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[Shri Alagesan]

(4) The Superintendent of Railway 
Police has already taken up enquiry 
into the accident and a case has been 
registered under sections 304  i.P.C. 
and 101  Indian Railways Act.  A 
departmental enquiry by senior rail
way officers is also going on.

(5) The Eastern Railway have been 
advised both by the District Magis
trate and the Superintendent of Police 
that the driver of the train was  not
‘ drunk.  The West Bengal Govern
ment Rehabilitation Minister has  al
ready announced  that all arrange
ments have been made for the  care 
of the injured and for looking after 
the families of the dead and  others 
incapacitated by serious injuries.

Shri M. S. Gurupadaswauny; May I
just ask one question for seeking in
formation.  Is it not a fact that the 
crowd had collected and refugees were 
squatting on the track for nearly  3 
hours and no attempt was made by 
officers or anybody to take them out 
of the track?

Shri Alagesan: I have stated  the 
position as we know, Sir.

COMPANIES BILL-Contd.

Mr. Depaty-Speaker:  The  House
will now take up clauses 145 to 250 
of the Companies Bill.....

Shri S. V. Ramaswamy  (Salem): 
Sir, I rise on a point of order.  This 
is a matter upon which I seek  your 
ruling.  The other day  the Speaker 
gave one ruling and you have given 
another ruling.  I sent in the list of 
amendments to be moved.  I was held

.........  • 4 .
Mr, B̂ p̂y-Speaker: Lk me first
f all make the announcement. There 
rannot be any objection to my read
ing this. When I come to the question 
of amendments the hon. Member may 
- point of order.

I The House will now take up clauses 
|145 to 250 of the Companies Bill for 
v̂hich 9 hours have been allocated.

Hon. Members who wish to  move 
their amendments  to  these  clause 
wiU kindly hand over the numbers of 

I  their amendments,  specifying  the 
I  clauses to which they relate, to  the 
\ Secretary  at the Table within  15
* minutes.

I shall announce after 15 minutes 
the  names of Members who  have 
specified the amendments which they 
wish to move and these amendments 
wiU be treated as having been moved 
subject  to their being  otherwise 
admissible.

Shri Asoka Mehta  (Bhandara): 
May I know whether you want us to 
take all these clauses together or you 
want them to be grouped?

Mr. Deputy-Speaker; I want them to 
be grouped. For this group 9  hours 
have been allocated. There is no use 
putting them together. I will go  on 
with this point of order  raised  by 
Shri S. V. Ramaswamy and  in  the 
meanwhile hon. Members may decide 
into what groups they would like to 
put these clauses.

Shri S. V. Ramaswamy: The other 
day, I had tabled certain amendments,, 
but I was not present in the  House 
when the clauses were split up into 
two separate groups.  At that parti
cular time I was not here to  move 
the amendments relating to  those 
groups.  Then, subsequently, when  I 
came in̂ the discussion was going on 
with respect to those clauses.  I re. 
quested the Chair to allow me to move 
my amendments, but the  Speaker 
said he could not.  Now, I find at 
page 7760, of the stencilled debates 
of the 25th August, 1955, the folloŵ 
ing:

“Mr. Deputy-Speaker: The  hon. 
Minister.

Shri Kamath: Sir, I will  only 
fortnally move my amendments 
to these clauses.  They are self- 
explanatory and I will not, there
fore, make any speech.

Mr. Depnty-Speaker: Have they 
not been moved already?
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Sbri Kamath: I had suggested 
that they should be taken '  as 
moved, when I left the other day.

Mr. Deputy-Speaker; You mean, 
not only for yesterday, but for all 
days to come?

Shri Kamath: I shall be out of 
Delhi for some time and if  that 
could be done I would be very 
happy.

Mr.  Deputy-Speaker:  Shri
Kamath  is really  interesting. 
Anyway I have no objection  and 
I will treat them as moved What 
are they?”

Then  Shri  Kamath  moved  his 
amendments.  Afterwards,  this is 
what we find in the debates:

“S'hri S. S. More: Sir. he wants 
an assurance like this even for 
the future.

Mr. Deputy-Speaker: Absolute
ly; the assurance is always there.

Shri A. M. Thomas (Ernakulam): 
Sir, Shri S. V. Ramaswamy,  was 
not allowed to move his amend
ments by the Speaker.

Shri Bansal  (Jhajjar-Rewari): 
Yes, Sir, he was not allowed.

Shri S. S. More: But you  can 
make a gesture to the opposition.

Mr. Deputy-Speaker: Shri S. V. 
Ramaswamy  is not here  now. 
Accepting an amendment he is in 
the hands of the House—if it is 
germane to the issue.”

That is what you have stated  at 
the end.  So, where  do we stand? 
Does the ruling of the Speaker stand 
or does your ruling stand?

Mr. Deputy-Speaker: There is  no 
conflict.  The hon. Member is a law
yer.  The Chair always rules so as to 
be in consonance with Its previous 
rulings on the subject.  There is no 
conflict between that ruling and this 
ruling which the hon. Member  has 
quoted.  Let there be no  misunder
standing about this.  All that I said

on that occasion was that if  the 
Member is absent for  unavoidable 
reasons, indulgence could be shown 
to him.  If the Member had  been 
present, he could have moved  those 
amendments.  Formerly  we  were 
adopting the  chit  system and  the 
Chair could easily ask every  hon. 
Member to move his amendment and. 
every hon. Member got up in turn 
and said, ‘I move’, ‘I move’ and bo on. 
Thus, a lot of time was spent. There
after, there was little or no chance for 
all hon. Members to participate  on 
the particular amendments.  In place 
of that procedure, an easier  method 
was adopted.  But whoever is  not 
willing to adopt the present  method, 
can get up and say that he  wants 
to move.  But He must be present in 
the House!

Regarding Shri Ramaswamy’s point,. 
I thought that the Speaker’s  ruling 
was this: if any hon. Member  could 
not be present, owing to unavoidable 
reasons, and if he presents himself 
later, the House  can always make 
an exception in his favour.  But I do 
not know if a Member is entitled to 
any indulgence if a Member,  who 
could have been present and  moved, 
the amendments, is not present  in 
the House.

Shri S. V. Ramaswamy:  My case
goes even beyond that.

Mr. Deputy-Speaker: Further, I am 
not going into what happened that 
day.  That cannot be made a point of 
order now.  A point of order, in the 
real sense of the term, is one which 
will prevent further progress of the 
proceedings of the House.  It is not 
that, on this matter, I decided  one 
way  and  he  wants a  decision the 
other way.  Anyway, I have  heard 
Wm.  I say, that hon. Members  who 
are here, must continue to be  here, 
when they want to move their amend
ments.  Of course, the Chair has  al
ways got the right to decide, in ex
ceptional  circumstances when  the 
Member is absent  for unavoidable 
reasons, that his amendments  oould 
be moved on his return.  Him is. 
nothing personal  in this matter— 
Ramaswamy or Kamath. ^
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Shri S. S. More (Sholapur):  Then
God save Shri S. V. Ramaswamy.

Mr. Deputy-Spcaker: Hon. Member 
sometimes makes a statement  the 
impUcations  of which he does  not 
understand.  It is not that everything 

is a joke.

Shr| Asoka Mehta: In consultation 
with some of the  Members on this 
side, I have this proposal to  make, 
namely, that we divide these clauses 
into three groups; clauses 145 to 196 
U hours; clauses 197 to 207—5 hours; 
and clauses 208 to 250—2i  hours. 
These timings wiU begin from  now 

onwards

Mr. Deputy-Speaker: Is it agreed?

Shri Asoka Mehta: This side of the 
House has agreed to it.

Shri C. C. Shah  (Gohilwad-Sorath);
1 t>iink that five hours for the second 
group is rather too much.  Two hours 
lor the last group is rather too short.
1 was suggesting that we will  have 
two groups: clauses  145 to 206  five 
hours; and for clauses 207 to 250, we 
may give four hours.  That will  be 
more convenient.  I think.

Shri Bansal (Jhajjar-Rewari):  I
agree with Shri C. C. Shah.  Five 
hours should be given for clauses 145 

to 206.

Shri C. C. Shah: As the first group 
of clauses will include the important 
clauses, 175 and 197, and that group 
can be given five hours.  Four hours 
may be given to the next group which 
will include the clauses relating  to 
accounts, audit and inspection.

Shri K. K. Basu  (Diamond  Har
bour); Why do you put 145 to 206 
together?  In fact, clause 197 is quite 
different.  Clauses 145 and 197  are 
completely different.

Dr. Krishnaswami (Kancheepuram); 
1 think clauses 197 to 207 deal  with 
the most important set of clauses, and 
to live houn is just adequate for us 
to have a full discussion upon  them.

Clauses 145 to 196 are not so impor
tant, juding by the amendments that 
have been tabled.  It is likely  that 
there will be a longer discussion on 
clauses 197 to 207.

Shri C. C. Shah: The only important 
clause in that group  is clause 197. 
You should not give really five hours 
for one clause.

Dr. Krishnaswami:  No, there are
sevteral important  clauses in that 
group.

Shri C. C. Shah: I don’t see  any 
other important clause there.

Dr. Krishnaswami: I shall explain 
when I obtain opportunity to speak.

Mr. Deputy-Speaker: Clauses 145 to
196 deal with annual returns,  re
gisters, etc.

Shri Tulsidas  (Mehsana West):  I
agree with Shri Asoka Mehta that the 
first group, clauses 145 to 196, should 
have li hours; clauses 197 to 207, five 
hours and the balance, 2i hours.

The MiniiJter of Revenue and Clvtt 
Expenditure (Shri M. C. Shah):  1
think two groups will be quite  aH 
right.

Shri K. K. Basu: You have  three 
Ministers, and so, why two  groups 
only?

Shri M. C. Shah:  There are two
Ministers only.

Shri K. K. Basu:  There is  one
more: you have pushed him out o£ 
the House.

Mr. Deputy-Speaker:  So, we  will
have these clauses divided into three 
groups, as desired by Shri  Asoka 
Mehta.  What is the harm?  We are 
not increasing the total number  of 
hours.

Shri M. C. Shah: The total number 
is also too much.

Mr. Deputy-Speaker: It all depends 
on the hon. Members who speak snd 
the clauses on which they speak. Let 
us have li hours for clauses 145  t®
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196; five hours for clauses 197  to 
207; and 2i hours for clauses 208 to 
250.  After all, this is not too rigid a 
time.  If some time more is necessary, 
■we may slightly encroach upon  the 
other group.  Let us, therefore, accept 
this timing which has been  given 
by Shri Asoka Mehta.  They  think 
■that the amendments on these clauses, 
with these groups, are most impor
tant for them, and therefore,  they 

this grouping will be convenient. 
Let us have that.

Shri C. C. Shah:  One  and  a half 
hours for the first group is too short

Mr. Deputy-Speaker:  Perhaps  two 
liours will be all right.

Shri K, K. Basa: We  shall  accept 
these timings as  proposed  by  the 
Chair just now, and proceed, instead 
cl wasting more time on the  allot
ment.  We can  know if  any  more 
adjustment would be necessary, in the 
course of the debate.

Itfr. Depaty-Speaken  Nobody  says 
that the last group Is so important. 
Instead of one and a half hours for 
the first group, let us have two hours. 
So, we will allot two hours for group 
one, that is, clauses 145 to 196; five 
hours for the second group that is, 
clauses 197 to 207; and two hours for 
the last or the third group,  that is, 
clauses 208 to 250.

OaasM 145 to 196.

The nCniaier of Finance (Shri C. 
D. DcGimuikh):  My amendments  to
clauses 145 to 196 are :

Amendment No. 316 to clause 145, I 
amendment No. 280 to clause  173, 
amendment No. 306 to clause  175 ̂ 
and amendment No. 469 to clause 187. \

In regard to the first amendment, 
the object is to bring the language of 
the latter part of sub-clause (4) into 
line with that in the first portion of 
that sub-clause.  The words “if de
fault is made” having been substituted 
for the words '*if a company carries 
on business” whiĉi occur in existing 
section 72(4), it is necessary to make

a similar substitution  for the words 
“during which it so carries on busi
ness” in the latter part.  That is just 
a drafting improvement.

As regards amendment No. 280 to 
clause 173, this seeks to transpose the 
provisions now found in Table A to 
Schedule I, article 49, to the body of 
the Bill.  The  provisions aforesaid 
may be said to be inconsistent with 
clause  173 and consequently to  be 
ultra vires.  This was clearly not the 
intention of tĥ Joint Committee which 
accepted both clause 173 and article
49.  The amendment is intended to 
remove all legal difficulties and to 
carry out the Joint Committee’s in
tention.

As regards amendment No. 306, it is 
considered that both in a private com
pany and in a public company, proxies 
should  stand  on  the  same 
footing, so far as the right to speak 
is concerned.  That is to «ay, neither 
a proxy appointed by a member of a 
public company nor a proxy appoint
ed by a member of a private  com
pany should have the right to speak 
at the meeting.  The fear has  been 
expressed in many quarters that the 
provision for empowering a proxy lo 
speaK at the meeting of a private com
pany might lead to trouble  where 
there is a conflict between the mem
bers of the company.  In such cases, 
with a view to causing embarrassment 
to the rest, a member  of a private 
company may authorise some  very 
undesirable person to attend  the 
meeting and create  the maximum 
amount of disturbance possible.  It 
is to avoid that that we are bringing 
it on a par with a public company.

The last amendment  is to clause 
187—amendment  No.  469.  This 
amendment is considered necessary tc 
protect the interests of the  banking 
company.  The Board of Directors is 
the best judge in such matters  and 
therefore a discretion has been con
ferred upon it not to circulate  the 
statement, if the circulation is likely 
to injure the interests of ♦he  com
pany.  It may be noted that  this
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IShri C. D. Deshmukh] 

applies only to the statement and not 
to the resolution.

Shrl Ramachandra Reddi (Nellore): 
Should we send chits now giving the 
numbers of amendments to the entire 
group of clauses 145 to 250?

Mr. Demity-Speaker: It does  not 
matter.  We , are now in the  first 
group of clauses 145 to 196 and  a 
couple of hours have been allotted for 
it.  We will carry on with this group 
and in the meanwhile<i chits may  be 
passed on.  Hon, Members need not 
exhaust all the amendments now. Let 
them c(Hifine  themselves to amend
ments to clauses 145 to 196.  After
wards ,while other hon. Members are 
speaking, they may send the  chits 
for the other groui>s.

We are now on the first group.  1 
think the  discussion  started  at 
12-30.

Scnne Hon. Members: 12-40.

Mr. Depoty-Speaker; All right, let 
it be 12-40.

Shri Sadhan Gupta (Calcutta South
East); In this group we have  given 
notice of as many as 34 amendments 
to be moved; yet, the central amend
ment is only one and ‘  the principle 
which we seek to introduce through 
the medium of these amendments is 
thfe principle of employees’ partici
pation in the affairs of the  company. 
This is not a revolutidnary  thing 
which we are presenting here.  This 
particular thing has been on the agenda 
in this country for a very long time. 
Even before the socialistic pattern was 
advertised, even since the attainment 
of  independence,  ministers  and 
leaders have been repeatedly proclaim
ing that our objective is that labour 
and capital should be in partnership. 
That labour is a partner in industrial 
ventures is the ideal that is alleged 
to have inspired us.  From 1947, on
wards this is being canvassed and  I 
am doing nothing more than to  try 
and translate it into concrete practice 
through the medium of the Companies 
Bill.  After all, the joint-stock com
pany  is the commonest  form  of

economic enterprise in this ̂ countrĵ 
and unless you give employees  the 
right to i>articipate in the affairs of 
the company, aU talk of partnership 
of employees with capital—in indus
trial enterprise—is mere moonshine. 
What I have done is to try to intro
duce the participation of the emplo
yees to  the extent of 25 per cent. 
You know our views on this side of 
the House.  We certainly think that 
employees  deserve a much greater 
extent of participation and we hold 
the view that employees....

Mr. Deputy-Speaker:  Is the  hon.
Member speaking, on any amendment 
and if so to what clause?  I am not 
able to follow as to how this arises. 
The substantive motion that the em
ployees also should be partners  in 
the industry and then become mem
bers may be a nice thing, but under 
what clause does it arise?

Shri Sadhan Gupta: I have added & 
new clause—164A.

Mr. Deputy-Speaker: Is it in  re
ference to clause 164?  It may arise 
elsewhere, but how does that arise in. 
this group?

Shri Sadhan Gupta: The scheme is 
this.  The provisions of general meet
ings are there, who are entitled  to 
participate in general meetings and all 
that.  All these things come in this 
group.  By the new clause 164A, I 
have sought to introduce the scheme 
by which employees will elect  their 
own delegates and these  delegates 
will participate in the general meet
ings on a footing equal to that  of 
members.  That is how I wish to in
troduce employees’ participation and 
I submit there is nothing  wrong in 
that.

Shri S. S. More: What is the number 
of your amendment?

Shri Sadhan GupU: 458.

Mr. Depnty-Speaker: I think it may 
come under shares, and shareholders. 
How does it arise here  under this: 
clause?  We cannot introduce it any
where.  There is a scheme in the Act.
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Shri K. K. Basu: This clause deals 
with  persons who are entitled  to 
attend the meetings.

Mr. Deputy-Speaker: Shareholders.

Shri K. K. Basu: Here we want to 
specifically say that apart from  the 
shareholders, the employees  are en
titled to attend.  We have given  a 
definite scheme.  These people  can 
attend general meetings.  A register 
is  to be kept.  When  coming  to 
directors, we will move an amendment 
for the election of directors on  their 
behalf.  Unless we have  a complete 
scheme  here and  now, we  cannot 
move an amendment there.  It is no 
use merely saying that the employees 

shall elect a director.

Mr, Deputy-Speaker: The meeting
ran be attended by all the employees?

Shri K. BL Basu; Here is a scheme 
for the election of delegates, etc.

Mr. Deputy-Speaker: I do not  say 
that so far as the company law is con
cerned, it is wrong to suggest  the 
insertion in the proper place that not 
only those who have subscribed the 
capital, but others also who  make 
" shramdan and contribute to the  pro
duction should also come in.  With
out them nothing can go on.  All that 
is now relevant is whether it is re
levant in this group of clauses.  That 
is what I am concerned with.

Shri Sadhan Gupta: For tr.is reason, 
some scheme has to be worked out by 
which the employees can participate. 
The plenum of a company so to say 
is the general body meeting.  This 
clause deals with the general meeting. 
If the employees have to participate 
in the general meeting, some scheme 
has to be evolved for that We may 
say that the employees as a  whole 
can participate in the meeting.  That 
would be a unworkable proposition for 
tnany companies.  The scheme that I 
have suggested is that the employees 
should elect a number  of delegates 
who will participate in the  general 
meeting.  Consequential amendments 
have been suggested in most of  the

other clauses in order to give  the 
employees’ delegates the same rights 
as the rights given to the members.  1 
do not see that we can provide for it 
in any other way.  If we accept  em
ployees’ participation, if we accept the 
fundamental proposition that we have 
a right in the organisation of a com
pany to provide for employees’ parti
cipation, and if we accept the preposi
tion that in this Act, it may be done 
because  this Act deals  with  the 
organisation and management  of 
joint stock companies, I would submit 
that this is the best place to provide 
for that.

Shri S. S'. More:  May I  know
whether there is any amendment to 
clause 164? ,

Shri Sadhan Gapta: Yes.

Shri S. S. More:  Just a minute.
please.  Because, it says, “-----from
the date at which the company is en
titled to commence business, hold  a 
general meeting of the members of 
the company......”

Shri K. K, Basu: Please read  our 
amendment.

Shri Sadhan Gupta:  Amendment
No. 458 is to clause 164.

There are amendments 456,  457
and others also.

Shri K. K. Basu: No. 454 onwards.

Shri Sadhan Gupta:  Amendments
456, 457 and 494 are also for clause 

164.

Mr. Deputy-Speaker: Members of a 
company: this is defined in clause 2 
(27).  Either he must be a member of 
a company or, notwithstanding  the 
fact that he is not a member, he can 
attend, in which case, sub-clause (1) 
of clause 164 will have to be amended; 
not only members of the  company 
but also employees of the company.

Shri Sadhan Gupta: That is  the 
amendment.  Consequential  *»inend- 
ments also have been tabled.

Mr. Deputy-Speaker: The  hem.
Member may go on.
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Sbri K. K. Basu: From clause 164 
onwards, we have given the  entire 
scheme.

Shri Sadhan Gupta:  The  entire
group of clauses up to clause  195 
have to be modified.  We have intro
duced these words ‘employees’ dele
gates*.  As I was saying, the central 
principle..........

Mr. Depnty-Speaker:  The general
principle has been dealt  with at 
length that the employees also should 
not only be in the directorate,  but 
also become members.  Any details 
may  be referred to by the  hon. 
Member.

Shri Sadhan Gupta: That is  why 
I have introduced  164A which
says:

“(1) The  employees of  the 
company who are workmen with
in the meaning of the Industrial 
Disputes Act, 1947 (XIV of 1947) 
shall be entitled to elect by secret 
ballot from among themselves a 
number of employees’ delegates 
equal to one fourth of the total 
number of members of the com
pany.

(2) The election referred to in 
sub-section (1) shall be held not 
later than one month prior to the 
date of the statutory meeting or 
the annual  general meeting as 
the case may be.

(3) The company shall aiford 
all reasonable facilities to  the 
employees to  elect  employees* 
delegates under this section.

(4'i If any company contravenes 
the provisions of sub-section (3), 
such company shall be punishable 
with fine which may extend to 
five hundred rupees for each day 
on which the contravention  is 
made or continues:  and every
officer who is in default shall be 
punishable wdth  imprisionment 
which may extend to six months 
or with fine which may extend to 
Dne himdred rupees  for each 
isuch day.

(5) The employees’ delegates in 
the aggregate shall have a num
ber of votes equal to one fourth 
of the total voting power com
puted  by excluding the  em
ployees’ delegates, and each em
ployees’ delegate shall be entitled 
to cast as many votes on a poa 
as would be determined by divid
ing  the aggregate number  of 
votes exercisable by employeeŝ 
delegates by the number of  the 
employees’ delegates elected.

(6) Every employees’ delegate 
shall be  entitled  to  participate 
and vote—

(a) where he is elected before 
a statutory meeting, in  every 
general meeting between  the 
statutory meeting and the next 
annual general meeting; and

(b) where he is elected before 
an annual general meeting,  in 
every general meeting held before 
the next annual general meeting.

(7) For the purpose of enabl
ing the employees to elect fthe 
employees’ delegates, the  com
pany shall, in consultation  with, 
the employees entitled  to elect 
employees’ delegates and in the 
prescribed manner prepare, not 
later than three monthfe prior to 
the annual general meeting  in 
respect of which the election  is 
to be held, an electoral  roll con
taining the names and addresses 
of the employees entitled to elect 
employees’ delegates and demar
cate the  constituencies  for  the 
purpose of the election.

(8) On the application of any 
employee entitled to elect  an 
employees’  delegate,  any  civil 
court, exercising original jurisdic
tion in the place where  suth 
employee is employed may make 
sudi additions and alterations in 
the electoral roll as it may con
sider just and fair.

(9)  On the application of any 

such employee, any civil court, 
exercising original jurisdiction in
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the place where the company has 
■its registered office, may  make 
such addition or alteration in the 
demarcation of constituencies as 
may appear to be just and fair.

(10)  The annual general meet
ing shall nut be held pending the 
decision of the civil court  under 
«qb-section (8) or sub-section (9) 
as the case may be."

This is the scheme by  which  we 
seek to ensure the participation of the 
employees in the affairs of a  com- 
oany.  In pursuance of the scheme, 
many amendments have been made to 
other relevant clauses. We do not say 
that we may not have omitted one or 
the other; but as far as we have been 
able to see. we have secured that in 
every  clause  consequential  amend
ments have been made.  For example, 
a register of employees’ delegates has 
been provided for by amendment No. 
454: an index has been provided for 
by amendment No,. 455, and so on and 
so forth.  Regarding the sending  of 
notices, regarding the demand for poll, 
regarding everything that a member 
can do, the employees' delegates have 
been given the corresponding right.

ks I was submitting, it is not a new 
thing not a revolutionary thing that 
we are propounding.  It has been on 
the agenda.  Even the fîfure 25 per 
cent, which we have proposed here 
hais, I think, been  mooted  by  the 
Labour Minister, as far as I remem
ber and I think even the I.N.T.U.C. 
agrees that 25 per cent, is not un
reasonable.  Although we on this side 
hold that the employees deserve much 
greater participation,—̂they cerliainly 
deserve a much greater participation— 
than ordinary members who only hold 
shares, yet, in order to pursue the Ime 
of least resistance and with the reali
sation that we cannot have all oui 
own way in the social structure, we 
have proposed the figure 25 per cent, 
for their participation.  This 2 b per 
cent, is both as regards the numoer 
which the employees are entitled to 
elect—the proposal is that they should 
elect only 25 per cent, of the numoer 
•f members—and also as regards tne

voting power of the employees* dele
gates.  The aggregate voting power is 
25 per f'ent. of the voting power.

