ĴTRt ^3^ ^  r̂r̂  t 1

'TT̂  ^  t  t̂tK I pF ^ -
1 ^  ^  qRT ?T§r ^  ^ftr
4 % f^  ^  sff Ritxi*i f  ^
srrTTr ^rrf^ i ’rrŝ it̂ r ^  w  

?Tfr *TT ^
f ? R ^  ^  ^  ^ T R T  - q i f ^ M  I

^  ^  ^  ^^nl ■<4l̂ nl g l̂ TT f̂t IRT^ 
^  ^  5̂T|fW ^  ^  JfR ^ ^
I  ^  «ftr T̂sp arĝ  3Tft 
^  % i H  ^  w  ^  ^  ̂  t  ^

ĝ̂EPF̂ ^  f̂ rm *rTT 5 1 ^
?ft <rr ^  ^  ^

^  ’TT t s  'JncTT ^
^

^  ^  IRTST f+̂ Ii*fi
1̂ ^  ^  'R
srfsvR *rr iftr f̂ PT̂  ft* % if
ITPPT % ^  ^  t  I



^  irfe T̂TT ^  ^
W r rifHlI %  ^  t  *

^ ^  TTV *4̂  ^
fT?: ŝfR; ^  ^  ^  ^
ferr 5fT̂  A *̂1+1 iRTvTPTT T̂̂ cTT j  

^Hlft R̂̂ f>TX ^  Hif̂ T̂l ^
^  ^  ^  I ^ * 1 1  <1 ^ R V R

^  ^  ^  ^  ^ 1 % ^  ?TT%=arT
?iW  % ^  ?Trr ^

^Tpft ?TR^ ^  «R^ ^  ^
irf  ̂ ^  f̂ FTT ^  ^

?TRTT t  ^  ^  '*lN*n I

^ ®M 'fi^r11 ^ I

^  ^ ^  ffn^ ^  ^
% ^  ^  ^  ^  t  ^
3̂7̂  ^  wp[̂  ^ ^  f r̂ar
^flr R̂" ’TO ^  t  I

^  «n?r T̂FT «T»̂ di g ^

3̂̂  ^  I ?R  t  ^  ^
5T7# OTT ^  Ŵ yfTK % 3 ^  ^

t||  I t  ^  ^

f f r f ^  5î  ^  ?rk
^  ^ iT ^ W t ^

^ ) T ^  I ^  ^  • « f l ' y l  ^  %  n ? i ^  ^ r ^ “

in ^  ^  t  ^  ^  ^
t  ^  ^n^nr % ?tpt s h ifts

p(ti!t ^ iT ^  ^  ^  ^
^  % 3>T̂  ^  ^  Îd

% 5I|  ̂ ^  ^  t
«fk  ^  t  ^ W  ^
% I

5T[̂  §  ^  TO
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justic# dclayea is Justice deniea.
^  ^  ^  w r  % r̂rtr# ?nt
f^RR ^RVR ^  ^  ̂

5TlirpTTrft^3frtft^?TrT%m ^?n^
I  t  ^ 3 T r ^ |  ^ ? T iR R  ^  |f%  

t  ^  ^ ^  ^  ^ I ??r
4  =̂ TT1̂  g f¥ ^  >ft ^  ^  f f  

 ̂ ^  îrrq I

XĴ
^nfar ^ ^  f w  | ^

t  ^ ^ f 5 R - 1 1

^  ^  I  % ?T  ̂ ^ ?Fnc
r^Mfdii'd % m sfiR f % ^  ^  ^  #
^  <rn¥t ^h*t>i *T  ̂% 5FT  ̂ I

m  RTtR^ m w rn  
^mr #  % n ^
^  wm ^  T̂Rt f̂ l̂T T̂RT ^ rf^  I

^  ^ t  iT^ ?fk  ^
# 0  ^ o  ^  7̂t ^  I
«fk  ^  iTRiftW 5ft ^
^ ^  ^  ^7  ̂ 5pl|t I  T̂W4-

5 ^  ^ I ^  ^
t  ^  ^ 5 f t ^  x T T ^  I

«<H ^  ^  *f>̂ i tr^ «<ld
^  f̂Nm* I  ?iŶ  ^  qr r̂ r̂

t  I w  ^  ^  ^  t  fti>
»TTW ^^mIR ici ^ f t  I

Shri Midchand Dobe (Farrukhabad 
Distt.—^North); Madam, I join my 
other hon. friends in paying my tri­
bute to the hon. Minister for the 
ability and skill with which he has 
piloted the Bill. By spiringling 
humour in the numerous speeches 
that he has made on the Bill, the 
Finance Minister has kept the House 
in good humour, in spite of the fact 
that he took great pleasure in reject.
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[Shri Mulchand Dube]
ing the numerous amendments that 
were moved.

The misdeeds of some of the manag­
ing agents have roused public senti­
ments to an extent tliat many of us, 
who should have known better, have 
lost our balance and begun to demand 
the abolition of the system rather 
than the punishment of the offenders. 
It has to be borne in mind that fraud 
and chicanery can be practised only 
by what is known in law as suppressio 
veri or suggestio falsi which mean 
suppressing the truth or suggesting 
faleshood. The question is whether 
this Bill has made any provision for 
the reduction if not the elimination, 
of all the frauds that could be com­
mitted by the managmg agents. My 
suDmlssion is that the Bill provides for 
fullest mformation being given at every 
st^ge at the inception of the company 
and also periodically. If full informa­
tion can be given to the shareholders 
and to the public and to those Interest­
ed in the official management of a 
company, I submit that the chances 
of fraud and chicanery cire bound to 
be reduced to a minimum. It is for 
t&at reason that the Bill has grown to 
such length, and my submission is that 
that is its merit. If you do not go 
Into details and leave the matter in a 
fluid or flexible state, the chances of 
fraud and chicanery are made greater 
and greater. Therefore my submission 
is that the length of the BiU, on the 
ground of which it is being criticised, 
Is in fact its merit.