1 P.M.

There may oe imperfection in the 
amendment, I agree. This amendment 
was drafted in a hurry in order to 
be in time for submitting it, and there
fore there may be some imperfections,, 
but if the Government adopts a con
structive attitude, there is no reason 
why we cannot put our heads together 
and make it perfect. As it is we have 
put in amendments to almost all the 
clauses and I hold that a workable 
scheme has been presented before the 
House through the medium of these 
amendments.

Although I say it is reasonable, I 
have not much hĉe of the amend
ment  being  accepted.  Although 
spokesmen of the Government  have 
often proclaimed that they are for 
partnership of labour in industrial and 
commercial ventures, yet unfortunate
ly when we try to secure this partner
ship by concrete steps, we meet with 
resistance in a very indirect way, by 
the raising of all kinds of either tech
nical objections or objections as to in
opportuneness of the moment and all 
that, but the fact is that resistance 
comes.  Now, we had the very sorry 
spectacle at the time of the considera
tion of the State Bank Bill when the 
Finance Minister  had  resisted  our 
move to introduce employees* partici
pation with excuses which would con
vince nobody.  He says this should 
not be done in a hurry.  He did not 
want to be hustled into it and all that. 
As I have shown here there is  no 
hurry involved, there is no hustling 
involved.  The principles are accepted, 
the only thing is to put them  into 
practice.  I submit my amendments 
are an invitation as weU as a challenge 
to the Government.  It is an invita
tion to justify their professions about 
the socialistic pattern of society. Sure
ly there cannot be any socialistic pat
tern without the employees’ participa
tion in the affairs of industry.  And 
what we have proposed is certainly 
not socialism.  It is certainly what.
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tShri Sadhan GuptaJ

within the framework of capitalism, 
is thought to be reasonable.  If they 
accept this invitation, the Government 
will earn the gratitude of the coun
try.  But I do not have any illusions 
that they will accept this invitation. 
Therefore. I think it is a challenge to 
the Government to justify their pro
fession which they  have  rspeatedly 
made and to prove to the people of 
the country the sincerity of the claim 
that they are for employees’ partici
pation.

With these words. I commend my 
amendments to the acceptance of the 
House.

Shri Tulsidas: I  have  an  amend

ment No. 191 to clause 161.

You will remember. Sir, that when 
clause 7 was passed, I was told that 
I should point out particular difficul
ties of the phrase “person in accord
ance with whose directions or instruc
tions directors are accustomed to act”. 
Here Is one difficulty which I would 
like to point to the hon. Minister in 
<dause 161.

This Clause is a penalty clause, and 
it is with regard to the annual return 
to be made by a company to the Re
gistrar. The Company Law Committee 
have recommlended the inclusion of 
this phrase specially in one instance 
only, namely in the case of loans to 
<lirectors.  In this case, the Company 
Law Committee have said that the 
provision  regarding  restrictions  of 
loans to its directors by a company 
should be extended to other persons 
who are accustomed to act in accord
ance with the directions or intructions 
of the directors.  I can understand 
the reasoning behind this  extension 
when a restriction is imposed.  Such 
an extension may be  justified  as 
closing a loophole as preventinj? the 
directors from circumventing the Law 
in this regard, but I fail to under
stand the logic behind the inclusion of 
the phra-se in the present Instance.

As I said earlier, the Company Law 
Committee have not specifically re

commended its inclusion, though they 
did suggest that  the  corresponding 
United Kingdom section should be in
corporated in our Act.  What I object 
to is the general tendency of our law
makers to copy blindly whatever ex
ists in the United Kingdom Act. Sub
clause (1) of clause 161 is enough. I 
do not understand why this clause.in
cludes in regard to this filing of an
nual return sub-clause (2) which says 
that the  expressions  “officer”  and 
“director” shall include any person in 
accordance with whose directions or 
instructions the Board of directions of 
the company is accustomed to act.  I 
do not see any reason why this par
ticular thing has been added as sub
clause (2) and further responsibilities 
thrown on the officers, stating that 
every officer of the company who is 
in  default will be penalised.  In re
gard to annual returns I do not know 
who is the further person who is going 
to tell them not to file the returns, and 
if tne officer of the company listen* 
to such instructions not to file the 
returns, then the affairs of the com
pany must be pretty bad and anyone 
can raise the issue.  I do not under
stand how this  sub-clause  (2)  in 
clause 161 has any logic behind it. 
That is what I fail to understand.  In 
my opinion, the inclusion of this phrase 
has enunciated a new principle, a new 
precedent for company law.  It ex
tends the jurisdiction of company law 
to a category of persons which is nor
mally not concerned with the forma
tion or management of companies. It 
seeks to give an extraneous jurisdic
tion to company law.  I do not know 
where this extending of the company 
law jurisdiction by inclusion of asso
ciates and of persons in accordance 
with whose directions or instructions 
directors are accustomed to act will 
end. The present clause is one in
stance of this extension, and an un
justified extension at that.  If  any 
body is or has to be  made  liable 
surely it should be enough to penalise 
the officers which by sub-clause (30) 
Of clause 2 includes any director, ma
naging agent,  secretaries  and  trea
surers, manager or secretary.  Why 
should officers be made liable who



11495 Companies Bill 30 AUGUST 1955 Companies Bill 11496

will not come under the category of 
“officer of the company”?  I would 
therefore request the hon. Minister to 
•consider this question and drop 
sub-clause (2).

Now, I would come to my amend
ments 192 and 193 to clause 175. This 
is about the question of  proxy.  I 
must congratulate the Finance Minis
ter for putting his  amendment  No. 
306.  It has now more or less taken 
out the sting from  the  provisions 
which had been made by the  Joint 
Committee.

Shri Asoka Mehta:
mittee.

Bhabha Com-

Shri Tulsidas:  Not Bhabha Com
mittee.  The Joint Committee  made 
this particular provision.

I would like him to consider one 
other aspect.  I fully appreciate the 
point of inclusion of the non-memb«rs 
to get the proxy in a public company 
and not to speak.  But even the pre
sence of a person who is not a member 
of a company who  obtains  proxies 
from members  who  cannot  attend 
these meetings, may sometimes create 
situations which may not be in the 
interests of the company.  After all, 
if a person is interested in the affairs 
of a company, he can always become 
a member  of  the  company.  Why 
should he remain a non-member  of 
the company, not buying shares but 
obtaining proxies?  I can understand 
a member obtaining a proxy of other 
members.  But here, a non-member Is 
also allowed to obtain proxies, and at
tend the meeting and vote there.  I 
hope you appreciate the point I am 
making.  I do not suppose any non
Member can enter this House, getting 
a proxy for a Member, and ask ques
tions here.

Shri K. K. Basa: There is no proxy 
lor Members.  If the Member is ab
sent, he loses Rs. 21 per day.

Shri Tulsidas:  Supposing  I  have
tabled a question in my name, I can 
give authority to my hon. friend Shri 
a. K. Basu to put the question on be- 
li«lf of myseU, and he acts as a proxy

for me.  But then this proxy is coxi- 
fined only to a Member and d®es not 
extend to a non-Member.

Similarly, even in an ordinary club, 
only a member can introduce a non
member, and a non-member cannot m- 
troduce anybody.  So, I do not under
stand this logic of having a non-mem
ber to get proxy and to vote.  I know 
that there is some provision like that 
perhaps in the U.K. Act. But I do feel 
that the hon. Finance Minister  will 
consider this point,  because  as  he 
knows very well, a number of profes
sional mischiefmongers will be able to 
utilise this provision to create trouble 
against the normal working of  the 
company. After all, proxies can be ob
tained of a member who has got five 
shares, or any amount of shares, and 
if he has got a case to put up against 
something bad in the management or 
something which has gone wrong,. he 
can always...

Shri C. D. Deshmnkh:  How does a 
mute non-member  create  a  disturb
ance?

Shri K. K. Basn:  He  can  throw
something.

Shri Tulsidas:  He can always give
a proxy to a member who is not a 
mute.

Shri C, D. Deshmnkh:  What is th«
logical connection between non-mem
bership and the  capacity  to  create 
disturbance?

Shri Tulsidas: My point is this. The 
hon. Finance  Minister  knows  very 
well—and I think he has the full ex
perience—that people who  are  mis- 
chief-mongers professionally and who 
live on that day tt> day can become 
members of the company by buying 
one or two shares.  Under the present 
scheme of things, if the board of direc
tors find that a particular person is 
not desirable to become a member and 
on that ground refuse membership to 
him or refuse trjinsfer in his name, 
then he would have the right to appeal 
to Government, and Government will 
decide the issue on its merits.  Even 
if Government decides on merits that
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[Shri Tulsidas]

the refusal to transfer was proper in 
the interests of the company, still he 
can create trouble  by  getting  this 
proxy.

Shii N. P. Naihwani (Sorath):  But 
how?  He merely gets the right  to 
vote at the meeting.

Shri Tulsidas:  As I said from the
very beginning, this will result in the 
bringing in of a number of mischief- 
mongers, which is not advisable in *he 
interests of the company.  That is my 
feeling.  I think that in the interests 
of sound company management, this 
provision is not desirable.  Anyway, 
I leave it to the hon. Finance Minister. 
If he still feels that he should have 
this pa-rticular provision, let him have 
it.  But I personally feel tha.t it will 
come in the way of the normal work
ing of the company.  This is what 1 
would like to point to him.

Shri C. C. Shah:  I should like to
a few observations  on  amendments 
Nos. 192 and 193 which my hon. friend 
Shri Tulsidas has just now moved to 
clause 175 of the Bill.  Clause 173 
authorises a member of a company to 
give a proxy to a non-member.  It is 
relevant to  know the reasons which 
led both the Cohen Committee in Eng
land and the Bhabha Committee in 
India to make that recommendation. 1 
can do no better than read a passage 
from the Cohen Committee, which very 
briefly but very illuminatingly gives 
the reasons.  On page 82 of the Cohen 
Committee’s report, this is what  we 
find:

“It is often diffleulf lor a share-
‘holder in the short period avail
able to him to And  among  his 
fellow  shareholders  a  suitable 
proxy who shares his views on the 
resolutions to be considered at the 
meeting, and who is prepared to 
attend the meeting.  He may not 
know even the names of his fellow 
shareholders. He may be far from 
either the registered office of the 
company or the office of the regis
trar of companies, the only  two

places at which the information 
containing the register of members 
is available, and even if he has 
time to consult the register,  he 
may, owing to the existence  of 
nominee holdings, learn later about 
the identity of his fellow share
holders.  In any event, he  may 
feel that a  professional  adviser 
who may not be a fellow share
holder would be the most suitable 
person to represent him.  To help 
the shareholder in these difficul
ties, we recommend that it should 
be laid down by statute so as to- 
override any contrary provision 
in the articles of association of a 
company, that  a  shareholder of 
any company other than a com
pany limited  by  guarantee and 
having no share capital may ap
point as his proxy anyone whom 
he chooses, whether a shareholder 
in the company or not.”

I want to draw the attention of my 
hon. friend to the sentence that fol
lows, namely:

We think that  such  proxies 
should be entitled to speak as well 
as vote; if not, the right loses a 
great deal of its value.  Moreover̂ 
in the absence of such a provision! 
namely the right to  speak,  the 
chairman would experience great 
difficulty in the  conduct  of the 
meeting.”

That was the considered recommen
dation of the. Cohen Committee.  That 
was embodied in section 136 of the 
English Act.  But there  the  change 
which they made was that so far as 
public  companies  were  concerned, 
they gave the non-member a right to 
attend and vote, whereas in  private 
companies they gave the non-member 
a right also to speak. Tlie reason was 
obvious. In public companies, you may 
be able to find some member of  the 
company who will know your views 
and would be able to share your views, 
and therefore can speak on your be
half, or you may be able to find out
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■t least a non-member. But in private 
companies, it is very difBcult to get a 
member, particularly when you  are 
opposing the views of the  majority 
group or the group which is in power, 
to attend that meeting and to oppose 
the resolution proposed to be moved 
by the dominant group.  Therefore, if 
fhe proxy is to be effective, the right 
to speak must be given at least in a 
private company.  For, in a private 
»jompany, it is a sort of family group. 
Supposing a member of a private com
pany dies, and the shares are Inherited 
by the widow who becomes a member 
or by his daughter or daughter-in-law, 
and the dominant group exploits the 
company for its own purposes, it would 
be very difficult for such a member to 
get another member of that private 
company to attend the meeting  and 
oppose the resolution proposed to be 
moved.  Such a widow or a daughter- 
in-law or any other such member can 
get only his or her professional ad
viser to attend and represent hi? or 
her views at the meeting.  Therefore, 
in a private company, it is all  the 
more necessary that  a  non-member 
proxy attending such a meeting should 
be given a rît to speak.  That was 
the reason why section 136 in  the 
English Act gave that power: and the 
Bhabha Committee also in para 77 of 
their report endorsed the views of the 
Cohen Committee and recommended 
that it should be so. Now, the Joint 
Committee have embodied it in clause 
175.

Government have now  moved  an 
amendment which takes away the right 
of a non-member proxy at a private 
meeting to speak.  It is possible—I do 
not  dispute—that  at  such  private 
meetings a non-member attending may 
at times be  able  to  create  some 
trouble.  These  considerations  may 
have weighed much stronger with the 
Government than the other considera
tions which I have mentioned, of the 
necessity of a non-member proxy at a 
meeting of a private company being 
permitted to speak, and the Govern
ment have gone a very long way in 
meeting the views of my hon friends 
like Shri Tulsidas, to obviate any pos
sible difficulty which may arise out of

a non-member  being a proxy at  a 
meeting of a public or private com> 
pany.  I thought that my non. triani 
would have been content  with  tha 
amendment moved by the Government.

Shri Asoka Mehta:  Is he supporting
the Government amendment?

Shri C. C. Shah:  I am not opposing
it.

Shri K. Eh. Basa:  We know he will 
not oppose at the time of voting, but 
now what is his view?

Shri C. C. Shah: I am putting before 
you the considerations which  would 
weigh with me, for example, in consi
dering such an amendment  On the 
one hand, there are'reasons which can 
legitimately be adduced to support the 
view that in a private company, which 
is a sort of a family firm, a non-member 
should not be allowed to come.  On 
the  other, as I said, there is all the 
greater reason  why  a  non-memb<T 
proxy should be permitted to speak in 
a meeting of a private company, be
cause it is very difficult to. get a mem
ber proxy who will jdo the job.  And. 
therefore, between these two considera
tions, if Government have thought it 
necessary, at this stage, even after the 
Joint Committee  has  submitted  it* 
report, to move this amendment, I am 
not oppo?ir5 it.  But what T am pcint- 
ing out to my lion, friend ia that hi 
need not pursue the poLcy of opposing 
everything which the Joint Committee 
has done, but may be content some
times with what  Government do to 
meet the points of view which he is 
representing.

Shri C. R. lyyunni (Trichxir): I have 
also an amendment  to  clause 1T5, 
amendment No, 491.  The view that I 
adopt is exactly the view that is adopt
ed by my hon. friend who spoke before 
me.  With regard to companies, and 
particularly with regard to banks, my 
impression  is  that if a foreigner ia 
allowed to be made a proxy, it will 
create a lot of complications.  I kpow 
of many banks......

Shri : Foreigner or outsider?
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Shri C* R. lyynniii:  Foreigner,  as 
district from a member—̂that is what 
I mean.  He is a foreigner in the sense 
that he has absolutely nothing to do 
with the company or any other insti
tution.  It is said  that  a  foreign 
element is introduced into a general 
meeting where so many things will 
be  discussed.  I  can  understand if 
that proxy who is allowed to attend 
that meeting is allowed a chance to 
have his say.  Then there will  be 
some mjeaning; otherwise, where is 
the meaning in it?  The simple point 
is that he is allowed to vote.  For 
the matter of that, anybody else can 
go and give his vote.  That would 
not make any difference.  K  the 
Joint Committee or, for the matter of 
that. Government are inclined to give 
that iwwer to a person who is not a 
member of the company to go and 
make his representation on behalf of 
the member of that company, I can 
perfectly understand it.  That is all 
right.  There may be occasions when 
that is necessary.  Now, Government 
do not want to do that.  Government 
want simply to say:  ‘Of course, you
can have people from outside who are 
not members of the company or mem
bers of the bank and so on*.  But 
they are not quite confident whether 
the step that they are going to take 
will be advantageous or disadvanta
geous to the  company.  Let  them 
make up their mind one way or the 
other.  Let them decide whether they 
would allow a persoî who has abso
lutely nothing to do with a company 
to go and make representations  on 
behalf of the person who is either illi
terate or who knows nothing about 
these matters.  With regard to private 
companies, I can understand it; it is 
perfectly all right.  But as regards 
others, the difficulty will be this.  In 
every comi>any, there will be some 
little irregiilaries.  The new element 
which is introduced wilJ be able to 
magnify those irregularities to such 
an extent that it will be impossible 
for the other people to carry on.  A 
proxy, who is a vakil or advocate, 
goes there and creates all sorts of 
confusion in the  general  meeting; 
that will have a bad reflection .upon 
the actual management of the com

pany.  Therefore*, my feeling is that 
it is not quite proper that a foreign 
element should be introduced into a 
company where there is no foreign 
element.  If, as a matter of fact, they 
have got any complaint,  there  are 
various methods which can be adopt
ed for getting the mistakes rectified. 
The  aggrieved  party can put in a 
petition to the  inspector  or  some 
body  else  or  the  Government 
Government wUl institute an inquiry 
into  the  matter,  provided  the 
conditions attached are fulfilled.  If 
there is actual mismanagement of the 
company, the Government may  be 
approached, or the Registrar may be 
approached.  They will take steps 
with  regard  to  the  matter.  I am 
saying this because I am also con
nected with a number  of  banking 
institutions and I am perfectly con
fident that the procedure that is now 
envisaged will create a lot of diffi
culties.

There is  one  other matter—with 
regard to the question of poU.  It is 
said that if a poll is to be taken, the 
chairman who is  presiding  at  the 
meeting, can say that it may be taken 
within forty-eight hours  from  the 
time the demand was made.  Espe
cially  in places which are not big 
towns or cities, it will  be  difficult 
for people to go and gather things 
within forty-eight hours, as is stated 
here.  What I would suggest is that 
the poll may be taken within four 
hours from the time the demand is 
made, as the chairman may direct, 
and l̂fore the meeting is terminated. 
If the poll is allowed to be  taken 
under  such  conditions, it will be 
perfectly all right.

The third amendment “.îat I have 
is with regard to scrutineers.  Here it 
is said:

“Where a poll is to  be taken, 
the chairman of the meeting shall 
appoint two scrutineers to scruti
nise the votes-----”

Suppose the chairman thinks that 
there is no need to apt*o\»r scrutineers 
Taking a poll may not be a very seri
ous matter; there may be only a limit 
ed number of people.  Why  should
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there be this ‘shall’?  If neceissary, 
they may be appointed.  So what I 
say is that the word ‘shall’ may  be 
replaced by the word ‘may*.

These are the matters to which I 
wanted to draw attention.  There are 
a few consequential amendments also, 
for example, the insertion of  “if ap
pointed” after “office” in page 92, line 
2, and so on.

Shri Asoka Mehta: 1 want to oppose 
some of the amendments that have 
been moved.  I would like to oppose 
the amendments that have been moved 
by my friend, Shri Tulsidas, the am
endment moved by the Finance Min
ister, amendment No. 306, and  the 
T nendment that hai been moved by 
my friend, Shri Sadhan Gupta.

I would not have taken the time 
of the House in opposing the amend
ment that has been moved by  the 
Finance Minister, if my friend. Shri 
C. C. ̂ ah, had done the work for me. 
But I find that even after ably point
ing out  the  reasons why the recom
mendations of the Cohen  Committee 
and the Bhabha Committee should be 
accepted  and  incorporated  in  the 
measure under discussion, he  ended 
up by saying that he merely wanted 
to point out the two sides of the ques
tion.  I am not aware of the other 
side of this question, and I failed to 
find out from the observations made 
by Shri C. C. Shah, as to what the 
other side of the picture is.

This particular measure is goinx to 
have a large number of salutary pro
visions.  But the private  companies 
are excluded from the operation of 
these salutary provisions to a consi
derable extent.  I have no desire Just . 
now to give you a long list of these 
provisions.  Perhaps that can be done 
on a later occasion.  But the fact re- 
mains-~and I am sure  the Finance 
Minister will be only too ready and 
willing to accept it—that the whole 
battery of this measure will not be 
directed against private companies.

As my friend, Shri C. C. Shah point
ed out the very position of ̂ e private 
companies makes it necessary that In

case of a proxy not only the proxy 
should have the right to vote but also 
the right to speak.  The reasons have 
been very cogently put forward by the 
Cohen Committee and endorsed by the 
Bhabha Committee. That is the reason 
why the Joint Committee had accept
ed that provision.  I do not know why 
the Finance Minister wants to go back 
upon a recommendation of the Joint 
Committee. I have not been able to find 
out from the observations he made as 
to what new developments have tak̂ 
place, what is the new unfolding of 
the situation which  has  confronted 
him that has led him to change the 
provision or the recommendation made 
by the Joint Committee based on the
* authority of the reconmiendations of 
the Cohen Committee  and  of  the 
Bhabha Committee.

As I oppose the amendment moved 
by the Finance Minister, I oppose all 
the more the amendments that have 
been moved by my friend Shri Tulsi
das Kilachand?  But, I need not take 
the time of the House in refuting his 
amendments because I am sure the 
Finance Minister will do that.

I am sorry to have to oppose the 
amendments moved by my friend Shri 
Sadhan Gupta.  I am as much wedded 
to the idea of the workers participat
ing in industry as he is.  But, this 
question has to be considered in its 
proper perspective.  Workers* partici
pation has been conceived of in two 
forms so far.  In Yugoslavia,  it  is 
workers* management as a whole.  In 
'Russia  also,  workers’  management 
where the totality of management was 
handed over to  the  workers,  was 
tried.  I find from this recent publi
cation, Management of the IndustriaX 
Firm in the USSR, that  this  experi
ment was tried and given up:

‘However, this type of partici
pation died stillborn.  It had been 
begun by a few leading firms of 
Moscow and then of Leningrad. 
But in early 1935, at what saema 
to have been the height of  the 
movement, there were only 11,839 
production workers also fulfilling 

ia State administration.  By
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[Shri Asoka Mehta] 
the end of 1936, there were no 
more than 7,000 to 8,000 such peo
ple.  Little attention. had  been 
given to the movement  by  the 
trade unions.  I have not seen the 
movement mentioned again after 
1936”.

The Yugoslav experiment is inter
esting,

Mr. Deputy-Speaker.  After  1936, 
what is the management?

Shri Asoka Mehta:  That is all dis
cussed in the book and I shall come 
to it a little later.

AS fax as the total management be
ing handed over to the workers,  is 
concerned, this  is  being  tried  in 
Yugoslavia.  But that is not relevant 
to the Companies Bill.  It is obvious 
that that kind of organisation is ex
cluded from the discussions now. What 
is now being discussed is the workers* 
participation in management.  Work
ers’ participation has visually  meant 
giving the workers’ representation on 
the board of directors. You will remem

ber that on a previous occasion, I had 
pointed out the limits that exist in 
Germany in  giving co-determination 
rights to workers’ in Germany. There 
is a Coimcil of Supervision,  It  is 
found that the council consists of half 
of the members elected by the share
holders and the other half elected by 
?\̂orkers.  But the two halves are com
pletely kept distinct.  Here what his 
amendment seeks to do is to inter
twine the two into one. They want to 
endow the workers with "Some of the 
rights enjoyed by the shareholders. In 
the scheme of the Bill the employees 
will have opportunities of  becoming 
shareholders in their own rights.  I 
believe, if I am not wrong, the Bill 
contemplates loans being given to the 
employees to liable  them  to  buy 
shares of the company so that the em
ployees may also come forward  as 
shareholders.  The conditions in which 
the shareholders view the affairs of 
the comspany and the  conditlcms  in 
which the employees view the aflEairs 
«f the company are not always  the 
same.-  They are  dissimilar.  Som«- 
tknes ttifty even come intd conflict. R

wiU be possible for a person who is 
6x1 employee to oe a shareholder and 
to represent the interests of the share
holders in a share-holders’  meeting. 
But  it  will  be  very  very 
difficult  to  bring  together  in  a 
single meeting the shareholders and 
employees and to put them on a par. 
The workers can be given a share and 
on that the Finance Minister gave a 
very sympathetic reply the other day. 
They can be given a  share  in  the 
management by giving them represen
tation in the board of directors.

The second question is how much, 
what voice or what share is to be 
given to the workers in the manage
ment.  I find that in the USSR this 
question has been gone into thorough
ly.  With your permission I would 
like to read a very brief paragraph:

*‘What have the Soviets meant 
by ‘mass participation’ in indus
try?  Basically, they have viewed 
it as  being  expressed  in  four 
forms. One of these is supervision 
by the employees in a firm over 
the work of the management, and 
their strict criticism of  all  its 
deficiencies. A second is the offer
ing  of  suggestions—̂particularly
through employees conferences. A 
third is the direct performance of 
administrative tasks by  workers 
who do this in addition to their 
regular work. Finally, and as im
portant as any of the other three 
forms is the movement  upward 
of  rank-and-file  workers  into 
posts in management  and  into 
leading positions in  Party  and 
tradeunion organisations.”

Further on, it is pointed out that 
even in factories where there are a 
large number of employees  only  a 
limited number of employees have ac
tually participated in these conferenc
es or have been able to make any dis
tinctive contribution.  The other three 
suggestions that have been made can 
be worked out if the board of direc
tors so desire.  So long as the work
ers have an opportunity of having re
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presentation on the board o diretors 
-or so lon as the industrial relations 
are worked out in a manner where 
they would hae an opwrtunity  in 
partiipatin in the manaement,  I 
do not know what would be ained by 
initin  the  representaties  o  the 
workers to partiipate in the  share
holders meetin.  That would reate 
some kind o onusion o untions. 
The untions o the employee and 
the untions o. the shareholder are 
dierent and they should  be  kept 
apart.  I And that Shri Sadhan upta 
is tryin to brin about a state  o 
aairs where the employees will also 
beome shareholders  in  their  own 
rihts and also hae the  rihts  o 
shareholders without beomin âre- 
liolders.  It will be somewhat an ano
malous situation and ar rom helpin 
-workers partiipation it miht reate 
urther diiulties in workin out the 
p̂roets that we hae in iew.  He is 
not here but I would hae liked to 
toiow rom him i in any ountry in 
the world this kind o arranement 
has been worked out. In a matter like 
this, as was rihtly pointed out by 
the inane Minister last  time,  we 
hae ot to moe orward with a er
tain amount o aution. artiipation 
K) workers at the hiher leel may be 
a ery desirable thin.  ut partiipa
tion at the lower leels has ot to be 
worked out with ull are and ull 
-deliberation.  I,  thereore, eel that 
this  kind  o  intertwinin between 
-shareholders and the employees that 
is bein su ested may proe to be a 
leap in the dark and we should, there
ore. not embark upon suh an eperi
ment.  It has not been tried anywhere 
-in the world.  We should bein with 
introduin the element o  workers* 
partiipation in the manner in whih 
it has been done in  other  ountries 
suh as Western ermany or een In 
the Soiet Union in the limited sense 
or in the ramework in whih I read 
out to you ust now.  Thereore, or 
that reason, I am onstrained to say— 
thouh I am in ull sympathy with 
the obet o workers partiipation in 
the manaement at the Industry—that 
1 And that the su estions that haw 
\h9en made are not only not helpul but

are likely to reate impediments in 
the path o this ery desirable obe

tie whih we hae in iew.

Shri ansal  I rise to support the
amendment o the hon. inane Min
ister on the lause relatin to proies. 
My riend, Siri Asoka Mehta,  ust 
now said that the habha Committee 
ae ery oent aruments.̂

Shri Asoka Mehta  I  said  Cohen
Committee.

Shri ansal  Then he also said that 
the same aruments hae been ably 
supported by the habha Committee.
I was ust now oin throuh para
raph 77 o the habha Committee 
and not a sinle arument has been 
adaned by them in aour o the 
demand that has been made by Shri 
Mehta  that  proies  other  than 
shareholders should  be  allowed  to 
speak in the meetins o a  priate 
ompany.  No  arument  has  beei 
ien here althouh they hae ust 
made their reommendation  to  that 
eet.

I ome to the amendment o Shri 
Sadhan upta.  I am lad that  my 
hon. riend, Shri Asoka Mehta,  has 
made it ashionable een  to  oppose 
workers partiipation at some leipel or 
other.  I will ome to the partiipatiwi 
at the hiher leel when we disuss 
the amendments whih I think hae 
already been moed and will be moed 
as reards the diretors lauses.  ut 
speakin on Shri Sadhan uptas amr 
endment, I would like to say ust on 
thin.  This is a uestion on  whih 
naturally there is lot o sympathy in 
the ountry, but my attitude will be 
that the worker should be ien an 
opportunity to beome a shareholder 
in the ompany so that in his own 
riht he has the riht to partiipate 
in the manaement o the ompany. 
This an be done in two ways. One, 
as my hon, riend ust now pointed 
out, has already been indiated, that 
is, perhaps i workers ome orward 
and demand loans rom the ompany 
or the purhase o shares, they would 
be ien in uture by the ompanies, 
and I would reuest the owners  oC 
ompanies, the  manain aents, to
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give such loans as freely as they can. 
There is another method also.  As you 
know, during recent years, huge am
ounts of bonus have been  paid  to 
workers.  It has been suggested again 
and again that instead of these am
ounts being paid in cash to workers, a 
system can be evolved whereby work
ers can Be given shares in  lieu  of 
those bonuses.  If workers are giv
en shares in lieu of bonuses, they will 
automatically become shareholders to 
‘ some extent in those companies, and 
by becoming shareholders, they  will 
both have the responsibilities and the 
duties of the people who have a legi
timate right in the companies.  I think 
if this suggestion will find a favour
able response in this House, the work
ers will reach their goal of  having 
scHne share in  the  management  of 
companies at all levels. They will have 
their right to manage at the  share
holders’ level, and if a comparatively 
large number of workers get the shares 
of the companies in this process, they 
will also be nominated to the board 
of directors through that process.  I 
think the time has come when  my 
friends, Shri  Tripathi,  Shri  Asoka 
Mehta and leaders of workers will per
suade the workers to take shares In 
lieu of bonus rather than take cash 
and fritter away the amount on their 
day to day requirements.  This will 
develop a sense of thrift as well as 
their due place in the management 
of the companies.  I do not have any
thing more to add.

Shri K. K. Basn: Is it the sugges
tion that the bonus granted by  the 
Labour Tribunals should be issued as 
bonus shares or that the  employers 
will be So kind as to give bonus shares 
to the workers? Ott̂  the bonuses are 
recognised as a matter of right and 
even so, the workers have to fight it 
out through  the  Labour  Tribunals. 
What is the suggestion exactly?

Slirl Bansal: Whatever  bonus  is
paid to the workers, whether it  iB 
awarded by the Tribunal or given by 
the employers, should be given in the 
iorm of shares rather than in cash.

Shri K. P. Tripathi (Darrang): The 
suggestion has been  made  by  Shri 
Bansal that the bonuses  which  the 
labour gets should be contributed by 

as shares fO that tĥ might be
come shareholders also.  The sugges
tion is very interesting. I know of one 
case in which the company volimtarilŷ 
agreed to give bonus in the shape of 
shares and the result has been that 
in the last five years the majority of 
the shares are held by the workers. I 
think it is possible, but the whole di
fficulty is that today in India, in all 
the industries workers are not getting 
a living wage.  The bonus is supposed 
to be a bridge between the wage they 
are getting and the living wage.  Ob
viously, when they get some amount 
as bonus for the purpose of bridging 
this gap, it is difficult to expect that 
they would utilise it for the purpose 
of investment.  Generally they are ex
pected to utilise it for the purpose of 
raising their standard of living and it 
is in this way that the employees llv#̂ 
Although this right may be given, I 
have no doubt that it will not be ex
ercised because it cannot be exercised 
to any large extent under existing con
ditions.  There may  be  individual 
stray cases in which it may be exer
cised.

The other point that strikes me ic 
this.  Recently  the  Government of 
India have announced their policy that- 
they will permit capitalisation of re
serves freely by the issue of bonua 
shares to shareholders. One thing that 
has struck me is that, according to the- 
decisions of the Tribunals, it is only 
the distributed profits which determine 
the quantum of bonus.  Therefore, if 
a company, instead of distributing the 
profits, capitalises  it  into  reserves, 
then the workers are not entitled to< 
bonus. If this is accepted as the policy 
of Government, then what the employ
ers will do is to distribute only the 
minimum dividend and put the rest 
in the reserve, and next year they 
Fill issue bonus shares.  The result 
will be that the same Mnount of money 
which they might have got as dividend 
will be given to them as bonus shareŝ



II5I1 Companies Bill 30 AUCrUST 1955 Companies Bill 11512̂

After having got the shares, they will 
sell them out because it becomes their 
private property.  Even if they do not 
seU those shares, the company becomes 
over-capitalised and in that case part 
of that money will be spent for the 
purpose of floating further concerns. 
If it is invested in new concerns, thei 
they will  be entitled to further divi
dends.  So, here is an unequal posi
tion.  By the policy of the Govern
ment, the labour is deprived of bonus; 
of courss, the consumers also are de
prived of their tar, but that is for the 
Government to decide.  In the case of 
labour, if the Government decides so, 
then it should be made clear as  to 
what will happen to the bonus.  If I 
take the suggestion of my friend, I 
would say that the amount of shares, 
which would have gone to labour but 
which does not go to labour, should 
be given to the workers by the issue 
of bonus shares.  That is a possible 
way.  Anyway, Government has given 
due consideration to this because as 
soon as this policy is announced, I have 
no doubt that all over the country  the 
bonus of the workers will shrink and 
it will start the controversy all over 
the country, for which we are not to 
blame but it will be the industry and 
the Government to blame.

Shri Bansal: May I know in which 
particular award only the distributed 
profits were taken into account in ar
riving at the quantum of bonus?

Shri K. P. Tripathi: Take for in
stance the Supreme Court’s decision. 
In eflfect. it comes to the same thing.

Start Bansal: No, it does not.

Start K. P. Tripathi: The Tribunals 
always take into account the amount 
of money that is distributed as divi
dend.

Start Bansal: X humbly suggest that 
that is not the case at all.

Start K. P. Tripattai: We differ  on 

this.

Start Tulsidas But it is a question 

of fact.

Shri K. p. Trtpattai: It is not a ques
tion  of  fact; it  is  a question 
of interpretation.  This is the way in 
which bonus has been given in many 
concerns.  Therefore, I am bringing to« 
the notice of the Government pointed
ly this fact.  If it is not a fact, then 
it is very good.  GeneraUy it is so 
adjusted that our bonuses depend upon, 
the amount of profit distributed.

Shri Bansal: No, not at all.

Stan K. P. Trtpathi: Anyway,  we*̂ 
differ on the interpretation  I wish Î 
am wrong; in that case I stand to gain .

With regard to the workers’ partici
pation at the directors’ stage, I have 
also tabled amendment that workers 
should participate in the management. 
When that question comes I will have 
my say but the immediate question 
posed is about the participation  at 
the shareholders’ level.  Shri Asoka 
Mehta has said that at this stage par
ticipation Tjy workers would not bfr 
proper.  One argument he has advanc
ed is it had failed as an experiment 
in Russia. I do not agree with him 
that because it has failed in Russia it 
should fail here also.  I humbly sub
mit that the experiment was not pro
perly tried in Russia.  Therefore, I do 
not accept that argument. I  agrat? 
with him that the stage has  not  yet 
come in India when the workers may 
be able to participate fruitfully at the 
shareholders’ level.  The reasons for 
that are obviously that the working 
classes today are not fully unionised. 
There are very few unions in which 
we have got more than fifty per ceat. 
members.  Secondly,  most  of  the- 
unions axe divided on political ideo
logies.

Start Bansal: You do not need sucta 
things for Shri Sadhan Gupta’s am
endment.

Start K. P. Trtpattai: Unless that is 
there it will be frustrated.  There is 
the example of the works committees. 
They failed.  One of the reasons why 
they failed is that the workers were 
not intelligent enough, educated enough 
or unionised enough. Unless the union
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is very strwig and powerful the repre
sentatives who go there may betray 
them and may not express their view- 
:point.  There is no way in which the 
workers *would be able to exercise a 
.check.  From all these points of view, 
I hold that the time has not cc»ne to 
enable the workers to profitably parti- 
■cipate in the directorate.  So far as 
-their participation is concerned, it has 
to be by  workers  owning  shares— 
whether it is a bonus share or other
wise.  That is a better course at this 
:5tage.  In that case only individuals 
■will come. So far as directors are con
cerned, I feel there is a substantive 
-case made out and I understand that 
►Government of India has also intro
duced in the directorates of certain 
.government-owned companies workers’ 
-representatives.  That shows tiie way.

Shri Bansal:  Workers* leaders and
:not representatives.

Shri K. P. Tripafhi:  They are re
presentatives.  They have  not  been 
taken on their own rights; they have 
been taken as representatives of work- 
-crs (Interruptions). I do not like to 
be a director; I agree because a direc- 
“tor ceases to be a representative. That 
is a contingency which I would not 
4ike right now.

The point is this.  We have come to 
-a stage in which we have accepted the 
socialistic pattern of society.  It is a 
pattern and so it must be provided in 
the structure of the country.  What 
-is the structure?  The Company Bill is 
a structure which provides for the way 
in which our country has to be nm 
in the next few years with regard to 
its industrial or economic activity. It 
is very necessary that in this pattern 
we should provide as to how the work
ing class has to be represented—whe
ther it has to have any say in certain 
matters or not and so on.  Therefore, 
I feel that the Government will give 
due consideration to this idea.  Tte 
F̂inance Minister sometime back gave 
run assurance that this  matter  was

pending with the Planning Commis
sion and as soon as a decision  was 
made it would be incorporated.  But 
I think Government should be able to 
make up its mind with regard to the 
attitude which it takes with regard 
to this pattern namely workers’ par
ticipation in the management.  We are 
not asking for workers’ management 
as in Yugoslavia.  Shri Asoka Mehta 
pointed out that we are merely asking 
for participation.  Whether this parti
cipation will be successful or  not— 
that will be the experiment.  The Gov
ernment has to go forward in  that 
direction.  It is quite possible that 
this experiment may also fail but we 
shall have to find out some other way. 
But unless you make an experiment, 
you will never know where you fail 
or succeed.  Therefore, if we are real
ly sincere and honest with regard to 
our protestations, we must be able to 
And out what place the working class, 
has in this company management.  I 
have no doubt that in  any  scheme 
which you have you shall have to find 
out some place for the working clas9 
at the directors’ level or the manage
ment level.  From this point of view 
I again request the Finance Minister 
to give due consideration to this.

Shri K. K. Basn: Sir, I do not want 
to take a  Igng  time to discuss  the 
amendments or clauses in this parti
cular group.  I  would begin with the 
suggestion made by Shri Bansal and 
referred to by Shri K. P. Tripathi. It 
is  difficult to  suggest that  bonus 
shares should be given in respect of 
bonus  paid to  workers.  Conditions 
are well known in our countrŷ and 
workers find themselves in the hands 
of the owners.  They are not given 
bonus when they pile up huge profits. 
I  would  suggest  to  Shri Bansal to 
make a gesture to the working classes 
of India through  the  organisation 
with which he is very actively  con
nected.  In every case bonus shares 
should be  issu<ed by capitalising un
distributed profit;  a certain percen
tage may be given as bonus share  to 
the  workers.  Government  or
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•millowners should consider this pro
position.  Bonus  is  not  ex gratia 
payment to be  as they choose.
Workers have a right to it when the 
company has had a huge profit.  I do 
not think that the suggestion that the 
cash may be converted  into shares 
will be  of  much effect  imless  the 
persons who give such suggestions re
consider  their  attitude  and  agree 
that  the worker has got a right and 
îm to bonus when a company  is 
running at a certain  level  of  effi- 
<:iency.

1 wish to deal with the amendment 
that  the Government has moved.  It 
partially reflects the amendment mov
ed  by Shri Tulsidas.  I do not know 
why  at this stage Government wants 
to  delete that  qualifying  provision.
I  would have wished that this should 
have been extended to public com
panies.  There may be a concern  in 
Bombay and its shareholders may be 
in Calcutta, Madras.  Many of them 
would like to appoint some of their 
iriends living ifci Bombay  to repre- 
-sent  them in the company instead of 
having another member of the parti
cular  concern. Where is the  harm
in  giving the proxy to him?  It has 
been said that there may be mischief- 
mongers.  But if you  weigh both 
sides  I  think the balance of advan
tage  is much greater in this  way
thati one person coming and creat
ing some mischief. Shri Tulsidas has 
given an example and said that there 
were  professional  mischief-mongers. 
They are  everywhere.  Government 
thinks  that certain Members of ihm 
Opposition are mischievous....

Dr. Krislmaswami: No.

Shri K. K. Basu:  My friend Dr.
■Rrishnaswami may  not be one  of 
them.  The  millowners think  that 
labour leaders are professional  mis- 
.chief-mongers.

•2 P.M.

Shri S. S. More: But, can Dr. Kri- 
nhnaswami speak  for the  Govem- 

tneiitT

Shri K. BL Basu: There is no point 
in  saying that professional mischief- 
mongers stand in the way of smooth 
functioning of the  meeting  ol  ih 
shareholders.  As I said, if we  take 
the balance of advantage.  I certainly 
think that  in the present context  of 
things m our  country where  large 
numbers of shareholders are spread 
all  over the coimtry and the share 
holders’  meetings  take  place  one 
thousand or two thousand miles away, 
it is absolutely necessary that out
siders should be given a right to be 
appointed as proxies and,  if neces
sary,  they  should be  allowed  to 
speak.  As  far as I  remember,  the 
Joint Committee after due considera
tion more or less came to a compro
mise formula and accepted  the Eng
lish  Act and also the recommenda
tions of the Bhabha Committee.  I do 
not understand—as any  friend  Shri 
Asoka  Mehta just now  said—̂what 
new facts weighed with the  Gk)vem- 
ment that they should come up with 
an amendment seeking to delete the 
provisions  regarding  private  com

panies.

Then, Sir, I would like to rêer to 
another amendment of the  Govern
ment regarding clause 187 by which 
they want to add a new sub-clause 
(5A) which reads;

“(5A)  A  banking  company 
shall not be bound to circulate 
any statement under this section, 
if, in the opinion of its Board of 
directors, the circulation will in
jure the interests  of the  com
pany.”

Under sub-clause 5 this power was 
given to the court. I do not  under
stand why,  today, the  Government 
thinks that even the court is not com
petent to do it.  Why is it left  to the 
hoard of directors in the case of  a 
banking company?  In the volimie of 
evidence that was given either before 
the Bhabha Committee or before the 
Joint Committee it has been  clearly 
pointed out  that on many occasions 
it  is the  board  of directors  that 
present a coterie  or a small  clique
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and oust the  shareholders or  even 
the eommon man’s  interest in  the 
particular  transaction, either  in  a 
bank or in any other concern. There
fore,  when this power was ifiven to 
the court to determine on the appli
cation either of the company or any 
member that certain  matters need 
not  be circulated if they are found 
defamatory or against the interests of 
the company, I do  not understand 
why  a special provision is necessary 
that  in the case of a hanking com
pany  the power should be left to the 
board of directors to determine.  In 
our, part,  during the last ten years, 
a  number of banks have gone  into 
liquidation and regarding which  al
legations were made about the  ma
nagement.  Possibly, if there  were 
some  sort of active shareholders or 
some people interested, they might be 
in  a position to give out certain se
cret  or  certain facts  about  mis
management.  Therefore, I urge 01* 

the Government not to press for this 
amendment and keep the provisions 
as  they are.  It is the court, after 
all, V which should determine whether 
a  particular thing is defamatory or 
not and 1  think, the court, as it  is 
constituted even today, will look  to 
the interests ot the concern and the 
commimity at large.

In this connection, ̂ have g>ven an 
amendment this  morning which,  1 
think, has not been accepted.  It  is 
with regard to clause 164  regarding 
ftatutory meeting and statutory  re
port of  a company.  In  sub-clause 
<3) (g) it is said:

The statutory report shall set out:

“the arrears, kt any, due  on 
calls from evex̂  director; from 
the  managing  agent,  every
partner of the managing  agent, 
every firm in which the managing 
agent is a partner, and where the 
managing agent is a private com
pany, every director thereof;*’

Here I want to add “not  only  a 
director, but a member of a  private 
company”.  A private company  is  a 
sort of a partnership  with  limited 
liabUity.  They take all the  advan
tages  of  a private  company  witlk 
Umited Uability and also the advan 
tages of a  partnership concern  be
cause they  are  considered to be  a 
group of friends or a sort  of family 
concerns.  Therefore,  regarding  the 
arrears of call ifa the case of a private 
company it should not only be  res-̂ 
tricted to every director but it should 
also apply to every member.  Often 
we have seen—especially nowadays— 
that many of the  old joint  family 
businesses or family partnership con
cerns are converted into private com
panies.  There are two or three ap
pointed directors but there are other 
20  people who are equally interested 
in the concern.  There  may be  ar
rears of call regarding those people 
also.  Therefore, 1 have given notice 
of an amendment this  morning—un- 
fortimately it has not reached in time 
—saying that it should apply not only 
to every director, but to every mem
ber  of a private company.  After all 
the membership .of such  companies, 
will not exceed 50.

Shri M. C. Shah:  What  is  that
amendment?

Shri K. K. Basu: It is to clause 164,.
sub-clause (3) (g).

That  has not

That is true.  It:

Shri M. C. Shah:
been admitted.

Shri K. K. Basu:

seems so.

Mr.  Depnty-Speaker:  Wherever
notice has been received late, if the 
Government is willing they can ac
cept it.

Shri BL K. Basa: The other day rem
were pleased to  admit an  amend
ment of Shri Gadgil.

Mr. Depntgr-Speaker:  The  hon.
Member may persuade the  Govern- 
BMut  to accept tt
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Shri M. C. Shah: Shri Gadgil mov
ed bis  amendment on the  previous 
-day and so it was accepted.

Shri K. K. Basa: It is not correct. 
Our amendment is an earlier number. 
J hope the hon. Finance Minister will 
fee  correctly posted.

Therefore, if the Finance Minister 
is willing to accept and waive the 
'Objection of notice I would like to 
move my amendment.  It is  not  a 
very vital change,  it is only a sug- 
jgestion.

Lastly, I would like to  say  a few 
words about my amendment regard
ing  workers* representation on the 
board of directors.  We cannot  say
whether the manner  in which  we 
have tried to make  provisions with 
regard to this ite fully correct or not, 
but we feel the time has come in our 
country  when the workers  should
actively participate in the  manage
ment.  It is absolutely necessary that 
in  the board of directors, which un- 
4ier  the present law is the form un
der which companies are  managed, 
the workers should have active parti
cipation.  It is often said: after  aU, 
it is shareholders’ concern.  But, why 
is  the Government  taking part  in 
•eveiy concern?  Whether it be body 
corporate, bank, insurance  company, 
Jiite  mill,  cotton miU  or  a  mine, 
apart from the shareholders the com
munity  has an interest and similar
ly  the workers also have an interest. 
We know in  many insurance  com
panies—I myself know  two cases— 
which ultimately  had to be  taken 
over by the Government, the workers 
gave  out certain facts which showed 
how things were mismanaged.  And, 
possibly, if the workers had a right 
to  appear  in the meetings  of  the 
shareholders they could have come 
out and said many things about the 
position  of  the  management.  We 
know in  the case  of cne big  bank 
wh’ch had to  close down all  of  a 
sudden, the workers came out with a 
certain facts, but people said that it

waj  due to group jealousies that  a 
section of  workers were  trying  to 
speak ill  of the  management  and 
therefore  due  consideration  was 
not given to facts.  Ultimately, when 
that  particular  bank had to  close 
down, during the winding up proceed
ings certain facts came out  in  the 
court about the managemnt and what 
the  workers had said proved to  be 
fully correct.  Therefore, I feel  that 
the workers must be allowed to parti
cipate in the management  and when 
we  have accepted the board form of 
management, the workers should  be 
allowed  to be  represented on  the 
board.  We have given a suggestion 
to  this effect.  If the Government ac
cepts  the proposition that the work
ers  will have the right to be repre
sented on the board  they may add 
other provisions  with regard to the 
manner of election.  Of course, Shri 
K. P.  Tripathi has said  about  the 
question  of unifts and  ofHer things. 
Whatever it  may  be, if  a man  is 
given a right it is always fuUy utilis
ed.  We have seen in our country that 
the  adult franchise has been  fully 
utilised.  It was said that in a poor 
country like India with low  literacy 
adult franchise wiU be misused  but 
our experience has been  that to  a 
large extent the people did exercise 
their right to the best of their ability. 
Therefore, I feel that the amendment 
we have moved  regarding workers’ 
participation  in  the  board of direc
tors should  be accepted by the Go
vernment.  As to the manner of elec
tion they may or may not accept our 
suggestion.  They  may  bring  m 
their own  scheme.  This  must  be 
done  because  this  is  not  only  a 
shareholders’ concern.  The  produc
tive forces should not be allowed  to 
lie idle in the interests of the com
munity.  Similarly, the workers have 
also  a  êat stake in  the concern. 
Very often it is said that a company 
closes down because the management 
thinks that it is not able to run  it at 
a profit or flor some other reason, the 
company closes down. ̂ Of course, un
der the several labour laws that are 
in  force, the Government have taken
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powers to mae  or initiate an en
uiry.  If the oemment hae ac
cepted the proposition that apart from 
the  shareholders  the community of 
worers should hae an interest  iri 
the particular organisation, then,  it 
is  absolutely  necessary  that  the 
worers,  who constitute one of the 
biggest productie forces, should  be 
represented on the  management.  So 
long S we hae accepted this parti
cular form of management, it is abso
lutely  necessary  that the  worers 
should hae a share of representation 
on  the board of management.  Wifth 
these words, I  reuest the  oern 
ment to accept  this principle,  and 
if they accept it, the principle as to 
the manner of election, etc., can  be 
discussed  when the  alternatie pro
posals and schemes in that regard 
come  up  for  consideration.  About 
the other aspect to which I  referred 
earlier,  if oemment waies notice, 
I can moe the amendment.