4 p. m.
My second point is that in regard to 

toe abolition of the managing agency 
system I think the system could not 
be abolished at all. We have to have 
some people who have specialised in 
management and organisation and who 
may be called upon to shoulder the 
responsibility of running a big com­
pany or undertaking. Such people will 
alwa3^ be In demand and you.cannot 
really get rid of them in spite of any 
law to the contrary. It might be that 
the Constitution itself will come in 
your way and you will be prevented

from abolishing the system. It may be 
the fault of one man or some men. 
But sufficient provision has been made 
for eliminating or reducing this fraud 
and chicanery which certain manag­
ing agents were guilty of.

In demanding the abolition of the 
system, as I said, people seem to have 
lost their balance. My submission is 
that we are nearing the end of the 
first Five Year Plan and are on the 
threshold of a new one. The second 
one in fart envisages double the pro­
duction of what was in the first Five 
Year Plan., And if the present system 
under whic ti ’ we have achieved the 
targets is, lor some ;*eason or another, 
scrapped it will be like changing 
horses in mid-stream, which is in 
fact a very dangerous procedure or 
method. T)*erefore the present system 
has to continue, and to change the sys­
tem without <n any way having another 
S3̂ tem to replace it would be a trage­
dy.

My submission therefore is that the 
Bill as it has been passed by the House 
is as perfect »s human ingenuity could 
make it. It may be that it is still 
possible that certain evils may creep 
in. Still, whatever was possible has 
been done, and I think the powers of 
the Government are wide enough to 
check any misdeeds or any mismanage­
ment.

The principal Interest in a company 
is that of the shareholders. But ex­
perience has shown that the share­
holders are not capable of looking 
after their own interests, and it has 
therefore fallen to the Government to 
look after their interests and to pro­
tect the shareholders and the public 
from the nefarious practices of the 
managmg agents and organisers. This 
is all I have to say.

Shri Raghavacharl (Penukonda)': 
I have not participated in the discus­
sions on the clause (An Hon. Member: 
Better late than never) thought I had 
an opportunity at the stage of the con­
sideration to speak. I have sat here, 
wearily I will say, listening to the oft- 
repeated arguments on the same sub-



C om pam «B ill 1 0  SBPTEMBER 1955 C <m pa»i« B ill 1324*
13239

jects again in and again trotted 
whenever any set of clauses dealing 
with them came in for consideration, 
and ultimately taking not once but 
more than (M ice, a rebuff from tte 
Finance Minister; what is the use of 
your appealing to me or asking me to 
reconsider? I have simply to repeat 
the same ‘no* again. So, that is the 
way in which the thing has been pro­
cessing. (An Hon. Member: You
have not foUowed). I have foUowed 
everything.

There are only three or four points 
on or round which all the arguments 
revolve, and the most important of 
them was whether the managing 
Agency system should be ended or 
mended. All kinds of arguments wer^ 
advanced. And the Finance Mmister’s 
point of view was: I will take away 
their teeth and make them toothless. 
And Shri Gadgil was afraid that the 
.gums might become so strong that they 
might possibly grind much better than 
without the teeth. And I personally 
leel that he has been speaking with 
experience. My fear also is that in 
^pite of all the undeserved—as I feel— 
criticism and abuses against the capi­
talists or the financiers in the country, 
the position is like this. Because some 
4>f them happen to be connected with 
managing agency and you are dissatis­
fied with the working of the managing 
agency and see the defects in that 
system, therefore you abuse not direct­
ly the managing agency system but 
against the financiers and capitalists 
as a whole who managed them.

By my experience I can definitely 
assert that the capitalists are very 
clever people, and they have stated so 

'  on the floor of this House: “We con­
tinue iff'this country; our experience 
continues in this country; our capacity 
continues in this country. You make 
any law; we, even under that law, 
find room for our own capacity” . As 
Valmiki has s-iid:

we will see that their blandishment or 
covers of captivating everbcdy will

show ou t slowly. They wiU ce rta in ly  

Show  5R : 5i4 : T h e
Minister himself was saying: wits are 
working already. They have wits; 
they engage wits too. In spite of all 
the precautions taken they will again 
restore themselves into their old posi­
tion of economic concentration and 
power.

You do not want such concentration, 
and saying that you have been taking 
all the power to yourself. Of course, 
how you exercise it is another matter, 
again. You say: we are exercis­
ing it on behalf of the coun­
try. We shall see. After all we have 
seen how powers were exercised m 
the past. We know how powers are 
expected to be exercised in the future.

. You are there ana we are here. We 
will have opportunities of attacking 
you as to how the powers have been 
exercised.

The main defect that was in the 
managing agency was the power of 
controlling the board by keeping more 
of their own members on the board. 
As I said last tftne, there this ‘magic 
of mathematics’ by which they always 
managed to have a majority and 
worked on. I am happy that we have 
tried to prevent that one power which 
they used, and we have taken precau­
tions.

Now, Shri Somani was> anxious to 
refer to the ignorant and illiterate 
shareholders and he said that ten per 
cent of them would somehow be per­
suaded by those who want to exploit 
in the name of oppressed people and 
they will ask Government for relief. 
It is to protect those very ignorant 
and illiterate shareholders that all the 
provisions in this whole bill has been 
framed. So both sides depend upon 
the gullibility of that percentage of 
people who are ignorant and illiterate. 
My friend Shri Asoka Mehta said that 
there must be some education of the 
shareholding public. Perhans Govern­
ment will not undertake that: It must 
be part of a general uplift of the coun- 
tr.̂ .

Therefore there is no use (?rylng or 
abusing the capitalists. powers
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[Shri Raghavachari]
they used wrongly, we have taken 
away. Uet us hope that this new 
riegiine will certainly yield some 
results.

Hon. Members have been paying 
volumes of tribute. Almost every- 
gentleman who gets up wants to con­
gratulate and pay tributes to the 
Finance Minister. I am not taking 
away from the force of any of these 
congratulations. Sitting here, I have 
always found him to be level-headed 
calm. He does not get upset; he quietly 
says ‘No’ without offending the oppon­
ent. More than that, I wish to tell you 
that he is not in need of congratula­
tions. So many have come and he has 
no place to keep them. I would like to 
congratulate those assistants of his; 
though they were not Deputy Ministers, 
they appomted themselves for the 
moment at any rate to assist him. 
•niey spoke as if they were the Gov­
ernment. One Member even had to ask 
from this side; are you a part of the 
Government?

Shri A. M. Thomas: Part of the Gov­
ernment? Yes.

Shri tUghavachari: You are a part 
of the governing party: not part of the 
Government. I congratulate Shri Shah, 
the hon. Member, nOt the Deputy 
Minister. They have received suffi­
cient congratulations already. I also 
remember, during the discussion of 
The Estate Duty Bill, Shri Gadgil 
appointed himself as oiie such and in 
the case of the Food Adulteration Bill, 
Shri S. V. Ramaswamy practically did 
so. It is all very good thfit a Member 
is so very enthusiastic and helps the 
Government or the opposition. But, 
their enthusiasm must not make them 
appear in a role which is not there and 
thus look a bit intrusive and offensive 
in the eyes of the rest. For their en­
thusiasm I pay my tribute.

Pandit Thaknr Dag Bhargaya (Gur- 
gaon): These persons are not to be
condemned. You may emulate the.

RaghaTacbari: There is another 
observation that I wish to make.

They say that they have abolish­
ed concentration of economic power 
by imposing some restrictions oa 
managing agencies. But, there is the 
managing director, there are the secre­
taries and treasurers. As I said at 
the consideration stage, these are the 
new clothes worn by the old people. 
They will do the same things and we 
wlU have the same drama. The whole 
thing comes in another way. Though 
you have pulled out their teeth, I only 
wish that their gums won’t develop.

In the course of the discussions, it 
looked as if the Finance Minister was 
a bit upset also when man after man 
went on criticising that the power of 
contribution by these companies or 
managers may be misused in favour of 
the rules and therefore it should not 
be given to them. He always repelled 
the suggestion. Dignifiedly. I would: 
•imply brush it aside. Unfortunately, 
when an amendment came that it 
should not be a contribution to a poli­
tical party, on account of some techni­
cal objection, it was ruled out. But, 
what I feel and what I wish to submit 
is this. The capitalists are gentlemen 
who know how to ezim money rfcsha- 
nasah kanasaschdiva artham sadhayet. 
In the materialistic world, they know­
how to earn money and value it too. 
They won’t leave it. Every moment 
it will be accumulating. You have 
plugged the holes. It is accumulating 
Into something. The cup must over­
flow. There it overflows from 3 per 
cent, to 5 per cent, from Rs. 10,000 to 
Rs. 25,000. They can certainly usefully 
make their contribution. Where it 
goes, I do not wish openly to say. But, 
we will wait and see where it actually 
does go. It is a thing which cannot 
be prevented from being observed by 
the public. Eveybody can see where it 
flows. Into what depens these contri­
butions will go we shall wait and see.

Then, there are the discriminatory 
powers between other companies and 
compantes managed by the Govern­
ment. There was a lot of discussion. 
Any sort of discrimination is really bad.
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I am hapi^y that some amendments of 
Whdit Thakur Das Margava and 
others have been accepted. Possibly 
ihe Advisory CoUncil or the Authority 
may now exercise some influence and 
see that these powers are not used in 
a harmful way. I welcome this Bill. 
I hope that all the powers that are 
nested in the Government will be used, 
not in a way which may be characteris­
ed as abuse, but certainly m the real 
interests of the country.

Pandit K. C. Shami&: This is a great 
piece of legislation, ma«ive m volume 
■fhd significant in import. Many neces­
sary and salutary changes have been 
made. PYom 1913 to 1955 there is a 
Span of 42 years. During these 42 
years, many great upheavals, many 
great changes have taken place. Two 
great wars intervened and changed 
many a notion of rights and duties, 
many a conception of rights and 
wrongs and many values in life and 
action.

Pandit K. C. Shaitna: You are a
Worker; you do not have a mind for 
beauty and aesthetics; you are a dull 
man.

Business and industry have changed 
their outlook. We are having many 
changes in outlook. There have been 
many piecemeal changes in the law in 
1936 and 1951. It is a very great com­
pliment to the Finance Minister that 
his lucky hand has completed the great 
structure that is to guide and control 
the future of business and industry of 
this country. I wish there were some 
more changes. I believed and I still 
believe in proportional representation 
by means of the single transferrable 
vote. I was against and I am even 
now against inheritance in the matter 
of managing agencies. Some changes 
have been accepted. But, I do not 
think any law or any principle accepta­
ble to good conscience would permit 
Inheritance in business management. 
Though there are many controlling 
provisions, still, the very fact that by 
mere accident of birth a man should 
claim merit to control and to run big

busin̂ ŝs is what passes erne’s compre­
hension. I can understand some pro­
vision for compensation. I can under, 
stand certain ^ d in g  principles with, 
regard to paying back what has beea 
invested and what has been done. But, 
I cannot understand that by accident 
of mere birth a man is entitled to 
claim talent or the capacity to manage 
big business. There were other 
amendments and some of them have 
been accepted. Bat, taking the law as 
a whole, I have no doubt that It is a 
landmark in the legislative history of 
this country and it stands to the credit 
of the Finance Minister that he has 
completed the structure. It Is his 
lucky hand that has given guidance tô  
the future control and running of in­
dustry in this country.

^ r i  A. M, l^omas: Not a lucky  ̂
hand; but a competent hand.