Shri  hnnjhimwala  ( hagalpur 
Central) y amendments are 375, 
376 and 377.  I agree with Shri Tulsi
das  when he says that our oern
ment is in the habit of adopting  the 
nglish law without taing into con
sideration  the  circumstances  which 
preail there and the  circumstances 
which preail here.  Similarly, I shall 
not  blame Shri  habha if he  had 
adopted the decision  of the  Cohen 
Committee which was appointed  to 
eamine the conditions  in  ngland. 
There,  they came to the  conclusion 
that so far as the uestion of the 
right  of the proy is concerned, pro
ies should be allowed to ote  but 
not to spea.  They hae said  that 
generally they would hae lied that 
the  light of speaing should aso be 
gien  to the proy but that they did 
not  thin it proper.  ut the share
holders position as regards residence 
in ritain is uite different from that 
in India.  ritain  is a ery  small 
country in point of sie and the share
holders there  do not lie  ery far 
from  the  registered  office of the

company wĥ e the meeting is gene
rally held.  Here in Indi the share
holders lie thousand or two thousand 
miles away  and they hae to loo 
to their interests and then come to 
the meeting.  In the circumstances it 
is ery  difficult for them to loo to 
their interests.  Shri N. C. Chatterjee 
has said that this law is of no good 
unless the shareholders  tae actie 
interest,  but  how can they  tae 
That is the  difficulty.  There is  no> 
proision here which will enable the 
shareholders to now what  is  hap
pening in the company.  I shall deal 
with that aspect later on. ut  here, 
what I am suggesting is that when a 
proy can be appointed in order  to 
gie the ote—and that man, as the 
Finance inister has ery well put, 
is  a  mute man—̂no respectable man 
who would lie to go as a proy will 
be simply willing to raise his hand 
and stand unless  he is allowed  to 
spea.  The man  who epects  that 
a  proy must belong to one of the 
two big groups who will be fighting 
in  the board of directors as to who 
should get  the upper hand is  not 
looing to the interests of the mino
rity  shareholders  who  reside  far 
away.  Normally  I do not lie that 
some outsider should come and  tae 
part  in the discussion.  There might 
be something  which should not  be 
diulged to  the outsider, but  whOT 
he  is appointed by the shareholder 
as a  proy,  the  shareholder  also 
has to loo to the interests of the com
pany, because, if the company loses 
and is mismanaged, it is the interest 
of  the shareholder also who  sends 
his proy to spea on his behalf and 
to gie ote.  Therefore, in my opi
nion,  there is no harm in giing the 
power of speaing to the shareholder̂

Some suggestion was made by Shri 
S. S.  ore  that  the  shareholder 
should be gien  an allowance  for 
attending  the  meetings.  I  consider 
that it is going too far.  Supposing if 
a  company is floated in ombay and
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i shares are brouht rom throuh
out India,  I miht lie to  purhase 
shares rom every bi town and  so 
one in a year  I may lie to mae a 
tri> to that plae at the ost  o the 
ompany.

Shri S. S. More What is the harm

Shri hunhimwala  The ompany
will o to dos  it will o into insol
veny.  That is  the harm  nothin 
more.  In my opinion,  i a represen
tative o, say, ive per ent, o the 
shareholders lies to o and attend 
the meetin —I am  not sayin  that 
every shareholder should  attend—he 
must be paid an allowane.  I would 
su est that some provision should be 
made  in this  bi volume where  a 
representative o ive per ent, o the 
shareholders—i he wants  to attend 
the meetin —should  be iven  the 
same allowane as that o a diretor 
who attends the meetin.  My  hon. 
riend Shri Tulsidas said that proes
sional  mishie-monerin  will  be 
induled in by the system o proxies. 
He smeUs mishie-monerin even in 
a  mute  man.  In that  ase,  why 
dont you employ a  speain man 
I  as the Finane Minister as to who 
will really reate mishie.

andit Thaur Das harava ( ur- 
aon)  To start with, I want to ust
mae  amends or the soeeh whih 
I  made a tew days ba  in relation 
to  lai2ie 52.  I was under the im
pression that imder lause 52,  êre 
were our alternate modes o servin 
notie, et.  I was also under the im
pression  that  the ompanies  were, 
as a matter o at, not bound to send 
to  every person throuh post,  the 
noties, et., and that they ould have 
reourse to advertisement • as iven in 
sub-lause (3) o  lause 52.  There
ore, I  was rather  worried  about 
lause 171 whih says that notie  o 
every meetin o the ompany  shaU 
be  îven to every member  o  the 
ompany  in any manner mentioned 
in sub-lause (1) to (4) o lause 52. 
From that lause, I onluded that I 
a  ompany wanted to ive notie by

advertisement it ould do  so.  ut 
when I onsulted a riend  o mine, 
he brouht to my notie that this  is 
not so.  Under lause 52, advertise
ment is  only meant or two speiied 
lasses o people.  The ompany ilŝ 
as a matter o at, oblied to have 
reourse to only one way, and that is, 
they an serve their notie by post. 
I  am sorry that  I ommitted that 
mistae and I wish to tae ba  what 
I  said about lause  52 then.  The 
proper  interpretation o  lause  52 
would mean that every ompany  is 
oblied to send noties, et., by post,, 
and the  alternate lause is  meant 
only or those persons who live out
side India and to whom reistered̂ 
noties, et., annot be spent in India 
or la   o their address.  In  their 
ase,  advertisement is resorted  to. 
The word may* in lause 52  really 
means shall and I thin that lause 
52 is  all riht.  I was mistaen  in 
submittin to the House that the al
ternate mode o servito notie should 
be abolished.

So ar as proxy and representation, 
o  worers is onerned,  I am  in 
avour o the priniple o the amend
ment moved by Shri Sadhan upta,
I  am also desirous  that so ar as- 
proxy î  onerned,  he should  ̂be 
allowed to spea both in  the publi 
ompany as well as  in the  private 
ompany.  I do not see any  reason 
why a proxy who is really an attorney 
or the shareholder, should not be al
lowed to spea.  There is absolutely 
no  reason or  that.  I the  share
holder an spea, why not the proxy 
whom the  shareholder appoints  aŝ 
hite own aent.  At the same time, it 
has  been said that mishie-moners 
may ome in, this and that.  On  the- 
ountry, i a person wants to do some 
mishie,  he an do it by  purhase 
o one share.  What is the value  o 
one  share  ater  all  It  may  be- 
a. 100, s. 50 or s. 10.  I a person 
really wants to do somethin by way 
o mishie,  he an very easily buy 
one share, ome there and do what
ever he Ues.  My riend says  that 
there Is  an absolute  riht in  the
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îrectoî to  refuse the transfer of a 
share.  If this power is going  to be 
utilised in this arbitrary  manner,  I 
would rather Uke that  this absolute 
power should be curtailed to a reason
able extent.  The hon. Finance Minis
ter has been pdeased to tell  me that 
when the rules are made, he will  see 
that this use of power *in an arbitrary 
:manner is not allowed.

An Hon. Member: What about right 
of appeal?

Pandit Thakur Das Bhargaya: There 
is no question of right of appeal.  I 
ŝhould say that this arbitrary exercise 
of power should never be allowed. In 
any case, my humble submission  is 
that when a person comes as a proxy, 
I  see no reason why he should not 
be allowed to speak either in a pub
lic  company or in a prifvate cwnpany. 
What is the basis of the  complaint? 
They say that  shareholders  do not 
lake proper interest; they want that 
the  shareholders should  take suffi- 
*cient interest.  In what ways can they 
take sufficient interest?  Firstly, they 
must be  present in  meetings.  Mr. 
More said that some TA. should  be 
given to the  shareholders.  I know 
-that when there  a general-meeting, 
the directors wlio come  there draw 
fat T.As.—Rs. 100 or Rs. 200 a day- 
some sumptuary allowance and other 
allowances, whereas- the  shareholder 
who comes there has to pay his  own 
expenses.  I understand that there 
may be  a  very large  number  of 
shareholders coming from long  dis- 
i;ances and it may be difficult to  pay 
aU their exi>enses.

Shri S. S. More: My suggestion was 
that TA.. may be given to any share
holder if  he demands it.  All are not 
going to make demands to that effect.

Pandit Thakur Das Bhargava: I do
not know wherefrom Mr. More got this 
proposal.  Thite Is my proposal also, 
and  I was just submitting it before 
Mr. More rose  to  speak.  It  also 
occurred to me that one way to make

the shareholders attend the meeting 
would be to give them TA.  If they 
are given T.A., then they will come 
in larger numbers.  What happens in 
a  company meeting?  What is  the 
provision that you have made?  You 
have said that five persons shall con
stitute a quorum, because you know 
they will not come.  What is general
ly  done in company meetings is that 
the  clerks and others who have got 
one share are called and they consti* 
tute the  quorum.  As a matter  of 
fact,  the directors, their stooges and 
the servants of the company are  the 
only  i>eople  who are present and 
the general meeting is nothing but a 
huge joke.  I have no exi>erience  of 
company  meetings in Calcutta  and 
Bombay, but....

Shri K. K. Basn:  It takes only 15 
minutes.

Pandit  Thaknr Das  Bhargava:  I
have been a director of certain com
panies in the  mofussil and I know 
what happens.  I do not  want  that 
the  shareholders should not  come. 
When you give the right to the share
holder to engage a proxy, and you put 
an embargo on the person by saying 
that he should not  be  allowed  to 
speak.  You take away by one hand 
what you are giving by the other.  I 
say that he should be allowed to speak 
if the meeting is to be lively.

My reason for supporting the prin
ciple  of Shri» Sadhan Gupta’s amend
ment is that if you allow the workers 
to participate in  general  meetings, 
the meetings will be very lively be
cause they know the ins and outs  of 
the company.  They are on the spot 
and  they know where  the trouble 
lies  and where the company people 
have  swindled.  They  know  these 
thinks  and the  shareholder  knows 
nothing;  he comes auifte blank know
ing  nothing about the company.

As regards the provision for gene
ral meeting»y I am of the view  that
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instead of one general meeting each 
year,  there should be two meetings. 
One is the general meeting and in 
the other meeting, the shareholders 
should be called and they should be 
explained the details of the work-'ng 
of  the company and other things, so 
thajt they may know something about 
the company.  It should be the duty . 
of  the management  to explain  all 
these matters  to the shareholders.  I 
would rather like that in all  com
panies having a capital of Rs. 10 lakhs 
and more, there should be some share
holders’ association  where after  six 
months or so, they should discuss all 
the matters relating to the company.
If that i«s done, shareholders will take 
some  interest in the  affairs of  the 
company.

As regards the participation of the 
workers, I must say one thing. For a 
long time there has been a legal dis
pute about the  question of  bonus. 
Some say that  bonus is by way  of 
grace and others say that it is by way 
of right.

Shri S. S. More: Deferred wages.

Pandit Thakur Das Bhargava: Some
thing  like  that.  I  accept—and 
Government have also accepted—̂that 
no civilised country can at this stage 
of civilisation say that as a matter 
of fact the worker has no rîRht what
soever to partake in the management 
or  that he has got no rights in the 
company.  If  the  financiers  of the 
management contribute to the profits 
of the company, the workers also in 
a  very direct way contribute to these 
profits and unless and until the worker 
himself is allowed to feel  that  he 
has got a stake in the matter, he will 
never work earnestly.  The  go-slow 
policy and all  the strikes  emanate 
from the fact that the people in  the 
management pose as owners and the 
workers are regarded as hifred labour
ers  This is entirely wrong.  If you 
do want that there should be more 
production  in the country,  if  you 
want that even one-hundredth part of 
the jocialistic pattern is to be brought 
about in the country, we must realise,

265 L.S.D.

we  must admit and we must prove 
by our action that as a matter of fact 
they  are particit)ators and that they 
are essential parts in a factory.  The 
hon. Finance Minister was pleased to 
say  that as the Planning Commission 
was  considering  this question,  he 
could not make any  pronouncement 
in this regard; I know that when  the 
Planning  Commission had  decided 
this question, the hon. Minister would 
give us his views.

When I stood  up and said  some
thing about the appointment di direc
tors so far as the labourers were con
cerned,  I  was  of  the  view  that 
labour should not be allowed to have 
their own directors, at this stage.  I 
am not opposed to the participation 
of labourers in the form of directors, 
but at this stage  I am very  much 
afraid whether  the labourers  will 
have true or good representatives. If 
you ai>point a director like this,  he 
will be like a pistol at the hearts of 
other directors and as long as labour 
is not fully educated, he will not realise 
his own duties.  You are not allowing 
them on the plea that they are not 
educated  and they will  not realise 
their  responsibilities.  But,  at  the 
preliminary  stage,  at the  primary 
stage, or at the school stage I should 
say, if you do not allow them parti
cipation, when will you allow them 
this participation’  I ask, were the 17 
crores of voters educated when  you 
granted them adult franchise?  I say 
that if you want to make  a begin
ning, this is the proper place.  I have 
already said that if there arê share
holders present at the meeting,  the 
meeting  will  be very  lively  and 
questions will not be decided as  at 
present, with four or five mute mem
bers doing nothing.  If you allow the 
labourers also to participate in  ttie 
affairs of the  company, after  some 
time, say,  two or three years,  the 
labourers will evolve a consciousness 
and they will understand where their 
interests lie; they may  also become 
shareholders.  I shall give an exam
ple.  I was one of the promoters  of 
a  company and we allotted 2 lakhs 
shares so that the labourers or  the
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peasants who were  bringing sugar
cane to our factory might be able to 
buy  them.  We waited  for two  or 
three years—I am speaking of what 
happened  in  1933—̂but  very  few 
people came  forward to buy  them 
and these shares had to be given to 
other people.  I know that so far  as 
the labourers and i>easants are con
cerned, they are not in a position to 
buy  the shares.  If they  are in  a 
position to buy them, they would be 
glad to do it.  Who does not wish to 
buy a share?  Therefore,  I  would 
wish that a portion of the protits 
may  be  coverted  into  bonus 
shares or something like that for the 
labourers.  But at the same time, we 
have agreed that there are only two 
kinds of shares—equity shares  and 
preference shares.  I say that  some 
labourers’  shares  should  also  be 
allowed, so that they would get some 
concession or benefit.  So far as sugar 
companies are concerned, it  would 
have been very good if some part of 
their wages were turned into equity 
shares, so that they would have  got 
some benefit.  You set aside  a por
tion, say 10 per cent, of the dividend, 
make them into  bonus shares  and 
make the  labourers the owners  of 
these  shares.  This  is the way  in 
which  you  make  labour  parti
cipate  in the  management of  the 
company.  But till ̂ we  are able  to 
achieve  this we should  find  some 
other  means of  enabling them  to 
participate in the management of the 
concern.  This will be an education 
to them; this will be an education to 
the company; and this will be a res
traint on the management.

You may not in  the first instance 
allow them to participate  as direc
tors.  You may do that  after some 
time when you are satisfied that labour 
is  conducting  itself  properly.  I, 
therefore, support the  two amend
ments moved by Shri Jhimjihunwala 
and Shri Sadhan Gupta.

Shri C. D. Deslimukh:  I  do  not
know what more I can do in regard to 
workers* representation. Shri Sadhan

Gupta who moved a series of amend
ments in this regard said that Gov
ernment must act up to their profes
sions and that they should not raise 
any technical objections.  Now, I am 
not aware of any professions having 
been made by  Government in  thi* 
matter.  If he is referring to what I 
said the other day, what I said was 
that the Labour Minister had drawn 
up a paper considering this  among 
various other aspects of employer-em- 
ployee relationship in industry and 
labour matters generally.  That  is a 
note which, I think, extends over 25 
to 30 pages and as I said it is before 
the Planning Commissi6n.  After the 
Planning Commission has considered 
it in aU its aspects, it will be placed 
before Government  for  a  decision. 
Therefore, today what  we  have  in 
front, not here before the House, but 
certainly befô-e the  Planning  Com
mission, are the views of the Labour 
Ministry.  There has been no expres
sion of views on this by the  other 
Ministries  of  Government,  some of 
which have some interest in the mat
ter, like the Commerce and Industry 
Ministry, the Ministry  of  Economic 
Affairs, or the Ministries which  are 
managing Government concerns, like 
the Production Ministry or the Minis
try of Railways and so on and so forth. 
Therefore, it seems to me that it Is 
premature to ask -me to accept any
thing in principle.  My simple answer 
is that I am unable to accept anything 
at this stage however  eloquent  the 
pleading may be and I think it some
what premature for me to enter into 
a discussion of the merits of the case.

I do not know which scheme  will 
finally be accepted, whether a scheme 
like this where the employees or a 
certain proportion of them will be re
garded as equivalent to shareholders, 
or whether they will be given a share 
in the board of management.  There 
may be something to be said for each 
of these courses. Prima facie, I should 
have thought—that is voicing a per
sonal opinion—that if workers are to 
be associated  with  management,  it 
does not profit  them very much  if
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they attend one annual general meet
ing, or as the hen. Member who has 
just sat down said, two meetings in 
the year.  It is very much better, it 
seems to me if it is accepted in prin
ciple, that they should be associated 
with the board of management.  That 
falls in line with what is done in re
gard to other interests.  Sometimes 
debenture holders are given represen
tation; there may be a condition in 
their trust deeds that debenture hold
ers may be represented on the board 
of management.  It is usual also,— 
as I had occasion to say in the course 
of previous debates—̂that  a  person 
who lends money sometimes makes a 
condition that a nominee of his should 
be taken as a director.  And certain
ly so far as direct Government loans 
to private enterprise are concerned, it 
is usual for Government to stipulate 
that one or two Government directors 
should be appointed.  Now. that illus
trates the general principle that there 
are other parties interested besides the 
holders of the shares in the manage
ment of a company. For instance, Gov
ernment  represents the community. 
The community has a  very  lively 
interest in how the affairs of a company 
are managed.  Now we are not carry
ing that far enough, or too far, in the 
sense of requiring  that  government 
directors should be appointed to every 
enterprise, because there  are  other 
means by which Government is able 
to control and regulate industry. There 
is the Industries Control (Development 
and Regulation) Act.  But where Gov
ernment has a specific financial inter
est or stake, then I say it is usual for 
Government to stipulate  that  there 
should be Government directors.

Now, it is a platitude to say that 
the employees also are interested in 
the good management of a company, 
because if it is badly managed and if 
it is suffering a series of losses, their 
wihole occupation is in jeopardy and 
they have to have recourse to other 
means like appealing to  Government 
to see that the particular concern is 
saved.  Since prevention is better than 
cure, one could argue that it would 
be litter if workers had some kind of

say in the actual management of com
panies.

As I say all these issues are open. 
Government have not closed their mind 
to anything and they will be awaiting 
the advice of the Planning Commis
sion.  In the circumstances, I do not 
know if anything is to be gained by 
my going into the merits of the matter.

For instance, in regard to the exam
ples that we seek to draw from Yugo
slavia or the USSR,  in  both  these 
countries, one must  remember  that 
one is dealing with public enterprise 
alone, whereas this Bill largely re
lates to private enterprise.  There is 
a chapter—a very small  chapter—on 
Government companies, which  might 
be mixed enterprise, or public enter
prise, but for the best part this Bill 
deals with public enterprise.  There
fore, there is aio exact counterpart 
in  the  system  followed  either in 
Yugoslavia  as  the  hon.  Member 
opposite said or even in USSR.

Shri M. S. Gmupadaswainy:  What
about Germany?

Shri C. D. Deshmukh:  In Germany 
they are following a course of action 
which is not identical with either of 
the schemes suggested, that is to say, 
they are not regarded nationally, or 
by statute as members; nor are they 
on the board of directors.  The struc
ture of companies in Western  Ger
many is different.  He referred to an
other body called the Council of Super
vision.  Now it is that Council of Sup
ervision which contains the represen
tatives of workers. Now, judging from 
the information that we have at our 
disposal, it does not seem that  the 
workers* representatives have  much 
say in the decisions of the Council of 
Supervision.  But that is a matter of 
the operation of this machinery.  But 
the important point is that even the 
Council of Supervision is a compara
tively distant body, possessing limited 
powers of actual supervision or con
trol for the really effective body is the 
board of management which  is  the 
board of  directors  in  a  company, 
managing the day to day affairs  of 
the company.
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Shri Asoka Mehta:  May I point out 
that under the German law. the Coun
cil of Supervision is something in bet
ween the general body and the board 
of directors, but  as  you  said  the 
management is in the hands of the 
directors.  Now, there are three direc
tors appointed, of whom one is the 
labour director, who is appointed  by 
the labour members of the Council of 
Superv’sion and all the three directors 
have joint responsibility.  So in that 
manner, the workers  are  able  to 
exercise a considerable amount of in
fluence over the management.

Shri C. D. Deshnmkh:  May be; but
the active body  is  the  board  of 
management.

Shri M. S. Gurapadaswamy:  Even
in the board of management there is 
participation of labour.

Shri C. D. Deshmukh:  I have not
said that participation in the board of 
management is barred.  I am trying to 
say that 25 per cent, or whatever it 
is in the council of  supervision,  is 
something which has no counterpart 
anywhere êe.  The real power rests 
with the board of management.

As I said, it is  the  latter  body 
which is the active body, the adminis
trator and representative of the com
pany and tiieir authority is unrestrict
ed.  The German law says that any 
restriction imposed on the board of 
management by the memorandum or 
by the council of supervision will be 
binding only as between it and  the 
company and has no effect with re
gard to third parties.  In other words, 
the board of management can  enter 
into contracts with third parties and 
otherwise carry on the activltl̂  of 
the company in relation to third parties 
without any  interference  from  the 
council of supervision.  The council of 
supervision is entHled to ask questions 
and seek information and may  also 
call upon the board of management to 
submit a report on the affairs of the

company from time to time.  A well 
known student of corporation law has 
pointed out:

“Whatever may have been the 
original idea in the old German 
law of 1870, the present  trend 
has been for the board of manage
ment to be the main authority and 
the members of the  council  of 
supervision are often regarded by 
the critics of the German system 
as typical examples of the idle 
rich, a view to which some colour 
was lent by the fact that certain 
persons managed to obtain a large 
number of posts in the council of 
supervision.”

This is from the Manual of German 
law, volume 1, published by the Sta
tionery office, U.K., page 243.

Therefore, as I said, this system is 
somewhat different and it is the only 
example, at the moment where  we 
have the direct as well as indirect re
presentation  of  workers  on  some 
organs of management.  Apart from 
that, I am not aware that there are 
any other instances.  But, as I said, 
that would not prevent us from taking 
a proper decision in regard to  this 
issue.  It is not open to me at the 
moment, because the paper is not with 
me. to state exactly what form the 
recommendation of the Labour Minis
ter takes in regard to workers* repre
sentation.  All I say is, until the Gov
ernment has had time to consider this 
on receipt of the recommendatton of 
the Planning Commission, it will not 
be possible for me on behalf of the 
Government  to  accept  any  such 
arrangement in principle and therefore 
to agree to any amendments  which 
seek to implement this.

There  were  other  issues  raised 
which, again, it is not necessary  to 
deal with at any great length.  For 
instance, the provision in clause 76 
for loans, and the other  interesting 
suggestion which seems to find some 
favour here, that bonuses, if they are 
regul »r erough, may be turned into 
shares.  I do -not think  that  that 
really goes to the root of the matter.
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Because, what the workers get is some
thing for their money ana tiiat is a 
right which every citizen has.  He 
may borrow money not from his com
pany, but from someone  else.  If a 
citizen borrows money or chooses to 
put either a windfall or some regular 
income into investment in the shares 
of a company, that is not an  extra 
right that we are giving.  Therefore, 
it seems to me that the problem will 
have to be dealt with on its merits as 
a question of representation of work
ers in some form of association with 
the management.

There was some reference by  one 
hon. Member to the Government de
cision to issue bonus shares.  I think 
his criticism is mis-conceived in the 
sense that what he is really objecting 
is to the accumulation of reserves and 
not their conversion into bonus shares. 
If the reserves are ploughed back into 
the affairs of the company, then, as 
he himself admitted, they have  the 
result of increasing the capital value 
of the assets of the shareholder, so 
that, if it is origina’ly a share of Rs. 
100, if the reserves are equal to the 
original capital, maybe I  am  over
simplifying the problem because there 
is no arithmetical relation like  this, 
but maybe, the actual market value 
of the share is Rs. 200, in which case 
he will be able to sell in the market 
and get his Rs. 100 extra, the incre
ment on his capital.  What the com
panies are wanting to do is to convert 
the reserves into bonus shares.  So far 
as the shareholder is concerned, the 
state of affairs remains more or less 
the same.  Instead of having one scrip 
of Rs. 100 and a potential capital gain 
of Rs. 100 on the sale of a share, he 
has two scrips of Rs. 100 and Rs. 100 
on which dividend has to be distribut
ed.  It has a certain amount of ad
vantage which is a minor one in that 
when the dividend is declared, it is 
regarded as a oercentage of the total 
capital.  Therefore, if the capital has 
doubled, shall we say, the dividend 
does not appear as high.  In other 
words, instead of giving a 8 per cent, 
divided on the original  capital, on 
the issue of bonus shares equal to the

original capital, maybe that the divi
dend Will appear as 4 per cent, on the 
capital.  Perhaps, the companies want 
to escape a certain amount of criti
cism for giving extra return. But, any
one who is tamiliar with these matters 
knows, or should know, that the re
turn should be measured in terms of 
the total capital at work: that is to 
say, not only the original capital, but 
whatever else is ploughed into  the 
business in the form of reserves and 
so on.  What the hon. Member com
plains of is that there is a tendency 
or may be a tendency not to distribute 
profits and therefore  reinforce  the 
claim for bonus, but to put the money 
into the reserve as undistributed pro
fits.  If that is the case, that is a 
matter which will have to be dealt 
' with in some other way.  In other 
words, knowing that  there  is  t  ̂
ruling of the courts, it is conceivable 
that companies would want to plough 
back into the reserves rather than 
distribute as dividend larger and larg
er sums of money. On the other hand, 
we know that public interests will be 
served by a certain amount of profit 
not being distributed, but going into 
the reserves  and helping the private 
sector to expand itself in directions in 
which it is allowed to expand by our 
economic  policy.  In  other  words, 
there is a conflict of ends; there are 
competing objectives.  We may our
selves be charged with taking incon
sistent action.

On the one hand, we have amended 
section  27A of the Income-tax  Act 
which brings within the purview  of 
this larger and larger number of pub
lic companies in certain circumstances. 
On the other hand, we give a rebate 
of Income-tax on undistributed  pro
fits, one anna.  Therefore, we may be 
said to encourage accumulation of re
serves.  That is a matter which will 
have to be studied in all its aspects and 
if one finds that there is a tendency to 
build too many  reserves,  not  only 
from the point of view of workers, but 
from the point of view of consumers 
also, something may have to be done. 
That is why I said, in answering that 
question the other day. that the grant
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[Shri C. D. Deshmukh] 

of permission to issue bonus shares is 
irrespective of any decision to tax or 
not to tax.  In other words, it is still 
open to us to tax.  It is fair to warn 
everybody concerned  that  whatever 
has been issued now can also be sub
jected to tax. because the tax  will 
operate in respect of all the transac
tions of the current  financial  year. 
What form that tax will take if at all 
we tax, I cannot say.  All I can say 
it that anyone who receives bonus 
shares need not imagine that he  is 
immune from the results of any taxa
tion that we might wish  to impose. 
Therefore,  we  are  not encouraging 
anything. Unless the hon. Member’s 
point of view is that bonus  shares 
themselves may be forbidden  alto
gether, his real point is that excessive 
reserves should not be built up.

Shri K. P. Tripathi: That is not my 
point  My point is that in this pro
cess of  capitalisation,  the  workers 
should not suffer.  The industrialists 
should not take it that rather than 
giving the workers bonus, why not 
capitalise it so that it may become our 

own.

Shri C. D. Deadunnkli:  That is what 
I said.  It is in a sense capital.  As 
soon as profits are not distributed, and 
they are put into reserves, then the 
harm is done from the point of view 
of the hon. Member.  It is not this 
further action of the -grant of bonus 
shares.  That is  a  separate  issue. 
There is very little distinction between 
reserves ploughed back into business 
and their taking the form of bonus 
shares.  That is all I think I need say 
on this matter.  Again I repeat we 
are not in a position to accept in prin
ciple in this respect, but the inference 
should not therefore be drawn  that 
we are opposed to it because some de
finite suggestions in this respect have 
been made by the Labour Ministry to 
the Planning Commission.

Then, I come to this question  of 
proxies.  Now. the facts are that the 
Cohen Committee thought that it was 
an important right for the proxy to be

able to speak as well as to vote, and 
have made a recommendation accord
ingly.  The fact also is that when the 
Act was passed the right was given 
only in respect of private limited com
panies and not to public limited com
panies.  Now. the hon. Member says 
he cannot understand.  All I can say 
is that on many things in this world 
it is possible to have a difference of 
opinion and a large number of Mem
bers of Parliament, who must have 
studied the recommendations of  the 
Cohen Committee, came to the conclu
sion that for some reasons which ap
peared good and convincing to them, 
the right should  not  be  given  to 
proxies to speak in public limited com
panies.  Now, the same kind of argu
ment was advanced here and appears 
to have influenced the members of the 
Joint Committee.  All that one can do 
is to agree to differ on this matter.

The next point I should  like  to 
make is that since in the magor field, 
that is to say, in public companies, for 
some reason—the reason, of course, is 
the possibility of disturbance, of some 
unpleasant experience which has been 
the lot of some companies in  Bom
bay—̂we have decided to exclude the 
right to speak in pubUc  companies, 
then what is left is a kind of residuum 
not ordinarily to be there.  It is not 
as if we started first with saying that 
they shall vote but shall have no right, 
then went on to say that in private 
limited companies they shall have the 
right.  The process has been the other 
way.  First we said, that is to say the 
committee said—our  Committee  did 
not suggest it, but the Cohen Com
mittee said— that they thought that 
both in public companies as well as 
in  private  limited  companies  the 
proxies should have the right to speak. 
Then, for some good  reason  as  I 
said—and the reason must have been 
good because it appealed to Members 
of Parliament who passed that law— 
they said:  “No, in public companies
there should be no right to speak.” 
That is why we are only left with this. 
Now.  if there is some representation 
that what is likely to be true In a pub-
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lie company might also be true in a 
private limited company, then, why do 
you give the right to speak in a pri
vate limited company?  As  against 
that, we have been told that there may 
be minors, there may be widows and 
they may not have so very many people 
to speak on their behalf.  Therefore, it 
is better that m a private company 
their proxies should have the right to 
speak.  JNow, that is a point of view. 
We did take that into consideration in 
the Joint Committee.  Oa the other 
hand, none of us has been able  to 
cite an instance—̂ maybe, there  are 
one or two instances—where there has 
been such incapacity affecting preju
dicially the interests  of  the  share
holders in private limited companies. 
On the other hand, the allegation is 
that disturbances might as successfully 
be created in private limited  com
panies as in public companies had the 
right to speak been conceded to speak 
in the public limited companies as in 
the past.  So, we came to the conclu
sion that perhaps it might be better 
then to take away this right to  put 
public companies and private limited 
companies on a par and to see what 
the result is.  If experience shows 
that  there  is  some  abuse  which 
clamours for removal, then it would 
be possible for us to amend the law 
At the moment we are only going on 
theoretical considerations and on, so 
far as private limited companies are 
concerned, very scanty evidence. That 
is all there is to be said for it. and 1 
therefore commend my amendment in 
regard to proxy in private limited com
panies.

There  are  the  two  main  issues 
that were raised here.  Then  there 
were some small issues.  Shri Tulsi
das asked: what is the logic behind 
this clause 161,  Well, the logic is that 
a whipping boy or a stocking horse 
are not  unknown  in  the  business 
world, and it may be that some small 
official has been entrusted with  the 
duty of sending these returns.  I am 
told that in prohibition cases, that is 
to say, offences against the prohibition 
laws, it is customary for the principal 
offenders to employ small boys of 12 
or 13 to do the dirty work,  so  to

speak and get caught.  Then, they are 
convicted, sent to a probation home 
or sent back with a warmng, whereas 
the principal person remams out of 
the scope of punishment.  Now,  it 
may be—it is possible—that such  • 
thing might happen here.  That is to 
say,  somebody  who  gives  orders 
remains  at  a  safe  distance,  and 
always  ensures  that  there  is  a 
failure,  and  that  if  there  is  a 
failure somebody will suffer for  it, 
some small officer will suffer for it. 
That is why we say that  there  is 
logical justification for roping in the 
person unc.er whose  authority  that 
other official is accustomed  to  act. 
That missing  justification  is  here. 
Whether it appeals to the hon. Member 
or not is not for me to say.

Then there were two small points 
made by Shri lyyunni. He thinks that 
the period given is too long.  On the 
other hand, we think that the period 
he has suggested is too short.

Then there is the question of scruti
neers.  The Bhabha Committee  has 
said they should be compulsory in all 
cases.  That view has commended it
self to the Joint Committee.  That 
IS all that there is to be said about it.

Then there is Shri Jhunjhunwala’s 
amendment which I have dealt with 
really because he  wants  that  the 
proxies should be able to speak and 
that he should be entitled to ask for 
tk poll and that there should not be a 
minimum number  required  for  de
manding a poll and so on.  All {hat 
is covered generally by my reply.  In 
all these matters, whether five is  a 
good number or one is a good number, 
or whether one member should do it 
»>r five, it is all a matter of opinion. 
All I can say is that the scheme which 
IS here subject to our amendments— 
we have not suggested any amend
ments to this—̂has appealed to a large 
number of people.

Sir, I think I have done, and I com
mend my own amendments and oppose 
all the other amendments.

Shri K. K. Basii:  What about my
amendment No. 459.  What is the spe
cial reason for putting a clause relat
ing to banking companies?
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Shri €. D. Deshnmkh:  The court
has been given the power, and that 
will certainly be used  by  ordinary 
companies.  It might mean a certain 
amount of delay, and it refers only to 
a defamatory matter.  In a bank we 
are not concerned with defamation so 
much as some kind of  mud-slinging 
which will bring the credit of the in
stitution into  peril.  That  will  not 
amount to defamation, and if the mat̂ 
ter went to court, they may say there 
is nothing defamatory in this, although 
it says that a particular loan is bad 
and it should never have been given, 
and so on and so forth.  This can be 
valid criticism.  All that the directors 
seek is that before it is circulated— 
and we know that when it is circulat
ed, everyone jets to know of it—all 
the shareholders should have a chance 
of discussing it. It is not as if the dis
cussion is barred.  And if there is any 
resolution which is based on the state
ment, that resolution will be circulat
ed.  It  is  only  against  this  one 
thousand word statement which might 
contain all kinds of dangerous obser
vations so far as the bank’s credit is 
concerned, that we are seeking to give 
the powers to the directors. Therefore, 
we think that the court’s power will 
not cover this kind of contingency.

Shri K. K. Basa:  What about the
amendments I moved to clauses 164 to 
169?

Shri C. D. Deshmnkh: I am sorry. 
Thi% is such a complicated Bill that 
unless I am told what the amendment 
is—I have not seen it, I hafve heard 
it for the first time when hon. Member 
said he had an amendment.  And just 
five minutes before that another hon. 
Member came to me and brought a 
sheaf of amendments and said:  “Do
you agree, because the Deputy-Speaker 
says if you agree, he will agree”.  I' 
really cannot take the responsibility, 
because, as it is, I have to divide my 
attention in two or three directions- 
first, to look up the sections, secondly 
to take down the notes and hear what 
hon. Members are saying, thirdly  to 
prepare for my reply, and if, fourthly, 
I have also to study amendments  of 
which I have bad no notice, thun  I

feel I shall not be able to do justice 
to this.

Shri K. K. Basu:  Notice was given 
this morning.  It is not a very sub
stantial amendment.  I want to add 
the words ‘and every member of the 
company’ after the words ‘every direc
tor’.

8 P.M.

Shri C. D. Deshmnkh: If I had seen 
it at least half an hour before, I might 
have given sc«ne thought to this.

ghri K. K. Basu:  Notice was given 
this morning, and so it should have 
been given to you then and there.

Mr. Depaty-Speaker:  That  is  all
right.  It is not as if there is a nega
tive attitude on the part of the hon. 
Finance Minister not to enable me to 
waive notice.  Positively, if he accepts 
the amendment, I can waive notice. 
But that acceptance has  not  come 
from  him.  Therefore,  since  this 
amendment is not accepted, notice is 
not waived.

Now, I shall put the amendments 
to the vote of the House.  These am
endments are all there, and for pur
poses of the records, I must announce 
those amendments which have been in
dicated by the hon. Members to be 
moved.  But if the House has no ob
jection, I shall put only some of those 
amendments  which  hon.  Members 
want me to put to the House.  The 
others need not be treated as even 
moved, for it is not necessary.

The following are the amendments 
to clauses 145 to 196: Noi. 316,  458, 
280. 306 and 469.

Claiue 145 .—(Registered office  of 
t company).

•  Shri C. D. Dedimiikh:  I  beg  to
move:  '

Page 74, sub-clause (4̂ —

in line 4, for the words “during 
which it so  carries  on bxisiness’*

 ̂ substitute  the  words  “during 
which the default continues".
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New Clause 164A 

Shrl Sadhan Gupta: 1 beg to move:

Page 84—

after line 46, insert:

“164A. Election of employeesT 
delegates.—il) The employees cA 
the company who are  workmen 
within the meaning of the Indus
trial Disputes Act, 1947 (XTV of 
1947) shall be entitled to elect by 
secret bailot from among  them
selves a number  of  employees’ 
delegates equal to one-fo\irtii  of 
the total number of members of 
the company.

(2) The election referred to in 
sub-section (1) shall be held not 
later than one mont'h prior to the 
date of the statutory meeting or 
the annual general meeting as the 
case may be.

(3) The company  shall  afford 
all reasonable facilities to the em
ployees to elect employees’ dele
gates under this section.

(4) If any company contravenes 
the provisions of sub-section (3), 
such company shall be punishable 
with fine which may extend  to 
flve hundred rupees for each day 
On which  the  contravention  is 
made or continues; and every offi
cer who is in default shall be pun
ishable with imprisonment which 
may extend to six months or with 
fine which may  extend  to  one 
hundred rupees for each such day.

(5) The employees’ delegates In 
the aggregate shall have a number 
of votes equal to one fourth of 
the total voting power computed 
by excluding the employees’ dele
gates, and each employees* dele-
»gate shall be entitled to cast as 
many votes on a poll as would be 
determined by dividing the aggre- 
gâte number of votes exercisable 
by employees’  delegates  by the 
number of the employees’ delegates 
elected.

(6) Every employees’ delegate 
shall be  entitled  to  participate 

and vote—

(a) where he is elected before 
a statutory meeting,  in  every 
general  meetog  between  the 
statutory meeting and the next 
annual general meeting; and

(b) where he is ̂ ected before 
an annual general meeting,  in 
every general meeting held be
fore  the  next annual general 
meeting.

(7) For the purpose of enabling 
the employees to elect  the  em
ployees’ delegates, the  company 
shall, in consultation with the em
ployees  entitled to elect emplo
yees’ delegates and in the pres
cribed manner prepare, not later 
than three months prior to the an
nual general meeting in respect of 
which the election is to be held, 
electoral roll containing the names 
and addresses of the  employees 
entitled to elect employees’ dele
gates and demarcate the constitu
encies for the purpose of the elec
tion.

(8) On the application of any 
employee entitled to elect an em
ployees’ delegate, any civil court* 
exercising original jurisdiction in 
the place where such employee is 
employed, may make such  addi
tions and alterations in the elec
toral roll as it may consider just 
and fair.

(9) On the application of any 
such employee, any  civil  court, 
exercising original jurisdiction in 
the place where the company has 
its registered office,  may  make 
such addition or alteration in the 
demarcation of constituencies as 
may appear to be just and fair.

(10) The annual general meeting 
shall not be held pending the de- 
ci.’sion of the civil court under sub
section (8) Or sub-section (9) as 
the case may be.**
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Clause 173.—(Quorum for meeting) 

Shri C. D. Deshmokli:  I  beg  to
move;

Page 89—

Renumber clause 173 as sub-clause 
(1; of that clause and add the follow
ing sub-clauses as sub-clauses (2) to 
(5) of this clause:

“(2) Unless the articles of the 
company otherwise provide,  the 
provisions of sub-sections (3), (4) 
and (5) shall apply with respect 
to the meetings of a public or pri
vate company.

(3) If within half an hour from 
the time appointed for holding a 
meeting of the company, a quorum 
is not present,  the  meeting, if 
called upon  the  requisition  of 
members, shall stand dissolved.

(4) In any other case, the meet
ing shall stand adjourned to the 
same day in the next week, at the 
same time and place, or to such 
other day and at such other time 
and place as the Board may deter
mine.

(5) If at the adjourned meeting 
also, a  quorum  is  not  present 
within half an hour from the time 
appointed for holding the meeting 
the members present shall be a 
quorum.**

Clause 175.—(Proxies V

statement under this section,  if, 
in the opinion of its  Board  of 
directors, the circulation will in
jure the interests of the company.”

Shri C. D. D̂ mnkhc
move: •

I  beg  to

Page 89, sub-clause (1)— 

in lines 28 to 30, for the words 
“and a proxy so appointed by a 
member of a private company shall 
also have the same right as the 
member to speak at the meeting*’, 
substitute the words “but a proxy 
so appointed shall not have any 
right to speak at the meeting.** 
Clause 187.—(Circulation of mem

bers* resolutions)
Shri C. D. Deshmukh:  I  beg  to
move:

Page 94, after line 27, insert:

“(5A) A banking company shall 
not be bound  to  circulate  any

I  Mr. Deputy-Speakec:  I  shall  now
J put the amendments to vote.

I  The question is;

Page 74, sub-clause (4)— 

in  line  4, for the words “during 
which it so carries on business” subs
titute the words “during which the 
default continues**

The motion was adopted.

Mr. Deputy-Speaker: The question
is

“That clause_145t._ as amended, 
stand part of the Bill”.

The motion was adopted. 

Clause 145, as .amended, was addea 
to the Bill,

Mr. Depoty-Speaker:  The question
is:

“That clauseŝl46 to 164 stand 
part of the Bill̂.̂

The motion was adopted.

Clauses 146 to 164 were added to the 
Bill.

Mr. Depaty-Speaker;  The question
' is:
Page 84—

after line 46. insert:

“164A. Election of  employees* 
delegates.—(1) The employees oi 
the company who are workm̂ 
within the meaning of the Indus
trial Disputes Act, 1947 (XIV of 
1947) shall be entitled to elect by 
secret ballot from among  them
selves a number of employees* de
legates equal to one-fourth of the 
total number of members of the 
company.
(2) The election referred to in 

sub-section (1) shall be held not 
later than one month prior to the 
date of the statutory meeting or * 
the annual general meeting as the 
case may be.

(3) The company shall afford 
all reasonable facilities to the em
ployees to elect employees* dele
gatee under this lectum.
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(4) If any company contravenes 
the provisions of sub-section (3), 
such company shall be punishable 
with fine which may extend to five 
hundred rupees for each day on 
which the contravention is made 
or continues; and every officer who 
is in default shall be  punishable 
with imprisonment which may ex
tend to six months or with fine 
which may extend to one himdred 
rupees for each such day.
(5) The employees’ delegates in 

the aggregate shall have a number 
of votes equal to one fourth of 
the total voting power computed 
by excluding the employees’ dele
gates, and each employees’ dele
gate shall be entitled to cast as 
many votes on a poll as  would 
be determined by dividing the ag
gregate number of votes exerci
sable by employees’ delegates by 
the number of  the  employees’ 
delegates elected.
<6) Every employees’  delegate 

shall be entitled to participate and 
vote—

(a) where he is elected before 
a statutory meeting,  in  every 
general  meeting  between the 
statutory meeting and the next 
annual general meeting; and

(b) where he is elected before 
an annual general meeting, in 
every  general  meeting  held 
before the next annual general 
meeting.

(7)  For the purpose of enabling 
tlie employees to elect  the  em
ployees’ delegates,  the  company 
shall, in consultation with the em
ployees entitled to elect employees’ 
delegates and in  the  prescribed 
manner prepare, not  later  than 
three months prior to the annual 
general  meeting in  respect  of 
which the election is to be held, 
electoral roll containing the names

and addresses of the employees 
entitled to elect employees* dele
gates and demarcate the constitu
encies for the purpose of the elec
tion.

(8) On the application of any 
employee entitled to elect an em
ployees’ delegate, any civil court, 
exercising original jurisdiction in 
the place where such employee is 
employed, may make such addi
tions and alterations in the electo
ral roll as it may consider just and 
fair.

(9) On the application of any 
such employee, any civil court, 
exercising original jurisdiction in 
the place where the company has 
its registered office,  may  make 
such addition or alteration in tne 
demarcation of constituencies as 
may appear to be just and fair.

(10) The annual general meeting 
shall not be held pending the de
cision of the civil court under sub
section (8) or sub-section (9) as 
the pase may be.”

The motion was negatived,

Mr. Deputy-Speaker;  The question 
is:

“That clauses 165 to 172 stand part 
of the BiU”.  - 

 ̂ The motion was cudopted,

' Clauses* 165 to 172 were added to 
the Bilk

Mr. Deputy-Speaker:  The question
is:

Page 89—

Renumber clause 173 as sub-clause
(1) of that clause and add the follow
ing sub-clauses as sub-clauses (2) to
(5) of this clause:

“(2) Unless the articles of the 
company otherwise  provide,  the 
provisions of sub-sections (3), (4) 
and (5) shall aw>ly with respect

*(i) In part (c) of sub-clause (1) of clause 165, lines 4 and 7, the words 
"of the expiry”, were substituted by the words  “after the expiry”.  as 
patent error under the direction of the Speaker.
fii) In sub-clause (2) of clause 165, line 18, the word "city” was inserted 

before the word  “town”,  as patait error  under  the  direction  of  the 
Speaker.
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[Mr. Deputy-Speaker] 

to the meetings of a public or pri
vate company.

(3) If within half an hour from 
the time appointed for holding a 
meeting of the company, a quorum 
is not present,  the meeting,  il 
called  upon  the  requisition  of 
members, shall stand dissolved.

(4) In any  other  case,  the 
meeting shall stand adjoximed to 
the same day in the next week, 
at the same time and place, or to 
such other day and at such other 
time and place as the Board may 
determine.

(5) If at the adjourned meeting 
also, a quorum is not present with
in half an hour from the time ap
pointed for holding the  meeting, 
the members present shall  be  a 
quorum”.

The motion was adopted.

Mr. Deputy-Speaker.  The question 

is:

“That clause 173, as amended, stand 
part of the Bill”.

The mx)tion was adopted.

Clause 173, as amended, was added 
to the Bill 

Mr. Deputy-Speaker;  The question 

is:

“That clause 174 stand part of the 

Biir.

The motion wâ adopted.

Clause 174 was added to the Bill. 

Mr. Deputy-Speaker.  The question 

Is:

Page 89, sub-clause (1)— 

in lines 28 to 30, for the words “and 
a proxy so appointed by a member of 
a private comi>any shall also have the 
same right as the member to speak at 
the meeting”, substitute  the words 
“but a proxy so appointed shall not 
nave any  right  to  speak  at  the 

meetmg”.
The motion was adopted.

Mr. Deputy-Speaken  The question
is:

“That clause 175, as amended, stand 
part of the Bill”.

The motion was adopted.

Clause 175, os amended, was added 
to the Bill.

Mr. Deputy-Speaken  The question
is:

“That clauses 176 to 186 stand part 
of the Bill”.

The motion was adopted. 

Clauses* 176 to 186 were added to the 
Bill

Mr. Deputy-Speaker:  The question
is:

Page 94, after line 27, insert:

“(5A) A banking company shall 
not be bound  to  circulate  any 
statement under this section, if, in 
the opinion of its Board of direc
tors. ttie circulation will injure the 
interests of the company”.

The motion was adopted.

Mr. Deputy-Speaker  The question
is:

“That clause 187, as amended, stand 
part of the BUl”.

The motion was adopted.

Clause 187, as amended, was added 
to the Bill 

Mr. Deputy-Speaker  The question

is:

“That clauses 188 to 196 stand part 
of the Bill”.