Pandit K. C, Sharma: If my hon. 
friend knows anything about evolu­
tion, as a thing goes on, some 
things are added, something ir  
draWn back and finally it is 
always the lucky hand that com­
pletes the picture. No one man has: 
ever claimed that he has done a thing 
from the beginning himself alone. This 
Ls impossible. The evolution goes on. 
Something was done in 1936. Some' 
more clauses were added in 1951, and 
the picture as it evolved from 1913* 
has been completed by the present 
Finance Minister. It is more a lucky 
hand rather than what you may call 
exceptional brilliance. I do not 
believe in exceptional brilliance. I 
believe in ordinary intelligent, well- 
meaning and hard-working man, and 
that is the Finance Minister, more 
none should claim.

I am particularly happy that this 
Bill is about to be passed because 
when the Bill was first ushered ht 
and the Joint Committee was appoint­
ed, I heard in the market place. In 
coffee houses, at many places, that 
this law will never come into exis­
tence. It w$s said many things would 
happen that will throw it somewhere 
from where it would not see ther 
light of day.



4 3 ^ 5 Companies B ill 10 SEPTEMBER 1955 Companies B ill 13*46

Fanmt Hiakiir Das Bharcaya:
storage. ^

Cold

Pandit K. C. Slianna: Cold storage 
jrou may call it. By getting this Bill 
passed, the Finance Minister vindicat- 
-ed himseU and vindicated the Gov- 
fimment and the Parliament. We are 
proud that a great piece of legislation 
has been completed and a magnificent 
work has been achieved.

One thing is ‘ talked about again, 
'And again that the modem busi­
nessman knows his business too 
well and will find out ways to 
rachieve the end in view, and 
that end is not said to be very desir- 

.able, namely the amassing of profits. 
My humble submission is that the for- 
tmula of the jail bird that the stronger 
the lock the easier to break does not 
always hold good. The healthy 
environment and the social dyna- 
jnism as well as the promise 
^ f the future, I hope, will 
;guide the modem businessmen no less 
than any other section of the com­
munity to work for the socidl good in 
the same spirit of a mission as we 
expect from those who are in charge 
of the administration and those who 
guide in other ways the destiny of the 
people. Therefore, I have no doubt 
that the future set-up of our industry 
will be what is expected of it and that 
our industrialists would be no less 
anxious to build up a great future than 
any other section of the community.

Shri Tulsidas: I have been listening 
to a number of speeches today which 
is the last quota of this Bill. At the 

.outset I must join other Members here 
in their expessions for the pilotmg of 
Ihis Bill by the hon. Finance Minis- 

■ ter.
Before we finally vote this Bill It 

will not be out of place here to indulge 
for a while in retrospect. The point is, 
company law is not a very simple law, 
has never been a simple law. It is of 
a complicated nature and it takes quite 
a bit of time to prepare this law so 
that abuses may be checked and healthy 
growth and smooth functioning of the 
corporate sector may be encouraged.

If we judge from that point of view 
I do not know whether we have suc- 
ceeded^

We have a pecxiliar system in this 
country. Perhaps it is a peculiarity of 
this country and a few of the South­
east Asian countries. The system had 
its own merits, but listening to the 
entire discussion I have come to the 
conclusion that this system cannot 
remain long. In spite of its merits, it 
has to cease within a very short time. 
I cannot help feeling that there is do 
much bias and antagonism against the 
system that no matter what its merit, 
it cannot continue for a long time, and 
the law that we are enacting is going 
to see that it will end in a very short 
time. The hon. Finance Minister has 
been saying that this managing agency 
system is on probation. In my opi 
nion, it is not on probation, it is being 
killed, and in the opinion of this House 
in a .democracy we have to stoop dov/n 
to the majority opinion. Therefore, if 
the system is to vanish, let us face 
It

On the other hand, what have we 
done in this law? Have we tried to 
create something, or evolve something 
which is going to replace this system? 
After all, in the corporate sector the 
companies have to function, and with­
out the companies functioning, no 
matter what progress we want to make 
in this country, it is not possible to 
achieve that. Unless and until we
evolve some system which is going to 
function and which is going to deliver 
the goods, it is not possible. Whether 
it is one\system or another, which­
ever is liked, should be encouraged. 
I do not find that in this Bill, because 
if you see this Bill, most of the restric­
tions and inhibitions which have been 
brought against the managing agency 
system because of bias, have not been 
relaxed in any way with regard to the 
other system.

Let us take the secretaries and 
treasurers. We are tr3̂ ng to evolve 
it, but all these restrictions are appli­
cable to them. How is that going to 
be evolved. I for one do not think 
that it is possible to do so.
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Of course, I do not wish to go into 
the discussion raised by Shri Mukerjee, 
because I do not understand his langu­
age, and I think most of the people do 
tiot understand the language which he 
uses. He comes from a school of 
thought which does not understand 
our language. That school thinks in 
terms of a totalitarian country and 
they do not believe in majority rule. 
They believe in a totalitarian State, 
and therefore any law which has got 
A system of democratic functioning is 
not liked by them. We have accepted 
democratic principles in this co\mtry. 
It is no use, after having accepted it, 
saying something against that.

Shri S. S. More: Then reply to
Shri Asoka Mehta. He is a demo­
crat.

Shri Tulsidas: I did not hear him. 
I am sorry I was not here. Otherwise, 
1 would have certainly replied.