The motion was adopted. 

Clauses 188 to  196  tx̂ere .added 
to the Bill 

GUuses J[?7 to 207  _

Mr. Deputy-Speaker The  House 
will now take up  consideration  ol 
clauses 197 to 207, for  which  flv« 
hours have been agreed  to.  Hon. 
Members who wish to  move  their 
amendments will kindly hand over the

•  In clause 181, line 39, the words 
substituted by the words “exercising 
under the direction of the Speaker.

“exercising  his  voting”,  were 
his  voting  right”,  as patent  error
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numbers of their amendments, sped- ] 
fying the clauses to which they relate, ; 
at the Table, which will be treated 
as moved.

Shri C. D. Deshmukh:  1 have lour
amendments, two to clause 197 and 
two to clause 203.  The numbers ol 
the amendments to clause 197 are 281 
and 50i, him those of the amendments 
to clause 203 are 307 and 308. Of these, 
the most important amendment is No. 
281 which seeks to add a proviso to 
sub-clause (4).  I shall not read out 
the whole proviso, but the effect of it 
is to vest the Central Government with 
power to sanction an increase in the 
minimum remuneration in certain cir
cumstances.  In my previous speeches, 
on one or two occasions—indeed  I 
think in the speech with which I open
ed this debate in the second reading—
I made a reference to this particular 
amendment.  The history of it is this. 
This clause 197 was not in the original 
Bill, and it was felt as the Joint Com
mittee went on with its work,  that 
just as there was an overall limit for 
managing agency  commission,  there 
should be some kind  of  an overall 
limit for management expenses. There
fore, in place of 10 per cent, for ma
naging agents, we put 11 per cent. In 
the clause that was originally brought 
before the Joint Committee, there was 
*\ reference to salaries being excluded, 
that is to say, it was intended to cover 
only commîion, not directors* fees or 
salaries.  Then it was felt  that  if 
salaries were excluded, there might be 
oircumvention of this limit of 11 per 
cent and it would be better to include 
salaries.  At that  time,  it ifras not 
realised that this might cause difficul
ties in certain circumstances.

[Pandit Thakur Das Bhargava in the 
Chair]

Although the amount of Rs. 50,000 
might be found to be sufficient and 
adequate in perhaps the vast majo
rity of cases, one type of case 
later on came to our notice was the 
case where a new company  of  an 
important character had to be started 
and  where  perhaps  a  managing 
director might have to be appointed

from abroad, as having the requisite
technical and administrative qualifi
cations.  Now, in such cases, it W£is 
felt that it would not be in the inter
ests of the country if we said that 
under our law, the limit is Rs. 50,000 
in  a  year  in  which  there 
is  no  profit; because it was reâ 
Used that in order to build up some 
of these industries, especially  heavy 
industries, one might have to  incur 
losses in the early years.  That is a 
kind of necessary concomitant  with 
the building up of heavy industry in 
the country. That was one case where 
we thought that Government  should 
have the power, on examination of 
the merits of the case, to make  an 
exception only so far as salaries were 
concerned. I might make it clear here 
at once that there is no intention by 
any indirect means to exceed the limit 
of Rs. 50,000 for  managing  agency 
commission which is laid down else
where  in  similar  circumstances,— 
clauses 347 and 352.

Another category of cases would be 
cases of existing companies where a 
large  number  of  people—̂ may  be 
managers or managing directors—̂ may 
be in receipt of salaries which 2u*e in 
excess of Rs. 50,000.  What is to .be 
done in a year in which such a com
pany incurs a loss?  Because the sala
ries would be paid in the beginning 
of the year, and the man would be 
out to hire only his capacity and may 
have no other interest, and indeed, 
no share of a commission.  He may 
not  remunerated  by  commission 
at all, but only by a monthly pay
ment .  In that case, it was felt that 
it would create a very awkward situa
tion if someone had to wait for about 
15 months till the balance sheet was 
out and the dividend was declared 
or it was seen whether there was any 
profit or not.  Then there would also 
be the awkward question of, what to 
do if he had drawn more than would 
be permissible on a  calculation  of 
applying the percentage of 11 to the 
net profits.  It was felt  that  there 
might be genuine cases of people just 
engaged on a contract  of  monthly 
payment, and it was considered that, 
barring  exceptional  circumstances.
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that is to say,  if  there  was any
voluntary surrender, there  was  no 
reason why managers  or managing
directors should surrender any part of 
their fixed  remuneration.  So this
3v-ould enable us to  examine  those 
cases also, although I doubt whether 
there would be very many cases  of 
this kind of existing companies where 
there would be a loss.  But the pos
sibility of a loss cannot be ruled out 
by any company, however prosperous 
it may be, in view of the known deve
lopment of economic circumstances in 
the world; it might be that a slimp 
might come or a trade cycle might 
bring a depression and so on and so 

forth.

The third case is a very interestini? 
one, that is of the managing agency 
cwnpany itself where it is a public 
company.  This clause 197 would also 
apply to a managing agency which Is 
a public limited company.  It might 
be that in a particular  year  it  is 
managing a certain number of com 
panies which can only pay the mini
mum of Rs. 50,000 because the times are 
bad, as for instance, in the tea trade 
in 1952; yet it might be that they «ro 
maintaining a  staff  of  whole-time 
directors who are paid individually a 
little more than Rs. 4000,  or  there 
might be two managing directors, one 
being  paid Rs. 2,500  and  another 
being paid Rs. 2,500.  Suppose in such 
a case all their receipts are only R:?. 
50,000, even if that managing agency 
company as a public limited company 
has reserves out  of which  it could 
draw in order to make up the salaries 
of Rs. 2,500 to its two managing direc
tors, it would be prohibited from do 
ing so by clause 197.  Now, we feel 
that that is not a result which was 
thought of or anticipated by the Joint 
Committee, because we are not really 
concerned with justice as between the 
managing agencies, I mean the share
holders of the managing agency, and 
the whole-time directors, and the ma
naging agency firms are well able to 
take care of themselves; so that  if 
such a case comes to our notice, we 
might say, 'We have no objection.  If

in a particular year, you get loss by 
way of your minimum remuneration 
trom your managed companies, thea 
it is open to you to make up the sala
ries of your whole-time directors out 
of your reserves, and so on*.

The other case is perhaps of a sub
category where there might he  two 
managing directors.  I know of im
portant enterprises where there srp 
two managing directors,  as  for  in
stance, the State Bank.  Now, it has 
just appointed another managing  di
rector for  looking  after the  rural 
credit side and the establishment of 
the new banks.  Their total salaries 
might be more than Rs. 50,000 in a 
year, and they are paid only by sala
ries.  In that case also, it would be 
possible for Government to consider 
whether the minimum of Rs. 50,000 
could not be exceeded.  That is the 
purpose of this particular amendment.

There is  another  amendment  lo 
clause 197.  That is a drafting amend
ment and brings out the meaning in

tended.

What is intended to be prohibitifo 
is the appointment to an office or place 
of profit of a firm, private ccmnany 
or other body corporate where the 
member of the firm, director or mem
ber of the private company or direc
tor of the body corporate not being a 
private  company is already holding 
office as the managing agent of the 
company or is a member of the firm 
holding office as managing agent or 
sercretaries and treasurers or a direc
tor or member of the private company 
holding office.

Now, thia sounds very complicated. 
But, if hon. Members will  see  the 
amendment they will find that there is 
not very much in it

I  am sorry 509 is really an amend
ment to an amendment.  What I said 
just now  really  applies  to 313(2). 
There is a drafting pmendment which 
dfals with any office or place of profit 
and  the  last amendment is 308 to 
substitute the definition  in  203(5) 
which is not quite the same as  the 
definition in  section  313(3)  wlOph
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really explains  what  the  office or 
place oi profit with reference to the 
company is.  The self-contained clause 
is therefore substituted and it has the 
advantage of removing the obscurity 
on the subject.  These are the amend
ments that I want to move.

Shri Bograwat (Ahmednagar South): 
Sir, my admendments to clause 197 
are 39 and 40.  The first is to  the 
following effect:

after “eleven per  cent” insert 
“up to 20 lakhs and for  every
10  lakhs above that, the  rate 
should come down  by 1.5 per 
cent, till the final rate of  re
muneration comes to 5 per cent.”

There is another small amendment 
No. 40, which says that instead of 
Rs. 50,000 there should be Rs. 48,000.

Shri GadffU (Poona Central): Why 
reduce this by Rs. 2,000?

Shri Bô wat: I do not press that.

My  important  amendment  is 
amendment No. 39.  I must say this 
is the most important amendment in 
this Bill. It is based on a fundamental 
principle.  When our object is to pro
ceed according to a particular pattern 
and we are pledged to proceed accord
ing  to the socialistic  pattern  of 
society, tliere must be some check on 
the concentration  of wealth in  the 
hands of a few.  If this amendment 
is accepted then there would be some 
relief to marty people in the country 
because  they are  watching—and 
especially  the  agriculturists  are 
watching ver> keenly—̂how this Gov
ernment is proceeding agamst  the 
capitalists, or the persons in  whose 
hands there is concentration of wealth 
to a very large extent.

In the paper circulated  by the 
Finance Minister relating to the finan
cial particulars of managing agencies, 
1*720 companies in India in 1951-52 
had a profit of Rs. 38 crores and the 
amount  payable to the  managing 
agents for office allowance, commission 
on profits or commission on sales etc. 
eomes to Rs. 10.4 crores. The Finance 
Minister in his speech made on  the 
19th August, 1955, mentioned  the

figure of 27 7 per cent, as actual and 
we have mentioned in this Bill that
10 per cent should be the maximum. 
That is not correct because to  the 
profit of Rs. 38 crores we must add 
Rs. 10*4 crores; in all, it would  be 
Rs. 48-4 crores.

Shri M. C. Shah: Rs. 10 crores office 
allowance?

Shri Bô wat: Commission on sales 
and commission on net profits  etc. 
So, the whole profit is Rs. 484 lakhs 
and not 380 and the percentage that 
is calculated 27.7 is not correct.  The 
remuneration  given to  managing 
agents, Rs. 10:4 crores comes to 21 
per cent.  He has mentioned  some 
figures in his speech made on the 19th 
August, 1955.  He says, Tn a Canadian 
company it went up to 24 per cent*. 
Therefore you may say that the figures 
vary from 10 to 24 per cent.  So far 
as our country is concerned,  there 
are the figures given in the  Reserve 
Bank Bulletin which would show that 
—̂ what would be net profits accord
ing to our definition—the managing 
agents have during the years  1950, 
1951 and 1952 received about  27 7 
per cent, as net profits.’ Then he says 
we are coming down from 27 per cent 
to 8 per cent, and it is an achieve
ment which would be fully in  con
formity with the socialistic  pattern 
of society which we are trying to in
troduce.

I  submit that if you look to  all 
these companies, in the case of  45 
companies alone the profit comes  to 
Rs. 31 crores.  That is a very  im
portant fact and I should like to give 
the names of some of these companies. 
For instance, the Tata Iron and Steel 
Co., gets Rs. 501 lakhs, the Associated 
Cement Co., Rs. 301 lakhs, the  Im
perial Tobacco Co., Rs. 280 lakhs, the 
Indian Iron and Steel, Rs. 244 lakhs 
and Delhi Cloth MUls, Rs. 175 lakhs. 
Profits and remimerations are  given 
to a very few persons.  I think that 
in the interests of the country and in 
the interests also of our object of a 
socialistic pattern of society we must 
have such an inverse ratio as suggest
ed by me.  I say that up to Rs.  20
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Shri ogawat]

•akhs it may be 11 per cent, but aboe 
s. 20 lakhs why not reduce the proit 
by li per cent, or eery 10  lakhs 
and the maximum should be 5 per 
cent.  I this is done my humble sub
mission is that our obect o not allow
ing concentration o economic power 
in the hands o a ew will be achieed. 
The agriculturists are watching  how 
this oernment is going to deal with 
the capitalists.  There are some ills 
in certain States wherein  you  will 
ind that a ceiling is ixed on zamin- 
dari and on other income also they 
are ixing a ceiling.  So, as ar as 
these big business houses are  con
cerned, is it not necessary or  this 
oernment to consider the uestion 
o concentration o wealth and  to 
check it  Why should only 45  big 
houses  be allowed to get s.  31 
crores  According to the undamental 
prrinciple o our obect there should 
be a lessening o proits where there 
are huge proits.  I this is not done 
then people outside will say that this 
oernment is not willing to harm 
the capitalists and that they do not 
want to curtail their proits.  o you 
think that these business houses will 
be content with this 10 per cent They 
hae seeral ways and methods  and 
loopholes whereby they will try to 
gain not only 10 per cent, but much 
more than that,  he hon.  inance 
Minister said we are coming  down 
rom 27 to 8 per cent.  It is not cor
rect because thoughthe  maximum 
payable may be  10 per cent,  these 
business people will try to see that 
they get some more proit under some 
pretext or other and they will pocket 
those proits.  There will  be such 
attempts by them in spite o all the 
restrictions that are put in there. This 
amendment is a ery important one 
and it must be looked into and con
sidered ery careully by this House. 
When the oernment has considered 
the point o allowing only 10 per cent, 
o proit as the maximum, why should  
there not be a restriction o the in
erse ratio so ar as big proits  to 
certain big business houses and com
panies are concerned  In short, my

humble submission is that this is a 
ery crucial point, a point which  is 
based on undamental principles, so 
ar as our obectie is concerned.  I 
think the House will gie its  careul 
attention to this ery important prob
lem, a problem ery material to the 
way in which we are proceeding,  Ii 
the oernment does not accept this, 
then I am sure that the persons, whose 
lands are to be taken because  there 
will be a ceiling put upon them are 
sure to blame the oernment » and 
they are sure to say that this is still 
a oernment which is not prepared 
to bring down the concentration  o 
wealth-----

andit . C. Sharma (Meerut istt. 
—South) ut they will not surely re

olt.

Shri . . asa There is no doubt 
about that.

Shri ogawat  A time will  come
when they are sure to reolt.  A time 
will come when the  agriculturists, 
who are cultiating their lands,  see 
that while a ceiling is put upon their 
lands, nothing is done so ar as the 
persons who amass huge amounts o 
wealth they are sure to Teolt and 
the day  will come  to that  eect. 
Thereore, I appeal to the House that 
this is a ery important problem and 
must be careully considered. I trust 
that the oernment will  consider 
my amendment and accept it in order 
to do ustice so ar as the  uestion 
o concentration o wealth is  con
cerned.

As regards the other amendment, it 
is a minor thing.  There will be two 
persons who will be managing agents 
and i each gets s. 2,000 per month, 
it will come to s. 48,000 per annum, 
instead o  s. 50,000.  It does not 
matter much i it is accepted or not 
accepted because it is a minor matter,

Shri . . Trtpathi  I hae also
tabled amendment No. 405.  The idea 
which I want to incorporate by means 
o this amendment is that in  some
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[Shri K. P. Tripathi]
ây  the  remuneration  to  the 
management should be linked with 
the remuneration to the workers.  At 
present there is no such provision in 
our law.  In this  Act, the  whole 
attempt has been to bring justice as 
between the n̂anagement and  the 
shareholders.

Shri  T. S. A. Chcttiar:  Which
clause is he referring to?

Shri K. P. Tripathi:  Amendment
No. 405 relating to clause 197.  I was 
saying that the whole attempt of this 
Bill is to provide justice as  between 
the management and the shareholders. 
After  we accepted the  socialistic 
patten, of society as our goal, I think 
a third party  has come  into  the 
picture, which is the working class. 
But unfortunately, in this Bill, there 
is no provision made for the working 
class.  Why is it so?  This Bill is 
out of date.

Pandit K. C. Sharma;  When  this 
Bill is not passed, how can it be out 
of date’

An Hon. Member: It is antiquated.

Shri K. P. Tripathi: Let us look at 
It from this point of view.  Could 
this Bill have been passed in  1936 
when the Company Law reform was 
contemplated?  Secondly, could this 
BiU  have been  passed  when  the 
Bhshha Committee  was appointed? 
Obviously it could not have  been 
passed because the socialistic pattern 
was ‘ accepted after that.  If the 
Bhabha Committee were appointed to
day under this pattern,  I have no 
doubt that the character of its re
port  would have been  completely 
different.  Yet, the entire Bill is based 
on the Bhabha Committee and Cohen 
Committee  Reports.  The  Bhabha 
Committee Report does not make any 
pretension as to the sociaUstic pattern 
of society.  The socialistic pattern of 
society is our decision, the decision of 
this Parliament.  Therefore,  this 
decision should have been taken into 
account by the framers of this  Bill 
and the Bill should have been recast 
in that mould, but that has not been 
<3one.  We find that although there is

265 L.S.D.

an attempt in this Bill to protect the 
shareholders against the management, 
as obtaining in this coimtry today, 
there is no attempt to protect  the 
workers  against the  management. 
You yourself have supported during 
your speech the claim of the workei*s 
and made a suggestion.  That ques
tion was not discussed by the Bhabha 
Committee and it was not before them 
as that came only after the adoption 
of the socialistic pattern of  society 
by us.  Therefore, I beg to say that 
this Bill is completely out of date and 
today we have no reason to pass it. If 
we want to make it up-to-date, then 
some way must be foimd for linking 
the remuneration of the management 
with that of the shareholders.  One 
aspect of the question has been argu
ed by my friend, Shri Bogawat, and 
that is with regard to the slab system 
of remuneration to the management 
If my amendment is not acceptable, I 
think it will be necessary for  this 
House at least to accept the amend
ment moved by Shri Bogawat relating 
to the slab system.

The hon. Finance Minister, in  ttie 
course of his speech the other day, 
made a statement  that  in  other 
countries, particularly America,  the 
remuneration paid to the management 
varied from 10 to 24 per cent.  He 
said 10 per cent in some cases and in 
conclusion he said it varied from 10 
to 24 per cent.  It was absolutely in
correct; I think the Finance Minister 
made a slip although generally  he 
does not make such a mistake.  It was 
an  obvious mistake because it  is 
known to him that there are  com
panies in America where the manag
ing agents get only *2,  25, *3, 1, 2 or
3 per cent, and these persons  are 
known to the Finance Minister and 
there are a large number of  that 
type.  If there are companies which 
are paying less than 3 or 4 per cent, 
what does that mean?  It means that 
it is the quantum of profits or busi
ness that should determine the  per
centage and there should not be  a 
flat rate of 11 per cent, for all  com
panies.  If there is a very  large 
amount of business, then the percent
age should be less: if there is small
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business, it should be more.  I find 
that in the Tata Iron and Steel Works, 
the managing agency has such a con
tract, that is, there is a sliding scale. 
Why is there such a contract  not 
obtaining in most other concerns?  I 
have no doubt that Shri Bogawat’s 
amendment is a fair and acceptable 
one and Government should  give 
proper consideration to it.

Coming to my own amendment,  1 
beg to submit that I am trying to 
link  up the remuneration  of  the 
managing agents with the remuner
ation of the working class.  You will 
find that it is highly iniquitous that 
in the same industry the workers are 
getting only subsistence wage, which 
is the minimum wage, whereas  the 
manager is getting the highest  re
muneration,  It is getting such profits 
that all the people are rushing  to 
purchase tea shares and tea gardens. 
In spite of such profits, the  worker 
Is getting only the minimum  wage, 
which means subsistence level, and 
it is less than that  recommended by 
the Pay Commission.  The  commis
sion in the case of managers has come 
to more than a lakh  of rupees,  let 
alone the managing agencies.  No 
bonus is paid to the workers.  What 
is the instrument in this country,  I 
ask, which can correct this iniquity? 
There is no  institûon  or no  law 
which corrects this iniquity and I find 
that the only law which can do so is 
the Companies Bill, which, while lay
ing down the share of the manager, 
shall also say: You are permitted to 
get 11 per cent, but you shall not get
11 per cent, until you pay the workers 
a certain wage; if you pay workers a 
living wage, you will get only 8 per 
cent, and so on.  If you pay the mini
mum wage only 6 per cent, will  be 
allowed.  That is my  amendment. 
What will be the result?  If the 
management wants to get 11 per cent, 
it will try to find out ways to  in
crease the wages.  It will be  their 
work and lookout.  If the manage
ment tries to do liiat it can be done. 
Today the management does not want

T.O do that.  It has a thousand ways- 
by which it can be done.  I will give- 
you an example as to how as soon as 
the socialistic pattern of society was 
adopted as our ideal it had its re
action on the Commission which  we 
set up.  We have got the Bank Award 
and recently the Government accept
ed it unreservedly.  That shows  that 
the Government has  accepted the 
award and also the basis or reasoning 
on which that award was based.

An Hen. Member: It is not so.

Shri K. P. Tripathi; Well.  I agree 
that all the reasons  may  not  be 
accepted.  But to accept the conclus
ions and leave the logic behind wouldi 
be accepting a table without legs. It 
is quite possible.  Men are after all 
illogical.  It ‘can be conceived  that 
the Government will accept the con
clusion but not the logic.  My hpn. 
friend has pointed it out.  But that is 
not rational to accept the  conclusiorL 
and reject the logic.  In that case 
Government will have to give  ther 
counter-logic to say how it is  not 
acceptable.  So that ideal has  been 
acĉted as our goal.  Then we have 
to try and find out how that is fitted 
in our structure.  This question  i.<y 
asked in the report of that  Com
mission.  If you say that the remun
eration of the management and  the 
shareholder should be kept intact, how 
can you improve the condition of the 
workers?  The remuneration  of the* 
management was fixed during the war 
when there was a tremendous profit 
and when there was no control; then,, 
the management took whatever  it 
liked.  They got the highest profit at 
that time.  That time has gone.  To
day the profits are lean.  Similarlŷ 
the shareholders were getting  their 
highest shares then; today it is not so. 
Therefore, if you say that the manage
ment should continue to get  yhat 
it used to get and the shareholders 
also should get what they got then, 
how shall you improve the conditionr 
of the workers?  Therefore,  you 
come to the conclusion that  there 
should be some sort of redistribution
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as has been suggested here.  In page 
M, the report of the  Bank Award 
Commission says;

*'It appeared to me that if the 
commitments  to  shareholders 
which were based on profits made 
during an abnormal period must 
not be disturbed and if the  high 
remuneration paid to the execu
tives during a regime which no 
more existed were to be protected, 
then other things remaining  the 
same it would be very difficult, 
if not impossible, to improve the 
standard of the workers.”

Therefore,  he comes to the  con
clusion  that  there is a prima fade 
case for  bringing  about a redistri
bution of earnings  between  capital, 
executives and labour.  There is a 
prima  facie  case for bringing about 
a redistribution of profits between the 
three.  Obviously the working class 
is not getting its due share and if 
that does not get the due, how  can 
you expect them to work with a full 
mind even though you have told them 
that tkey were the partners in that 
industry.  Therefore, I have said that 
the management should  not draw 
more than six per cent, if it was going 
to pay only the minimum wages to 
the workers and eight per cent, when 
it was paying fair wages and ten per 
cent.  when it was pa3̂g  living 
wages.  I have not produced this de
finition from my own brain.  This is 
the definition arrived at by the Fair 
Wages Committee and that was a un
animous decision.  In that Committee 
there were Lai a Sri Ram, and other 
big guns of this country representing 
the management and that Committee 
decided that there should be fair wage, 
living wage and so on.  I am taking 
that as a substantial basis for advanc
ing this idea.  This idea, therefore, 
is accepted  unanimously  by  the 
management.  My friend, Shri Somani 
has disappeared: he stands committed 
to this idea.

Sliil Asoka Mehta: Why did  you
forget Shrt Tulsidas?

An Hon. Member: He has also dis
appeared.

Shri K. P. Tripatiu: In tryin*  ^
suggest that the management’s  re
muneration should be linked to  the 
payment to the workers, I am merely 
trying to link up the idea which they 
have accepted with another idea which 
has also been accepted.

An Hon. Member: You are mixing 
it up.

Shri K. P. Tripathi: It is just like 
two points being connected; like the 
electric wire which gives connection 
between electricity and bulb.  But I 
am merely linking it and I am  not 
conscious that I am doing anything 
wrong nor is it something revolu
tionary.

In this Bill the management  has 
not suffered any great cut.  The 
Ministry might .say that they  had 
brought down the remuneration from 
27 to 11 i>er cent.  I find that  this 
argument is not correct at all.  My 
friend Shri Bogawat quoted a list of 
32 companies and it was discovered 
that out of Rs. 38 crores  of profit 
earned by the industry, nearly Rs. 34 
crotes had gone to -those companies.

Shri M. C. Shah: He said Rs.  31 
crores.

Shri K. P. Tripathi:  I  beg  your
pardon.  Let it be Rs. 31 or Rs.  32 
crores. Rs. 31 crores out of 38, crores 
is evidently a big slice;  it is more 
than three-fourths.  32 companies out 
of  1750  companies  earn  a  profit 
of Rs. 31 crores.  What about  the 
1700 and odd companies?  What is 
the profit of those companies?  That 
is  a question which  automatically 
arises.  Therefore, it is very clear that 
in the other companies the  manage
ments are not getting as  much as in 
those  32 companies;  their returns 
could not be 11 or 13 per cent. Taking 
the  overall picture,  the  decision 
which you are going to take in clause 
197 may affect those big managing 
agencies but by and large the pheno
menon of managing  agency spread 
over the whole country—that is, the
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1700 and odd managing agencies— 
will not be very much affected. There
fore, it js not a very  revolutionary 
proposal wluch has been held  out 
by The Government.  The industry too 
has to realise that in the present set 
up they could not get very  much. 
Some of the big companies have  re
alised.  In the case of big companies 
it is not necessary also.  I quoted 
Tatas who have themselves taken to 
the slab system—that is lower than
11 per cent, because in the big com
panies actually it is not necessary 
as shown by American and other big 
companies.  There they could afford 
even less than 1 per cent.  The ques
tion is one of smaller  companies. 
Whatever is given as a ceiling to  the 
management become.̂; the floor but 
whatever is given as a minimum wage 
to the worker becomes the maximum. 
It is the other way about.  This is 
the position which has been obtaining 
In the industries and that is going to 
continue.  Therefore. I humbly beg to 
submit that although a great hue and 
cry has been raised with regard to 
clause 197. I do not think that it is 
such  a  revolutionary  proposal  I 
would, therefore, appeal to this House 
to consider my amendment and if it 
thinks it worthwhile then it  should 
accept the same.  If the House is of 
the opinion that my amendment is 
not acceptable—that the time is  not 
opportime and although  we have 
accepted the socialistic pattern  of 
society, we cannot bring the socialistic 
pattern in this way—then I think that 
Shri Bogawat’s amendment should be 
considered deeply.

With regard to the  amendment 
which has been moved by the  hon. 
Finance Minister, I And that there the 
Finance Minister has introduced some 
new ideas which, I think, were  not 
suggested in the original discu.ssion. 
During the original discussion he said 
that there may be companies of a 
large scale character like the  steel 
plant and others which require two 
or more directors and then the limit 
of Rs, 50,000 would not be sufficient. 
That logic was apppealing to us and

we were prone to accept that.  But 
the  amendment which has  been 
brought up is far wider.  It nowhere 
says about large scale industries and 
it nowhere says about two directors. 
As a matter of fact, even if there is 
only one director the  Government 
can consider the question of extend
ing the limit of Rs. 50,000.  When we 
were thinking of incorporating  clause
197 the idea in our mind was obvious
ly some sort of limitation on the in
come of the management.  What is 
the socialistic pattern of society in 
which  one is getting more  than 
Rs. 4,000?  If there is one director he 
will be getting Rs. 4,000 and he will 
be within the scope of this clause. If 
one director is getting Rs. 4,000 there 
is no necessity for any extension of 
the limit.  In that case, are we think
ing  of the same directors  getting 
Rs. 5,000, Rs. 10,000 or even Rs. 15,000? 
Is that the socialistic pattern which 
we are going to have?  We are still 
thinking, in spite of our  socialistic 
pattern, that there should be manag
ing  directors getting more  than 
Rs. 5,000. I humbly beg to submit that 
when I tried to understand the obser
vations of the Finance Minister on the 
original motion, I thought that he was 
talking about managing directors with
in the socialistic pattern of  society 
and that in our poor economy  the 
socialistic pattern would not have a 
ceiling which  would be  more than 
Rs. 3,000.  As a matter of fact,, the 
Taxation Enquiry Commission  have 
said that the relation between  the 
lowest and the highest paid should be 
1:30.  Obviously, in our country the 
minimum wages prevalent are  less 
than Rs. 100.  Even if we take them 
to be  Rs.  100  the  ceiUng  should 
be Rs. 3,000 and if the ceiling is fixed 
at Rs. 3,000 then the result woluld be 
that  if there is one director  there 
would not be any necessity for extend
ing  the limit.  But, here, in  this 
amendment, it is said that even  if 
there is one director and the Gov
ernment  thinks it proper then  the 
limit may be extended.  Therefore, I 
think that the Government while ex
plaining its intentions to make  it*
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intentions agreeable to us said one 
thing but while* bringing forward the 
amendment.....

Mr. Chairman: In the amendment 
the possibility of two persons is there.
It is said: “managing  director, or 
directors and the manager or to any 
one or more of them....”

Shri K, P. Tripathi: It is said: “any
one”.

Mr. Chairman: But the  possibility 
of two is there, though one is  not 
excluded.

Shri K. P. Trliiathi: I think  the 
Finance Minister will  clarify the 
position when he replies.

Shri M, C. Shah: Clarification 
not necessary.  If you read the amend
ment you will understand the thing.

Mr. Chairmaii: He himself mention
ed that somebody from outside may 
have to be imported for the purpose 
of big industries and in that case he 
may have to be paid more.

Shrt K. P. Tripathi: I am merely 
afVuing that as the  draft stands  at 
present tiie interpretation would  be 
that even in case of one  managing 
director  the  Government  has  the 
power to sanction an extension  of 
Umit.  I am only saying that in the 
case of one director it should not be 
•o.

The sectmd question which strikes 
me is that by this amendment  it 
would be possible for the Government 
not merely to apply it in the case of 
new industries but also in the  case 
of old industries.  While the Finance 
Minister was making his observations 
on the original motion I was  under 
the impression that in the case of 
new industries—I  mean big indus
tries—̂it may be  necessary to  ex
tend the limit because in the initial 
year there may not be any profit.

Shri M. C. Shah:  You have mis
understood him.  He simply  gave 
•ome instances showing tĥt this may

happen, that may happen and so on. 
Those were only illustrations  and 
you canont jump to any conclusion on 
that.
Shri K. P. Tripathi: I quite reaUse 

that the Finance Minister gave illus
trations which might make his pro
posal acceptable to us and then came 
out with an amendment which is not 
acceptable to us.

Shri M. C. Shah: All those things 
are there in his speech.  If you go 
through the whole speech  carefully 
you will see them.

Shri S. S. More: Along with  the 
comments of Mr. Shah.

Shri Aaoka Mehta: Which Shah?

Shri S. S. More: Shri C. C. Shah, or 
Shri M. C. Shah.  Any one of the 
two.

Shri K, P. Tripathi:  I am merely
saying that with regard to new com
panies which may not be in a position 
to make profits it is reasonable for 
the Government  to have adequate 
powers to extend the limit.  But, in 
the case of old companies which have 
been earning profits and if due to 
some reasons they do not earn  any 
prĉt or suffer a loss in some years, 
the power to extend the limit should 
not be exercised.  After an industry 
gets going, it should try to square it
self with its vicissitudes of fortune, 
I  will give an  example of  what 
happened in 1952 m the tea industry 
crisis.  At that time the management 
told the labour to share the loss.  We 
said that we were not going to share 
the loss.  Ultimately we were forced 
and then we said that we will share 
the loss provided the  management 
also agree to share the loss.  The 
management agreed to that with the 
result the management suffered  a 
voluntary cut, the clerks suffered a 
voluntary cut and we also suffiered a 
volimtary cut.  Tlierefore, when  an 
indtistry gets going its management 
also must tie its fate to the fate of the 
industry.  Why should there be  a 
management which should be so ex
ploiting as to say that whatever may 
become of the industry it will go on
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earning whatever it desires?  I think 
that is a very irresponsible way  of 
management.  After some time  the 
management actually becomes  wedd
ed to the life of the industry.

Shri M. S. Gurupadaswamy: Why

can’t you come to us here?

Shri Asoka Mehta; It is an  irres

ponsible Government.

Shri K. P. Tripathi: Just as  the 
workers are wedded to the fortune 
of the  industries, ' similarly  the 
management also, after some time, is 
wedded to the fortune of the industry. 
Then only the management will sink 
or swim with the fortunes of  the 
industry.  Otherwise it will be  an 
irresponsible management because the 
management is sure to get its share 
even if it manages in a bad way and 

there is l»ss.

An H®n. Member: Rs. 50,000.

Shri K. P. Tripathi: In a socialistic 
pattern of society no  management 
will think that it will get more than 
Rs. 50,000.  Therefore, it is a peculiar 
law in which you are assuring com
plete protection of Rs. 50,000 to one 
category of people in this  country, 
namely, the management and the rest 
of the people will have to sink or 
swim with the fortunes of the indus
try!  Is this proper?  I, therefore, 
think that the Government may take 
power with regard to the new indus
tries but they should think twice be
fore taking that power in respect of 
old industries.  This amendnient as 
it stands is so wide that it will  be 
open to every industry, every single 
unit, in India to come forward with 
applications and the Government will 
«ot be able to say that such appli
cations are outside the purview of this 
clause.  As a matter of fact,  this 
should have been taken as a ĉial 
power which should have been  so 
restricted so that on the face  of it 
people would have known that there 
was no use in going to the Govern
ment with an application for extens
ion of limit.  In that case only a few 
applications would have  come and

that  too only from the  deserving 
parties.  There is no such limitation 
made. I, therefore, think that  what
ever may be the intentions of  the 
Government, the Government by  this 
law would be bringing over  them
selves a tremendous amoimt of  res
ponsibility and work which is  not 
necessary and which was not original
ly designed.

Shri Jaipal Singh (Ranchi West— 
Reserved—Sch. Tribes): And of which 
they are incapable.

Shri K. P. Tripathi: After all there 
is a limit to the functions of  the 
Government machinery.  The  amount 
of work which this will create is very 
very great.  This will create tremen
dous responsibility which .the Gov
ernment will have to shoulder. Every 
unit which suffers a  loss will come 
and say: we have paid Rs. 50,000: now 
we cannot pay and therefore, please 
extend the limit.  I would,  therefore, 
suggest that whenever the Govern
ment takes such powers, they should 
be limited in character and I humbly 
request the Finance Minister to still 
consider whether thid power can  be 
limited in the way he suggested when 
he moved the motion and in the way 
we understood it then.

4 P.M.

I finally beg to submit that  the 
Finance Minister and particularly the 
Finance Ministry should consider what 
is the aim of this socialistic pattern, 
and if the Finance Minister thinks 
that the aim of the socialistic pattern 
of society is to bring about  certain 
readjustments in the wage structure 
and in the remuneration to  the 
managing agents, then they should go 
by their own report which they have 
accepted, namely, the Bank  Award, 
w^h auglgesits the Tigfit )neasure. 
They should accept the logic of it 
and try to bring about the structural 
change in the  companies.  After 
all,  what  is  a  pattern?  So 
far  as  I  understand  a  pattern 
means the structure of the society so 
recast that it is socialist, whereas in 
certain particular aspects it  might
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be permitted to run in the capitalistic 
way for some time.  Now, what is the 
:?Tructure of the company law?  The 
structure which it is going to  lay 
down for many years to come is, how 
Ihe company law will nm in India. 
Therefore, it is a pattern.  Now, in 
that pattern it is very necessary to 
lay down socialistic principles, not in 
iheory but in kinetic practice, so that 
ihey might automatically apply  to 
changing society.  That is what it is. 
Therefore it should have been so laid 
ilown in the Bill.  I submit that it 
has not been so laid down.  If  the 
idea  which I am putting in.  my 
amendment is accepted, then it would 
be  worthwhile.  So, I humbly  beg
io submit firstly, that my amendment 
may  be considered, and  secondly, 
-even if it is thrown out, then the 
amendment moved by Shri Bogawat. 
may be considered, and thirdly,  the 
amendment moved by the  Govern
ment might be reconsidered as  to 
whether it might be futher restricted 
for being applied omy in those cases 
:in which we have in mind two or more 
directors.

Dr. Krishnaswami:  I have moved
:an amwidment to clause 197.  It is No. 
„549 on the order paper.  I shall deal 
with it in a few minutes after  con
sidering the înplications  of  clause 
197.  I invite the  House to consider 
the. objective underl3ong this clause, 
especially as it raises issues of  far- 
reaching importance for the operation 
..and  continuance of efficient company 
managemnet.  There are, in this Bill, 
-as all of us have realised, many pro
visions which seek to ensure the pro- 
-tection of investors by not permittiftig 
more than a certain upper limit be
ing allocated out of the funds of com- 
-panies  on  entrepreneurial  ability, 
-which ite  represented  by  managing 
agents, or, in  the case of  director-
controlled companies, directors, or, in 
the case  of secretaries and treasurers, 
managers.  Throughout  this  Bill 
one finds various provisions  which 
underline this objective.  But over and 
above tl̂ aim there is a deliberate 
attempt on the part of the Joint Com

mittee,  in clause  107,  to  control 
m’«r-all  managerial  .remuneration. 
The original Bill did not make an at
tempt  to fix a limit to managerial re
muneration.  Probably  the sponsors 
of the Bil> and my friend the Finance 
Minister were wise enough to under
stand the numerous pitfalls into which 
they  would fall by fixing an overall 
managerial remuneration.  The Joifeit 
Committee,  has however  rushed  in 
where angels feared to tread and has 
given quite an undue prominence to 
this clause 197,  the full implications 
ot which have not been understood by 
the Members of the Joint Committee.

Shri M. S. Garupadaswamy:  How
do you know?

Dr. Krishnaswami:  That is exactly
what  I am going to explain and my 
friend should  learn to listen before 
he  interrupts.  I want at the outset 
to point out  that in clause 197,  as 
drafted,  there are ambiguities which 
1  hope my Mend Shri C. C.  Shah, 
well-versed in solicitor lore, will at
tempt to clarify,  if not for the piir- 
pose  of illumining the mind of  the 
House at least for enlilghtehing  one 
who is  not experienced  in the wiles 
and mtricacies of company managers 
and management.  May I read clause 
197.  It reads as foUows:

*'(1) Save as otherwise expres
sly provided  in this Act, in  the 
rase of a public  company or  a 
prî7ate company which is a sub
sidiary of a public comi>any, the 
total  remuneration  payable  by 
the company to its directore,  its 
managing  agent  or  secretaries 
and treasurers,  if  any, and  it*5 
manager, if any, shall not exceed 
eleven per cent, of the net profits 
of the company,  computed in the 
manner laid down in sections o48, 
349 and 350, except that the re
muneration of the directors shall 
not be deducted from  the  gross 
profits.

(2)  The  percentage  aforesaid 
shall be exclusive of any fees pay
able to directors for meetinffs of 
the Board attended by them̂**
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Then comes the other sub-clause, an 
exĉion, on which there is bound to 
be a difference of opinion.

'*(3) Nothing contained in sub
sections (1)  and  (2)  shall  be 
deemed-—

(a) to prohibit the  payment 
of a monthly remuneration to 
directors  in  accordance  with 
the provisions of section 308 or 
to  a  manager  in  accordance 
with the provisions of section 
387; or

(b) to affect the operation of 
sections 351, 352, 353, 354, 356. 
357, S58, 359 or 360”.

I  do not propose  to consider  the 
other parts of  this clause,  because, 
this particular  sub-clause by itself 
raises quite a number of diflKculties. 
There are two interpretations that one 
can  put upon this clause and both of 
them can be sustained with a certain 
measure of iplausibility.  Now, the 
first interpreUtion is, that clause 197, 
as worded, leads  to  the  inference 
that the expression ‘total remunera- 
tibn’  refers only to the remuneration 
paid  by way of  share and  profits, 
especially as the overall remuneration 
has been expressed in terms of  net 
profits.  What is the significance of 
sub-clause (3)?  According to this in
terpretation,  it is mainly  clarifica- 
tory.  It is  intended to make  clear 
that  monthly  renumeration aiy> is 
not  excluded and comes within  the 
overall limit of 11 per cent.  This in- 
terpretatilon gains strength from  the 
different wording used in  sub-clause
(b) where it has been stated that no
thing contained in “sub-«edtiona (1) 
and (2) shall he deemed to affect the 
operation of sections 351. 352, 353, 354, 
356, 357, 358, 359 or 360*’. According 
to clause 351, a higher rate of remu
neration is meant to be given than that 
envisaged  in  clause  197  and  this 
can  be done at the sweet will  and 
pleasure of the executive.

The other interpretation is that the 
employment of the word ‘prohibit’  is 
meant to exclude monthly remim̂ > 
tion from the overall litonit aUogether-.

Obviously  ‘total  remuneration’  in

cludes both,  and a  clarification is 
hardly necessary.  I propose however 
to  consider the first interpretation, a» 
the interpretation which the Govern
ment  accepts.  It is on thi<s  matter 
that a battle is going to be fought , in 
this House.

First, Jet us  consider the  conse
quences of fixing an overall limit of
11 per cent, on all types of manage
rial  remuneration.  There  can  be 
various kinds of consequences depend
ing  on the ciJTcumstances.  Let  us 
take the case of a small or a medium
sized  company.  Consider how  the 
fixing of  this overall  limit  would 
operate,  either  to its  advantage or- 
disadvantage.  Let us take a company 
whose effective capital is Rs. 10 lakhs.. 
We have to distinguish between  ef
fective capital and the paid-up capi
tal.  The  paid-up capital is,  as  is 
well-known, smaller than the effective 
capital.  A company whose  effective 
capital is Rs. 10 lakhs would be ex
pecting  normally  a sales turnover- 
Df an amount between  Rs. 10 lakhs 
and  Rs.  7 5  lakhs.  This im  the 
figure which has been given in one of 
the Reserve Bank’s  monthly bulletin; 
reports,  and this is a figure  which 
may  be accepted as admittedly cor
rect.  On a turnover of Rs. 7-5 lakhs 
or  Rs. 10 lakhs,  the best of  com
panies  cannot expect to make more 
than 20 per cent, net profit  Twenty 
per cent, of 10 lakhs would amount to
Rs. 2 lakhs.  If 11 per cent of this: 
net profit is the upper limit fixed for 
managerital  remuneration,  then  the- 
('ompany has Rs. 22,000 to spend  on 
management.  Should it happen that 
a  coR̂pany  is  managed  only  by 
managing  agents,  without  the 
assistance of a directorate, a director 
or  a  manager,  no  diiBculty 
would arise.  Obviously it would be 
quite fair that Rs.  22,000 are paid to 
the  managing agents.  But generally, 
a  comp»iy whifch  has an  effective 
capital of Rs. 10 lakhs cannot be nm 
except with a managing director or a ̂ 
manager.  I wonder whether the Joint
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Committee—I am now putting  this 
point of view before my friends who 
are here, ifreat protagonists of  the 
wisdom and  learning of the  Joint 
Committee—understood  the implica
tions  of the proposal that they have 
made?  A managing director should 
get, I suppose, a monthly  remunera
tion  of Rs. 1.000 and the  amount 
that  would be left for the managing 
agent would at best be only Rs. 10,000 
—a small  amount—̂if  there is  no 
manager at all.  But a company  of 
the size of Rs. 10 lakhs cannot pos
sibly get on unless it has a manager 
as well.  In these circumstances either 
of  two  undesirable  consequences 
would  ensue.  These  would  be 
evasion  by  giving  managers  a 
different  nomenclature  such  as 
production  executives, sales  execu
tives Or other such terms, in  which 
event the overall limit would go  by 
the board and will be defeated. 
member,  after all, that the  clause 
here refers only to certain specified 
categories and I am putting this point 
so that hon. members may ask them
selves:  whether it is fair on our i>art
to attempt the impossible and then 
to  allege  that there has been  cir
cumvention  by  wicked  capitalistic 
managements  The  other  conse
quence would be. Mr. Chairman, that 
instead of attracting  talent to  the 
company,  the managing agent him
self would  put on  the robes of  a 
director; competent men will be taboo; 
a race of incompetents will run our 
industries and  while it might  suit 
my friends )tike  Mr.  Kĥ dubhai 
Desai who can then allege that  the 
private sector has discredited itself, 
the  poor investor for whom we have 
been shedding tears will suffer losses 
and  will probably be  extinguished 
as a result of this new fangled ex
periment  in  company  legislation 
which the Government has embariced 
upon.

Shri Gadgil: Not a bad consequence; 
it will go out and the public  sector 
will take up the task.

Dr. Kriflhnaswami: The public sec
tor  wUl not be able to take up any 
thing like an appreciable part of this

task.  During the first three years 
the Plan, my friend Mr. Gadgil knows- 
that the public sector has attempted 
only about Rs. 30 crores worth of de
velopment in  those fields which  are 
taken up by the private sector. During 
those three years the private sector 
embarked on investment  m similar 
fields to the tune of Rs. 120 crores- 
No one can envisage a sudden develop
ment  on the part of tiie public sector 
from Rs. 20 crores to Rs. 120 crores 
in these fields.  This is not realistic 
and even those who are temporarily 
outside the Cabinet should realise that 
such expenditure may not be adminî 
stratively feasible.  I am not therefore- 
carried away  by this argument that 
the public sector wiU take up 
thing.  Of course, this does not 
that it is not open to us to natibnalise 
those industries  which we feel should 
be nationalised, but let us understand 
that there  are certain basic economic 
realities that we have to respect.  Let 
me pursue this analysis a step  fur
ther. I know that it is difficult for my 
friends to review problems witfliout 
prejudice,  especially as they concern 
the private sector.  But  legislating; 
as we do for bringing about a healthy 
structure, legislating  as we do  for 
the purpose of getting these managing 
agents  and  others who have  been 
obtaining a more than their due share 
of profits,  under reasonable control, 
we ought to find out how these pro
visions  will affect industry and more 
particularly the relatively small com
panies.  Let  me pursue  this  ana
lysis,  as I said, a step further.  No 
one in  his senses would suggest that 
a cocnpany wfaidi makes 20 per cent 
profit—and the example I have giv̂ 
is a  typical example of a firm which 
has  got Rs.  10 lakhs  capital—is 
making  înadequate  .profit'.  The 
Finance Minister’s amendment if  1 
remember arît, peters to ‘inadequate 
profit’,  Sub-dause (4), for instance.- 
reads as follows:

“Notwithstanding anything con
tained in sub-sections (1) to (3), 
if in any financial year, a com
pany has no profits or its profits
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are inadequate, the company may 
pay to any director or directors 
including  managizig  or  whole
-time directors, if any,  its manag
ing agent or secretaries and treat- 
n̂rers, if any, and its manager, if 
;any, or if there are two or more 
of them holding office in the com
pany, to all of them together, by 
way of minimum remuneration, 
:such  sum  not  exceeding  flfty 
thousand rupees per annum as it 
♦considers reasonable.”

But I place these considerations be
fore the House: suppose it is a  com
pany  of the  type that I have  en
visaged.  There are small companies 
■which are making 20 per cent, profits, 
and  yet have to spend much more 
rthan 11 per cent of 20 per cent  on 
managerial establishment. They would 
;not in future be able to do it and they 
-trannot  qualify  for  the  concession 
unless they make losses.  Sub-clause
(4)  is therefore  an  inducement  to 
make  the  small  companies  make 
losses.  This may be one result.  It is 
not a favourable consequence  from 
the social angle.  It is not right on 
■our part to induce the private sector 
‘to make losses.  That would not be 
fair.  '

Shri Gadgil; WiU they be so per
verse  as to make losses?

Dr. Krishnaswami:  11 our legisla-
ition  is perverse, if we are perverse 
in our methods of dealing, with com- 
,panies  we must  expect  all-round 
•perversity;  and i therefore ask my 
hon. friends to  consider what  they 
are doing. There is no use exclaiming; 
“will they i>e  perverse?”.  When  I 
am  perverse,  when as a legislator 
I  choose to be oerverse, I  certainly 
ittvite the other side  also to be equal
ly  perverse.  People are aptt to react 
"to perversity  in a perverse manner. 
That is  what happens in politics as 
my lion, friend realises and that  is 
what  will liappen in the world  of 
iKJsiness.  1 ̂ wuit my friends to viiew 
this matter from a realistic point  of

view and all that I  would say is that 
this  is one of the consequences thai 
might emerge.