Several speakers have said and I 
have been telling from the very begin­
ning that we want in this co\mtry 
more and more companies to func­
tion. more and more new-comers 
to come in through the entre­
preneur class. We want to de­
velop and make progress in this 
country. We can only make that 
progress more swift and at the pace 
at which we want, provided we have 
mare and more people coming into 
the field. Do we expect under this Bill 
that many more people will be able 
to come into the sphere? If you want 
to have more labour class, that is a 
different question, btecause we have 
got the hon. Labour Minister here who 
of course looks after the labour point 
of view most of the time. However, in 
this particular aspect we want to 
w'ork hard. We want the people to 
work hard and produce something in 
this country. After all, we can only 
distribute after we have something in 

' production, some more wealth in the 
country. But what are we going to pro­
duce through this Bill? My fear is 
that this Bill is not going to create 
that atmosphere in the country which 
will encourage more and more people 
to come into this field to carry on busi­
ness activities.

Now, let us see what we are going 
to achieve by this Bill. The small 
man will practically have no chance 
at all. As for the people who are 
already in the field and who are using 
their aiergies in production, they will 
have to use their energies hereafter in 
trying to see how far they can steer 
clear of this law.

We have been sajing aU along that 
a good administration is the keynote 
of any legislation. But what has been 
our experience so far? Has the 
administration shown any indication 
so far that it has kept a vigilant watch 
over the enforcement of any law that 
we are making? I feel judging from 
our past experience that the adminis­
tration has not shown that vigilance 
at aU so far. I feel that if the 
administration had exercised that vigi­
lance, these abuses that we are seeing 
today would not have come pass, 
for even under the present Act with 
the powers given to Government they 
could have put a stop to all these 
abuses.

Let me give you one instance now 
of how the present company law 
administration has been functioning 
since 1951. The other day the Finance 
Minister said that the decision has 
since been taken on the bonus issues. 
But it took nearly a year to announce 
their decision on the bonus issue. 
But what is that decision? We do not 
know, and nobody knows, whether the 
bonus issue is going to be taxed or 
not. Even after taking nearly a 
year for deciding that question
still the question whether it will 
be taxed or not has not been 
decided; only sanction has been given 
for the bonus issue. In the absence 
of any decision on this point, how 
can any company decide to issue 
bonus? How can any company issue 
bonus without knowing exactly what 
the mind of the Finance Minister is? 
We have appointed an expert body in 
the Taxation Enquiry Commission and 
they have given their opinion on this 
matter. And yet we do not know 
where we stand in regard to bonus 
issues.
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Slhri C. D. Deshmukli: 1 shaU be 
dismissed if I give out my mind about 
taxation prematurely.

iShri Tulsidas: if you have not
decided the questioh of taxation, then 
what is the use of giving your sanc­
tion for the issue of bonus? My hon. 
friend the Finance Minister says that 
if he gives out his mind with reftard 
to taxation, he wbiild naturally be 

-dismissed. I fully agree with him.

Shri S. S. More; You agree to his 
dismissal?

Shri C. D. Deshmukh: If I t/lve out 
my mind prematurely.

Shri Talsidas: My hon. friend the 
Finance Minister had the opportunity 
of deciding this issue when he present­
ed the last budget. After all, the 
Report of the Taxation Enquiry Com­
mission was in his hands by then, and 
he could have made up his mind 
whether to tax bonus issue or not. 
Even though the applications for grant 
of bonus issues have been pending 
with the Ministry for about a year, yet 
the question of taxation has not been 
decided yet. My fear is that the 
administration will continue to be what 
it is. It will take a long time to come 
to decisions on various matters for 
which under this Bill the approval of 
Government will be sought. And the 
delays of the present wili continue in 
the future also.

As I have said earlier, even good 
laws will work badly if the administra­
tion is slack. We can by no means 
say that the law as provided in the 
present Bill is at all good. The dam­
age to the working of the corporate 
sector on account of a bad law being 
badly administered can very well be 
imagined.

My hon. friend Shri S. S. More said 
in the course of his speech that the 
small man will find it difficult. I fully 
agree with him. Under this Bill the 
small man will find it difficult to etiter 
into the field of business.

j, Before 1 conclude, I would like te 
tell Government frankly that it is m j 
conviction that this BiU wili not 
succeed in its objective. Instead of 
improving the morale of company 
administration, it will only worsen it. 
It will also retard the development,, 
and slow down the working, of com- 
pames.

Shri A. M. Thomas: We thought that 
you are an optimist.

Shri Talsidas: I am an optimist. I am 
not a r>essimist at any time. Yet 1 
must say frankly what my fears and 
what my apprehensions are, for which 
Government will be solely responsi­
ble. For, they have acquired blanket 
authority on the assumption their 
omniscience and omnipotence in the 
matter of company affairs. 6ut 1 must 
say that they are entitled to be excused 
foi what looks like divinity in this 
matter, as they have gone beyond the 
advice of experts and have taken a 
plunge in the ddrk being fuUy innocent 
of the grave implications of the pro­
visions they are about to enact now.

Mr. Chairman: The hon Member’s 
. time is up.

^  Shari Tulsidas: 1 shall say oniy one 
point and I shall conclude. I had 
moved so many amendments, but not 
one of them has been accented in spite 
of the constructive suggestions I had 
made. The only alternative for me 
therefore is that I opi>ose the Bill as 

%/a whole.

Shri Barman: Today we are at the 
'  end of our labours so far this huge 

and stupendous Bill is concemecV The 
different quarters of the House have 
congratulated the hon. Finance Minis­
ter and his colleagues. I need not 
repeat what they have stated, but I 
say that the Finance Mipiistw may 
well congratulate himself on the fact 
that he has got the confidetice of the 
whole Congress Party of this country,  ̂
which represents India today. But at 
the same time I feel in my mind some 
concern for him. At a time when we 
are against managing agency, when
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tke Congress Partjr as a whol« is 
against managing agency so far as In- 
4ui?try and commerce are concerned, 
fre And that from now on the Finance 
Minister is being given the managing 
agency in respect of a very difficult 
t ^ .  Yet, that is also a matter for 
congratulations for the hon. Finance 
Hinister,

What is the position today? On the 
one hand, we are contemplating in­
dustrialisation of our country Ibrough 
the Five Year Plans. We are now on 
the eve of the Second Five Year Plan, 
wherein the private sector also has got 
a role to play to the extent of about 
Rs. 750 crores. On the other hand, 
there is the psychological feeling pre­
vailing in the country that our State 
being a welfare State, there shoultl be 
uo concentration of wealth, but there 
should be more and more of socialisa­
tion injected into every sphere of our 
economic life.

Judging from the past, these two 
ideas seem to be contradictory. It is a 
very huge and onerous task for any­
body with any capacity whatsoever to 
perform with credit. But we hipt that 
by the end of the Second Fi\̂ e Year 
Plan period, the hon. Finance Minis­
ter and the new department +hat he 
will create for the purpose of this huge 
task will come off with flying colours 
and serve both the needs side by side.

Since my time is short. I would not 
like to dilate on other matters. But 
there is only one point on which I 
would like to express what is passing 
in my mind. I personally believe that 
we have done ever3rthing possible under 
this Bill for the proper functioning of 
the industrial and commercial sector of 
our country, and we have ^iven to 
Government and also to the depart­
ment the powers that they require. 
But yet there is one point on which 1 
^ 1  doubt whether our desires and 
our aspirations will be properly ful- 
flUed or not. That is this. In spite 
of the Government taking these huge 
powers in their hands, in one thin? we 
have defaulted and that is in i.-̂ t giv­
ing due share to the shareholders In 
the running of companies. Propor­
tional reprefleptation. we thought, was

one of the remedies. The other thing 
was that with the increase in the num­
ber of shares, voting rights w juM be 
diminished. These two reniediei
would have given shareholders real 
Interest in the management o1 affairs 
of companies, and there would 
been some sort of internal rontrol
exercised in this matter. I, not heixi  ̂
an expert in the line would not be 
dogmatic, but this is the fear which 
lurks in my mind. I may Just relate 
one short story which is prevalent In 
Bengal. It is this. One night ?:n uncle 
and the nephew both wanted to see a 
fair that was one mile upstream. It 
was evening and the night was dark. 
So in their energy they plied all 
through the night with two oars in the 
hands of both. When the m.cnmg 
dawned, they found that they were m 
the same place where they were when 
they started. Then they found out
that they had ^ot untied the string
attached to the post. So though they 
were trying their utmost to o> up­
stream; the boat could not mj)ve up­
wards. I feel that until we give share­
holders their proper right under demo­
cratic principles in the management of 
industrial and commercial concerns, 
until they are self-propelled and self­
conducted, it is very difficult and 
dangerous also, to put them Li right 
order from outside. That is my sus­
picion. I hope it will be belied and our 
Government will set up a depfcrtment 
that will be capable, that will be able 
and judicious enough to see that both 
the objectives are fulfilled side by 
side.

Shrj Achuthaa (^Crangannur): We
are almost at the final stage of Ihis 
important measure which has (aken us 
more than three weeks, and it I may 
say so, it has taken us a number of 
years to come to this stage, i^ccord- 
ing to me, it is one of the important 
pieces of legislation of this Parliament 
As was usual with the Finance Minis­
ter when he was piloting the Estate 
Duty Bill, here also he displayed the 
same de^tterity. level-headed*'e!?s and 
practical perspective. All these thing* 
were seen in him. In fact, the Joint 
Committee has considered all the 
aspects of the Bill, the social objective*
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[Shri Achuthan]
the economic aspect, what the ccimtry 
wants in the near future and so on, 
and even after discussiop in this House 
after the rejwrt was submitted, many 
changes have not been effected. I 
mean to say that all aspects were taken 
into consideration at that stage, and 
we are happy that almost in that form 
the Bill is being passed.

Many hon. Members critici.^c'i the 
provisions of the Bill saying that the 
proper objective or perspective was 
not before the Committee. Bui it is 
not a fact. According to me, situated 
as we are today with our lirrsited 
resources, this is the best that can be 
done with regard to the deveicpment 
and encouragement of industrialisation 
in the corporate sector. That is why 
I say that in the near future, within 
four or five or ten years, spectacular 
results will follow throughout the 
country. We are on the eve of the 

. Second Five Year Plan and it is neces­
sary that there must be siitall-scale 
and large-scale industries througnout 
the country. Where are you gr,inR to 
get the capital, the talent, the initiative 
and enterprise unless we give them 
some more chance? There will be 
abuses tinder any law. There were so 
many religions in the country thou­
sands of years ago. Were there 
no abuses? So we are not afraid of 
these abuses. Let us hope that the 
managing agents, the enterprcneurs, 
capitalists and ordinary shareholders 
will take to their senses and under­
stand what their duties and obligations 
by the country are. If they know what 
we have done by way of abridc;ing the 
rights of managing agents and by way 
of the principles that should govern 
company management in respect of 
profits, curtailment of powers and so 
on, they will know that tho country 
wants them to do. There is the pri­
vate sector here. We expect thorn to 
behave properly. Many Members have 
been saying that there is a Democles*s 
sword hanging over them. I do not 
take that view. We have given them 
guarantees and we have given them 
encouragement to play their oart well. 
There is nothing objectionable in their

haying their idea of ‘pockets’, within 
reasonable limits. If they try to fill up 
their pockets without consideration for 
others, we have got other methods to 
adopt so that the interests of the 
community do not suflPer. So, on the 
whole, the provisions we have made 
with regard to managing agents, with 
regard to the Advisory Commission, 
with regard to other matters are all 
there, and as expressed by the major 
party in the country, they are in accord 
with the socialistic pattern. By this 
very Bill which is going to be 'cme law 
within a few days or weeks, we will 
be able to march forward with that 
object in view. *

Mr. Chairman: The hon. Member’s 
time is up.

Shri Achuthan: I have got the least 
quota so far. Others have got more 
than an abundant quota.

Mr. Chairmaii: He should conclude 
now.

Shri Achnthan: I have only to v/ish 
that the private sector will rise to the 
occasion, that Somaniji and Tulsidasji 
will rise to the occasion ani see, ii it 
is possible with the best of intentions,, 
to deliver the goods not only for them­
selves but for the sake of the country.

Mr. Chairman: Shri Morarka. We 
wiU have to sit beyond 5 p .m . if all 
the members who want to speak have 
to speak. Is the House willmg to sit 
till a few minutes after 5 p .m .?

Some Hon. Members: Yes.
Sliri K. K. Ba^n: If quorum is there.
Shri Morarka: Many hon. Members, 

while  ̂speaking on the third rtading, 
have dealt with the Governm<?nt*s 
powers and expressed apprehension as 
to how those wiil be exercised. I also 
want to speak on that point, ard say 
something about the exercise of triose 
powers.

In the first place, I take it that Gov­
ernment is going to set up a full-fitidg- 
ed separate department under the 
charge of a fuU-fiedged Secretary, and



13255 Companies Bill 10 SEPTEMBER 1955 Companies Bill 13256

he would be given enough senior staff 
to dispose of all these important 
matters. It is very importaiit that 
this d^artment should be properly 
staffed with capable officers bcrause 
the 30,000 and odd compani'es—and 
many more to come—are go in® to 
come to this department in connection 
with various matters under various 
sections. Unless the department is 
properly staffed, it would not be possi­
ble for it to dispose of the applications 
in time. In business, time means 
money, and a little delay or more delay 
may mean even complete ruin of the 
company. I therefore hope the 
Finance Minister would see that not­
withstanding some expenditure, suit­
able staff is sanctioned and the depart­
ment properly equipped with capable 
persons..

There are three powers, which are 
very important, which the Government 
must exercise with great care. The 
first category is of that power which 
gives protection to the minority. Under 
this power, there are various provisions 
including those where Government can 
order investigation or where Govern­
ment can order re-election of directors 
on the proportional representation
basis. I cannot understand how some 
hon. Members are very nervous or 
apprehensive about this system of pro­
portional representation. I would only 
say that the manner in which- it has 
been accepted would go a long way to 
improve the management of the com­
panies. Not only this, but I do hope 
that the Stock Exchanges all over the 
country would adopt the system and 
would make it a condition before grant­
ing quotation facilities on the exchange 
to any company that that company
must accept this system of proportional 
representation for the election of the 
directors.

The second set ot powers is one 
which deals with investigation. Here 
again, some wide powers are given to 
the Government. I must say that the 
Government must be very cautious
and very careful in the exercise of 
these powers because the very fact 
that an Investigation is ordered into

the affairs of a company makes the 
company lose a certain amount of re­
putation. So, the Grovemment must 
satisfy Itself completely before investi­
gation is ordered that there is a fit and. 
proper case for investigation.

The third set of powers—and I re­
gard them as very important—deal 
with the managing agency and manag­
ing directors. I am sure, these powers^ 
would be exercised with reference ta 
the Government’s economic policy 
whether to abolish or to keep the 
managing agency system—that is in 
the wider context.

One thin? more and that is about 
statistics regarding companies. I f  
there is one point that has emerged 
very clearly from the discussion 
throughout these 114 hours in this 
House on the Companies Bill, it is 
this that the position of statistics and. 
date on which Government can rely 
with regard to the affairs of a com­
pany is very imsatisfactory. I hope the- 
Government would set up a research 
section of this department and would  ̂
try to collect data and detailed statis­
tics which can be relied upon. In the 
absence of reliable statistics and data- 
it is not possible to make policy deci­
sions and to cairy out the policy of 
the Government. I do hoi)e that before* 
Government takes any policy deci­
sion it would make full use of the- 
provisions embodied in clause 609A 
which the hon. Finance Minister intro­
duced yesterday and would organise- 
a very complete research section under 
the management of a capable officer.

So tar as this Bill is concerned, T 
am very happy to find that the popular 
views i.e., the views of the sharehol­
ders find a great place. Most o f the 
complaints of the shareholders, voiced 
through the shareholders’ Association 
have been fully taken notice of and 
provisions have been made. Madamr 
before I sit down, I take this opportu­
nity to express my sincere apprecia- 
tioh of the great Impartiality, 
industry and patience of the hoa. 
Finance Minister and his colleagues and 
his staff in the framing of this Bill 
and particularly of the Finance Minl»-
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[Shri Morarlwil
Jfeer in the piloting of this Bill in this 
House.

ahri K. P. Tripa^U: I hope I come 
last representing labour, as labour 
iiappens to be forgotten in this Bill. 
.*So, I come trailing behind in this 
debate.

Shri K. K. Bam: What do you
•€xpect from the hon. Finance Minister?

Shri K. P. Trlpathi; I take this 
opportunity to congratulate the hon.
finance Minister and his associates......

Shri K. IL Basn: Don’t waste your 
^encomiums on him.

Shri K. P. Tripathi:... .for the abiU- 
ty and the patience with which they 
have piloted this Bill, Often, it has 
not been possible for me to see eye 
to eye with the Finance Minister on all 
points, but, I must take this opportuni­
ty of congratulating him on the way 
in which he has piloted this Bill.

1 was very much interested as to 
iiow this Bill affects the industrial 
world, and, ever since this Bill was 
introduced in Parliament and particu­
larly after clause 197 was passed, I 
have tried to follow the reactions in 
the share market—in the business 
■world. I discovered that this Bill did 
-hot have much effect on the share mar­
ket. It is supposed to be one of the 
most drastic Bills ever framed in this 

, country and if it really had been so 
^drastic, then, I have no doubt that it 
would have had great reactions on the 
■share market. But, since it has had 
not that effect and since my hon. 
friend f.hri Somani himself has said 
here that he does not care whether 
-the managing agency remaiijs or not, 
the industrial set-up of this country 
will carry on. I have no doubt that 
the effect of this Bill will not be to 
disorganise the industrial set-up of this 
"Country at all.

T̂ ),e greatest controversy in this Bill 
ia ŝ with rpi;ard to the managing
aj^^cy system and people have s îd 
-tb^t because the manaffing agency 
«y^em has not been totally abolished, 
"therefore, socialism has not come, I

look at the problem from a different 
point of view. I believe that even if 
the mana^ng agency system had been 
totally abolished, socialism would not 
have come because the industrial set­
up prevalent in those countries where 
there is no managing agency has Bot 
brought in socialism and is still the 
capitalist set-up. Therefore, by mere­
ly abolishing the managing agency 
system no socialism would ever come. 
But, what is the effect? The effect is 
this, that by abolishing the managing 
agency system we reduce the concen­
tration of wealth and we reduce the 
remuneration given to the manage­
ment and, to that extent, it would be— 
and it is intended to be—a step to­
wards socialism, and, therefore, a step 
in the right direction.

From that point of view I am very 
much interested in this measure 
because I think the industrial workers 
of this country and the consumers of 

-this country have been very much 
interested in this Bill because our 
feeling is that the industrial set-up is 
top-heavy, more to-heavy than in other 
parts of the world. Therefore, if any­
thing is done to reduce the cost struc­
ture at the top, 1 have no doubt that 
it would give the benefit to the con­
sumers and, consequently, to the work­
ing classes.. It is from this point of 
^̂ iew that we have been looking at this 
problem. We have given sufficient 
powers to the Finance Minister in 
this Bill so that they may be exercised 
In that direction. Whether they would 
be so exercised or not, I do not know. 
I have every hope that they would be 
so exercised and if they are so exercisf 
ed, then, gradually the cost structure 
of the industrial set-up of this country 
would change and change in the right 
direction. Therefore, the whole coun­
try is interested in the right implemen­
tation of this Bill, and not merely the 
working classes or the management as 
It is sought to be brought out. I would 
therefore, request the hon. Finance 
Minister to administer it in that spirit.

It has been said by Shri Tulsidasji 
that there will be great dislocation, 
and that we have riot teken care to
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produce any alternative. I humbly bet; 
to submit that, so far as good manage­
ment IS concerned, they have nothing 
to fear, because good management need 
not fear the Government or its power?. 
It is only if the management is bad or 
shady that it has to fear and has to 
eiT^loy more staff to avoid bein? 
caught by the Government. I think 
the restrictive provisions in the Bill 
will have a very salutary effect on the 
industrial set-up of the country and 
the industrtal set-up will automatically 
adjust itself to lower remuneration and 
better management and cleaner 
management. If they do not, then 
they will have to thank themselves ard 
the law will catch them, as I think it 
should catch them.

Madam, I know my time is up as 
you are looking at the clock Thero 
are only three minutes and I do not 
think anybody else remains to speak.

Pandit Thakur Das Bh&i^va: We 
shall continue for some time more.

Mr. Chairman: If the House has no 
objection, we shall continue to sit for 
a few minutes more as there are a 
number of Members who want to 
speak.

Stn K, p. Tripathi: I beg to diffei 
from the Finance Minister in the 
interpretation that the intention 
of this Bill is to abolish mahag* 
ing agency. We have taken two 
steps. Firstly, we have said that no 
managing agent should be the manag­
ing agent of more than so many com­
panies; and, secondly, that no neW 
company shall have any managlftg 
agency. These are jtwo indicators to 
show that the intention of the Sill is 
to abolish the managing agency. 
Therefore, the country is expecting 
that the Finance Minister would 
administer this Bill in such a 
way, that the managing agency* 
system is abolished and not merely 
reformed. There is a feeling in this 
country that it should be a Bill not 
to reform but to change. If change is 
intended then certain steps would have 
to be taken by the Finance Minister. 
There are certain gaps in our credit 
structure and they have to be filled. 
We have already decided that there

shall be a socilistic pattern of society. 
These gaps will not be filled unless 
the Government sees that it uses the 
powers given to it in such a way that 
these are filled. Therefore, what atti­
tude the Finance Minister and the 
Government take in this matter is a 
very crucial thing. If the Finance 
Minister and the Government take the 
view that it -is a reformatory measure 
then they may not try to fill the gaps 
in the credit structure. It will be 
necessary to fill them up before a 
socialistic pattern of society emerges. 
If the Finance Minister and the Gov­
ernment take the view that they want 
to abolish the managing agency sys­
tem, then they will take such steps.
I beg to submit that our feeling is 
that the system must be abolished and 
a cleaner, better and a less costly one 
should be brought about. ‘
5 P.M.

An Hon. Member: But what is that 
alternative system?

Shri K. P. Tripathi; Did he ask: 
what is the alternative system? This 
question has been asked and answer­
ed before. The alternative sj^tem, is 
the system of management by direc­
tors. This is a less costly system; we 
have got a system which is three tuttes 
costly or 4 times costly or even 5 times 
costly, than it is in other countries. 
If the managing agency system goes, 
then the unitary cost system will be 
Introduced in place of this very costly 
sy^m . I am one with Shri Tulsidas 
that there should be the directors’ 
system of management m this coimtry. 
From that point of view. 1 re<Jiiest the 
Government and the Finance Minister 
to take corollary steps. They have 
already taken steps to float certain 
institutions in this country. There are 
other gaps and these gaps should be 
filled within these four or five years. 
Thereafter there should be no need 
for this managing agency system. I 
also hope that some steps Would be 
taken by the Finance Minister for the 
purpose of abolishing this system 
at least industry-wise, at least in indus­
tries in which the Second Five Year 
Plan does not contemplate any increase 
in pfodtiction or expansion.
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The Lok Sdhha then adjourned till 

Eleven of the Clock on Monday, the 
12th September, 1955.