The other  method which may be 
adopted is the circumvention of these 
provisions  altogether,  to cncourage 
which  I do not  think is wise,  and 
proper and which, I  think,  in  the 
long  run will not redound  to  the 
credit of those who are suggesting tiiat 
they have plugged the loopholes of 
our companjr law administration.  The 
operation of this clause in the case of 
small companies would work to the 
detriment of the investors altogether. 
What of larger companies?  I  want 
to speak on this question clearly and 
fully; and if  I  am wrong, I hope my 
hon.  friends the Minister for Labour 
and Mr. Gadgi‘1,  as senior and ex
perienced Members well versed in the 
guiles of managing agents, will cor
rect me.  This  proposal  of  11  per 
cent of the net profits being assured 
for managerial  remuneration  might 
work well in a normal year.  I envi
sage that is what happens in the case 
of  some companies.  But do remem
ber—and this is an important qualifi
cation which we have to take into ac
count in the case ol any legislation— 
that those profits are a residue.  They 
are likely to vary; they are Ukely to 
be  subject to wide fluctuations which 
are  beyond the control of any ma
nagement.  In any year, to mention 
an  example, when new machines are 
installed or when there is a strike for 
which the management may not  be 
responsible,  profits wiU fall and the 
amount that will be collected for de
fraying  managerial  remuneration 
would fall.  May I ask, whether the 
salary  of a managing director, essen
tially a  business  eâecutive,  should 
fiuctuate even when he has no desire 
to  have any stake whatsover in  the 
profits of the company?  What  will 
happen  in the case of these  larger 
companies is  that instead of having 
these  designatibns of mcmaging direc
tors and directors,  we will  have a 
plethora of new men with new names, 
for circumventing the provisions  of 
this clause and  these men will  be 
fulfilling the same functions as before
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I; looks as though we  are in Wonder
land where things are not what they 
r̂e  or what they are told to be; they 
are »quitie different, depending  upon 
how the dormouse interprets  them.
1 want my friends to  realise how 
such a development  will affect  our 
business morality and the growth of 
b̂usiness ethics.  Who gains as a re
sult of  this mistaken piece of legis
lation?  Surely  not  the  investors. . 
I  am surprised that the Finance Mi- 
■nister, who with this natural itatelli- 
gence  should have been expected to 
have applied his mind  to the  basic 
facets of industrial development, who 
knows more of industry than  many 
of  us here in this House,  has been 
bludgesned into  submission by soli
citors and attorneys.

I should like to put this point  of 
view from another angle before this 
House.  Let us remember that in the 
case of any industry or firm, the age 
of the industry has to be taken into 
account.  In the earlier years, of  a 
firm’s life, managerîal  remuneration 
is  bound to be a bigger proportion of 
the profits.  It is not essential that the 
profits should be inadequate or that 
these firms should be run at a loss. 
If  they make, let us say, 6 per cent 
profits, having borrowed at 3-1/2 per 
oent in the market,  it would still be 
profits and this may not be consider
ed  to be inadequate, at least accord
ing  to the appreciiation that many of 
us have of profits here in this House. 
Certainly in the earlier  years, mana
gerial remuneration would  form  a 
bigger proportion of the amount  of 
profits, eihied by firms.  Therefore, it 
is best not to penalise the develop
ment  of new  industries as we  are 
seekitig to do by  this provision.  In 
the  formative years of a  business, 
in the formative years of an industry, 
it  is all the more necessary to  at
tract the best managerial  talent by 
paying  it  a  'higher  remimeration. 
That is what is being  done ki many 
of these industries where there  has 
been  development.  If we  wish the 
private  sector to play its part,  we 
must create proper conditions for its

functioning.  But, if we do not wish 
to have a prifvate sector, let us na
tionalise everything straightaway. Let 
us not have this dubious compromise. 
Let us not say: We shall have a voice 
in the internal  management of  the 
private sector, and  lay the flattering 
unction  to  our  souls  that  we are 
promoting a new type of society.  This 
is not how  a new type of society will 
be achieved.

What is the solution?* I would ac
quest my hon. friend Mr. C. C. Shah 
to  lend me his ears for a while.  1 
know his mind is closed to reason.

The Parliamentary Secretary to the 
Minister of Finance (Shri B. R. Bha- 
gat):  He has lent l>oth his ears.

Shri C. C. Shah: In fact, I did not 
want to interrupt my hon.  friend’s 
very eloquent speech.  I would only 
request him to apply his mind to  the 
proviso that is sought to be  added 
now.  That is intended to meet the 
situatiton which my hon. friend is so 
eloquently putting forward.

Dr. Krishnaswami: I have applied 
my mind fully to that proviso,  and 
I assert that these cases are not cover
ed.  I would only wish him to  con
sider  the  instances  that  I  have 
brought to his notice.  He will realise 
that from the figures that I have girven, 
from the rates of profits that I have 
put before him,....

Shii Gadgil:  You always ask for
more.  Now the proviso; now some
thing more.

Dr. Krishnaswami: I am not saying 
that we should ask for more.  I  am 
not in the position of  Oliver Twist 
asking for more.  I am only asking 
this House not to adopt this provision 
and then feel aggrieved that it has 
to give more.  It would be a perverse 
solution of a problem. I would like my 
hon. friend Shri Gadgil to eschew  a 
little bit his prejudice and apply his 
undoubtedly  first rate mind to con
sider  the problems that  face honest 
and  eflHcitent companies.  After  all 
there are in our country honest com
panies.
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What is the solution?  I had chosen 
15 lakhs as a figure for small com
panies  to  portray the troubles that 
would  face them.  This figure  was 
meant obviously to be an illustrative 
or a notional  figure.  I want this 
point  to be considered by my  hon. 
friends. Even in the case of the best 
companies where there has been an 
ilnvestment of Rs. 15 lakhs, and where 
the annual sales turn-over is another 
Rs.  15 lakhs,  and there is a profit 
of 20 per cent., it would be found 
difficult for such companies to operate 
according to established rules if this 
overall managerial  remuneration  is 
fixed as the Joint Committee has sug
gested.  My feeling iis that if we wish 
to  plug the loopholes, if we wish to 
fix a limit  on  the  entrepreneurial 
income of the management, a simpler 
device would be to accept an amend
ment  similar to that which I have 
moved, namely ‘̂that nothing contain
ed in sub-sections (1) and (2) shall 
apply to a director or numager unless 
he is either an associate of the ma
naging agent or shares  in the profit 
of the company ”

Incidentally, what is  the  purpose 
that we have in view in fixing a limit 
to the remuneration?  Those whom 
We  wish to cover are the  entrepare- 
neurial  classes.  We should not  at
tempt to cover the salaried executive 
and make it  difficult and trouUescvme 
for  companies to operate.  1  would 
like to  place before this House  the 
feeling that I have had in considering 
various provisions of this mammoth 
Bill.  I know that in promoting effi
cient  company  management,  we 
would  have to have more of inter
vention by the State.  But, consider
ing  the numerous provisions  which 
have been included in this Bill,  con
sidering the  distinctions that  have 
been made between private enterprise 
and public owned conq>anies, that is, 
nationalised  enterprises, I venture to 
think that we are in for a most un
healthy  development.  I  want  the 
Flhance Minister to search his con

science,  to rise superior to his  en
vironment, to free himself and  the 
House from the tyranny of solicitors, 
and to apply  his undoubted  intelli
gence to the solution of the diffictilt 
problems that face us.  Whither  are 
we drifting?  We would be as a result 
of this legislation  as far  removed 
from a socialistic pattern of society as 
the antipodes. It may be that some of 
my friends do not approve  of  this 
description.  Considering  this  and 
various other  provisions in this Bill,
I  find that the distinction that  has 
been made is not going to help us m 
the least to advance towards a socia
listic pattern  of society.  The wide 
range of powers conferred on the exe
cutive will lead either  to a  servile 
society  in which  every one desires 
to  be on the rîght side of the Gov
ernment Or to a comŷ society where 
the  art of  persuading  government 
servants to the view of business ma
nagers  has  been perfected.  Is this 
what we want?  Does the Finance Mi
nister wish  to be the  architect  of 
this new society which would have no 
redeeming  virtues  and  which in a 
measurable period of time would lead 
to a perversion of democracy?

Sbrt Asoka BleliU:  I would Uke to
confine my observations to ciause 197 
and some of the amendments that have 
been moved  to that  clause.  That 
clause deals with the oveiall  maxi
mum  managerial  remuneration  as 
well as with the mibimum managerial 
remuneration in the absence of or in
adequacy of profits.  I would like to 
point out at the very beginning  that 
this particular provision does not ap
ply to  private  cpmpcuiies.  Unfor
tunately,  we have no upiodate statis- 
tiics  available.  The latest  statistics 
that are available relate to  1052-53. 
In  the  year  1052-53,  there  were 
17,337 private  companies as  against 
12,055  public companies.  The paid 
up capital  of the private  companies 
was Rs. 253 crores.  The  managerial 
remuneration  of these private com
panies—17,000  and  odd,-shaving  a 
paM up capital of Rs. 253 crores—will
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in no way be affected by the provi- 
sioi\y  that we are discussing.  It  is 
necessary . to remember  that  this 
particular  provision  has application 
only  to  public companies.  Again, 
though ilt is said that this particular 
clause fixes the overall remuneration, 
we find that the clause makes a speci
fic  provision that it shall not affect 
the operation of clause 351.  crause 
.S51 is a very important one.  It says 
that  additional remuneration in ex
cess  of the limits specified in clause 
347 may be paid to the managing agent 
if and only if such a remimeration 
is  sanctioned hy a special resolution 
of the company and is approved  by 
the Central Government as being in 
the publk*  interest.  It says that  if 
a special resolution is adopted by a 
company and if the Government feel 
that it is in the public interest that 
a  higher  remuneration be paid,  it 
is  open to any managing agent to re- 
■{-•eive a  remuneration that  will  be 
higher than the overall limit that  is 
fixed here.  Clause 351 is outside the 
scope of the mischifef of clause 197. I 
-do not know, and I would very much 
like  the Finance Minister to tell us 
-why a higher remuneration should be 
in the public interest.  After all, the 
Government is going to decide whe
ther it is i#n the public interest or not. 
What  is  the possible  contingency 
-where a remuneration higher than 11 
per cent or-  10 oer cent  would  be 
deemed to be necessary in the public 
interest?

It is possible that companies might 
pass  this kind of a resolution.  It is 
conceivable that in certain companies 
this kind of special resolutions  may 
be  adopted.  But, under what cir
cumstances?  What are the  contin
gencies envisaged wherein the  Gov- 
•emment would agree to increase the 
overall limit that its sought to be laid 
down by this particular clause?  Be
cause,  the clause expressly provides 
that section 351 will not come under 
its mischief.

Then again, if  you will  considor 
clauses 356 to 300—1 do not want U;

waste your time by reading  them— 
you will find that  they provide  for 
sources of additional remuneration un
der certain  conditions.  Therefore, 
it  needs to be remembered that  the 
overall  limit or the ceiling that is 
beiiig  provided has  a considerable 
amount  of elasticity in it.  It is  a 
rubber ceiling.  It is a ceiling made 
up of rubber and not a firm ceiling.

The Finance Minister in the course 
of the reply that he gave to the gaie- 
ral  discussion had some very perti
nent  things to say on the discussion 
that had taken place on ttiis clause.  I 
and perhaps some other Members had 
contended that in the Um*ted States of 
America and in the  United Kingdom 
the managerial remuneration is about 
one half to two per cent.  In reply to 
that argument,  the Finance Minis
ter stated:

*‘So far as the  United  States 
and the United Kingdom are con-* 
cerned, hon.  Members are  not 
well inforrned.”

I grant the Finance Minister that, 
thanks to the massive secretariat that 
he  has bshinci him,  he is  normally 
better informed than we are on this 
side  of the House.  But, may I invite 
his  attention to  the fact that  this 
statement that ki the United States of 
America and in the United Kingdom 
the  remuneration  for  management 
varies between one half and two per 
cent,  was not made by me or by any 
of  my colleagues on the basis of our 
limited information,  but was  made 
by the Bombay Shareholders* Associa
tion.  You will  find that  statement 
made by the Secretary  of the Bom
bay  Shareholders’ Associatiton in the 
course of his  evidence at page  70. 
Does the  Finance Minister  suggest 
that the Bombay Shareholders’  Asso
ciation’s information on the  subject 
of  managerial remuneration in other 
countries  is also as inadequate  as
that  of some Menibers of the  House 
whom he has criticised?
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Then he proceeds further and says:

“They run to ten per cent,  in 
some cases.  In a Cansfdian com
pany they  run to  24 per  cent. 
Therefore, you may say that the 
figure varies between len and 24 
per cent.”

He himself has said  that the mana
gerial  remuneration runs to ten per 
cent, in some cases  and  concludes 
from  that, that it varies between 10 
and 24  per cent.  He has chosen  to 
rely upon individual cases  and he has 
tried  to make much of  a Canadian 
company where the mana/jerial  re
muneration  iiins to 24  per cent.  I 
have tried very hard to find out if any 
kind of a general or an average figure 
about  the maxxagerial  remuneration 
could be obtained,  but unfortunately 
I  have not been able to do so.  But, 
I  have before me a large number of, 
a  faiiiy long list of important com
panies in the United States of Amenta 
and  in the United Kingdom,  and  I 
find that—and they include such im
portant concerns like the Anglo-Ira- 
nian Oil Company, the Dunlop Rub
ber  Co., the Imperial Chemical  Jn- 
Justries, the P. & O. Steam Naviga- 
iton Co., Uniliver Limited.  Interna
tional  Nickel Co., of Canada.  Ford 
Motor Co., Ltd., the Imperial Tobacco 
Co.,  and  Wickers  Limited—̂the 
managerial remuneration varies 
ween 0-11  per cent,  of the profits 
earned to a maximum of 3-77 per cent, 
I  shall not tire you by quoting <\e- 
tailed figures  about different
panies,  but I am sure this informa
tion  is available to the Finance Bfi- 
aister and it is  not fair to the House 
to say that the managerial remune
ration in the United States of America 
and the United Kingdom varies bet
ween 10 and 24 per cent.

Then again, he proceeds further and 
<«iys:

'*So far as our country is  con
cerned, there are the figures given 
in  the  Reserve  Bank  bulletin 
which show that on  what wcnild

oe net profits  according to  our 
definition, the  managing  agents 
have, during the  three  years, 
1950,  1951  and  1952,  received
about 27 7 per  cent, of the  net 
profits.”

Now, the Reserve Bank  bulletin 
makes it very dear that in the three 
years  1950 to 1952, managing agentŝ 
remuneration amounted to a total of 
Rs. 32 crores or about 14 per cent, 
of the profits as shown in Table  7. 
Table 7 is also very clear.  The total 
of  profits  earned  are  shown  as 
Rs. 233 7 crores while  the managing 
agents’  remuneiution is calculated
at Rs. 32.41 crores.  A reference is 
also made there,  and it was made 
on the floor of this House also, that 
the Taxation Enquiry Commission in 
their  report.  Volume I,  page 127, 
have come to the same figure.  The 
managing agents’ remuneration  ac
cording to the Conunission constituted 
14 per cent of the profits inclusive 
of taxation and the manâ ng agentŝ 
remuneration was for  492 companies 
during  1946-1951.  The contention 
of the Finance Minister seems to be 
that the figure would radically change 
if we adopt the new definition.  It 
is argued that  the  Reserve  Bank 
bulletin is not based on what would 
be the net  profits according to our 
definition.  I would  like to suggest 
that the  new  definition  does  not 
materially alter the concept of  net 
profit. I do not think that the Finance 
Minister would  be able lo point out 
that the quantum of net profits under 
the new definition would shrink to 
such an extent that 14 per cent, would 
become suddenly 27.7 per cent.

Our definition of net profit is given 
in clause 348  of the  Bill.  If  you 
compare the definition with  section 
87C of the present Act you will find 
that the differences in the two defini
tions  ar̂ not of a material charac
ter. As a mater of fact, the differences 
between the two definitions are fully 
explained by the Bhabha Committee 
in their  report at pages 97 to W or 
oarâraph 130.  It is a  very lotî
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paragraph and I would not like  to 
take your  time by quoting it, but I 
would be satisfied with inviting your 
attention,  and  through  you,  the 
attention of the Finance Minister, to 
it.  The difference between the two 
definitions is not so material that 14 
per cent, would be  convci icd into 
27'7 per  cent.  And  therefore,  I 
would like the Finance Minister  to 
tell the House how he has come* to 
the conclusion  that  the  managing 
agents drew 27*7 per cent of the pro
fits as their  managerial  rennmera- 
tion.  This point is very  important 
because of what the Finance Minister 
has said immediately after that. This 
is what he says:

“Now. these are  going to be 
reduced to 10 per cent.  I must 
remind hon. Members  that 27*7 
per cent, is the actual and 10 per 
t-ent. is the maximum. Ther̂ore,
I expect that if we were to foresee 
the future and take the figures 
for 1955, 1956 and 1957, it won’t 
be 10,  we may find  it at 8.  I 
suggest therefore that to reduce 
the rewards or remuneration of 
any one from 27 to  8 per cent 
is an achievement to  be  proud 
of, an achievement which would 
be fully in conformity with the 
socialistic pattern of society which 
we are trying to introduce.”

The suggestion here is  that as  a 
result of this clause 197, managerial 
remunerations would be reduced by 
about two-thirds, from 27* 71 per cent, 
we shall find when we re-assemble 
here in 1957 or 1958 that the manage
rial remuneration has fallen to 8 per 
cent,  of the  profits.  I am  afrud 
that also is an unproved assumption 
on the part of the Finance Minister. 
He has been kind enough to supply 
us with a sheet where financial parti
culars relating to managing agencies 
that  managed  1720  companies  in 
India in 1951-52 are given.

There, it has been said  that  the 
amount payable to managing agents 
as remuneration was Rs, 10*40 cro-

res.  Am I to  believe  that  these 
FIs. 10*40 crores, which according tô 
him constituted 27*7 per cent of the 
profits  (i.e. Rs. 38 crores) that were 
earned by these  companies, would 
be reduced in  1955-56 and 1956-57 
to just Rs. 3 crores?  Is he prepared 
to give us an assurance  here  that 
m case these companies make a pro
fit of Rs. 38 crores in the next three 
years, their inanagerial renuinentiiî 
under the  provisions  of this  Bill 
would be  reduced to Rs. 3  crores?
If these were the drastic provisions 
of this Bill,  I do not know  where 
uiy hon. friends  Shri Tulsidas  and 
Shri G. D. Somani  will be.  Surdy,. 
they would not be absent  from the 
House just now.

An Hon. Member: One is here.

Shri Asoka Mehta: What is sought 
to be done under this Bill is to reduce 
the remuneration  from 14 per cent 
to 11 per cent.  And my contention 
is that it is a red herring that  the- 
Finance Minister is trying to draw 
by telling us that the remuneration 
is going to be cut down by 66  per 
cent.  Only if he can prove from an 
analysis  of the statistical data that 
are available to him that as a result 
of the provisions lOf that we are going 
to incorporate in this Bill, in  1957,. 
these verĵ companies under parallel 
circumstances would not get Rs. 10* 4r 
crores but only  Rs. 3 crores,  only 
then will the Finance  Minister  be‘ 
entitled to claim the credit that  he 
has claimed in the speech  that  he 
made the other day.

Shri Gadsrtl:  Why  should  youi
assume that the  profits  will  ever 
remain steady?  They may increase- 

also.

Shri Asoka Mehta: My hon. friends 
Shri Bogawat and Shri K. P. Tripafhi 
have invited your attention to (flie 
tremendous concentration of profits in 
a small number  of companies.  The 
figures that they have given, unfor- 
timately are for the  year  19M.  I 
would have preferred  figures for thfr 
year 1951-52,  so that we would have 
been able to compare them with the
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figures that have been provided by 
the Finance  Minister.  But even  in 
1953, we find that 52 companies—as 
they  have  pointed  out—had an 
enormous amount  of profits running 
.up to Rs. 32 crores or more.  Out of 
these 52 companies, about five or six 
-are not managed by managing agents. 
Even if those  companies are taken 
t̂,  we would still find that 47 big 
^mpanies were able  to make profits 
Tunning to something over Rs. 30 cro- 
res.  These 52 companies  are  only 
those  whose profiis were over Rs. 22 
lakhs. The company that is mentioned 
last in that list which I also have with 
me hsv\ a profit  of Rs. 22 lakhs, and 
the one with the highest profit had 
a profit of over Rs. 5 crores.

Not only is there  concentration of 
profit, but the same kind of concentra
tion is also there in management. In 
Vol. I of the Written Evidence of the 
Jieport of the  Company  Law Com- 
-mittee, we  find  that 64  managing 
agencies controlled 415 companies with 
a paid-up capital of Rs. 136 crores. 
There  is  thus  concentration  of 
management on tlie one  hand,  and 
-there is also concentration of profits 
on the other in a certain limited num- 
l>er of companies. We may have 29,000 
companies, but the  real  cream  of 
profits is concentrated in just 50 com
panies which are controlled by per
haps 50 or 25 families in India.  It is 
these 25 or 50 families in India con
trolling 50 major  concerns  in  the 
countrj',  that are able to get perhaps 
'70 or 80 per cent of the large pro
mts that are made in the country. It 
is therefore, misleading,  if you will 
permit me to use that word, to talk 
in terms  of  averages  or  to  lump 
together big  and  small  companies 
together  and  offer  overall  figures 
“here. It is necessary to sketch before 
-ourselves the i>attem of the pyramid, 
because the  real  concentration  of 
power and ŷealth lies in the apex 
•of the  pyramid.  What we are con
cerned with here is to see that the 
:apex is not out  of proportion with 
ihe rest of the body of the pyramid.

We want to flatten the very shape of 
the pyramid which has been elongat
ed in the last 80 or 40 years.

I would again invite your attention 
to clause 197.  In that clause, it  is 
suggested that  in  certain  circums- 
tance.s where profits  are inadequate 
or where  there are no profits,  the 
company would be entitled to give  a 
managerial  remuneration  up  to 
Rs. 50,000.  If you  look up the data 
that have been supplied to us,  the 
financial data that have been supplied 
to us bj’̂ the Finance Minister,  you 
will find that Rs. 3 crores are drawn 
by 1,720 companies as office allowance.
So, the average office allowance works 
out to Rs. 1,500 a month or Rs. 18,000 
a year.  I am not very familiar with 
Ihe management of companies,  but 
what little I know  about it teUs me 
that the office allowance varies fron 
Rs. 1,000 a month to Rs. 2,500 a month. 
In between these  limits,  office  al
lowances are fixed.  As you  know 
very well, this  office  allowance  Is 
purely a notional thing.  No offices 
are maintained,  and this is a kind 
of remuneration given to the manage
ment.  In a large number of com
panies, the management seemed  to 
continue  their work  on the office 
allowance that they are drawing. And 
office allowance,  as it appears from 
the figures that have bren supplied 
by the Finance Minister, are usually 
in the neighbourhood of Rs. 18,000 a 
year.  That Rs. 18,000 should not be 
raised to Rs. 50,000.  That is  our 
fear.  Under the Bill it is provided 
that if any change has to be made— 
there will be no office allowance, of 
course—there will be provision in the 
articles of the company for minimum 
remuneration, and for that purpose, 
suitable modifications  will have to 
be made in managing agency agree
ments.  I would  like  the  Finance 
Minister to give us an assurance that 
when the suitable modifications  are 
made,  and when those modification? 
are brought before Government for 
their approval,  they will see  to it 
that that  minimum that  has  been
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so far is  not  raised  and 
brought closer to the ceiling  of  the 
floor.  From the various speedies that 
have been made here,  there  is  a 
tendency on the part of a large num
ber of people  to think that Rs. 50,000 
is going to be the  floor.  The  idea, 
however, is that Rs. 50,000 should be 
the ceiling of the floor,  and every 
cstre has to be taken to see that those 
who have been drawing smaller re
munerations or lesser  remunerations 
do not take  advantage of  the pro
visions that are being suggested ngw 
to raise  their minimum remunera
tions.

I would like to make just two more 
points before  I  conclude.  Firstly, 
this 11 per cent,  to my mind,  is too 
high  a figure.  It is too high a figure 
for more than one reason.  The Bom
bay  Shareholders’  Association  had 
originally suggested 7i per cent  It 
is true that in the  course of  their 
evidence before the Joint Committee, 
they had raised the figure to 10 per 
cent,  but the association did it in the 
hope and expectation that the manag
ing  agency system is in its last gasp, 
and the  association  was  labouring 
under the belief that the managing 
agency system would be extinguished 
in the  near future; and it was only 
for a  temporary  period  that  the 
association advocated a remuneration 
of 10 per cent of the profits.  The 
considered opinion of the association 
was given earlier, and that was 7̂ 
per cent.

The same opinion was supported by 
the Bombay  Stock Exchange.  The 
Bombay  Stock  Exchange,  in  the 
course of its memorandum, has said 
that the  managing agency commis
sion  shall  not  exceed 7i per cent, 
of the net prrofits, subject to a reason
ably fixed minimum,  that  the  net 
profits,  for this purpose,  shall be 
determined after providing for  de
preciation, taxation and other legiti
mate charges,  and  that there shall 
oe no  office  allowance.  Botb  the 
Shareholders’  Association  and  the 
Stock Exchange had  suggested that 
the  maximum should be 7i per cent. 

265 L.S.D.

And,  as was pointed out,  I beUeve, 
by my friend,  Shri Bogawat, such  a 
big company, the  giant,  the  pace
setter in India’s  industrial develop
ment,  the Tata Iron and Steel Com
pany,  charges  only  7i per  cent. 
Seven and a half  per cent  is  the 
maximum commission that the Tata 
Iron and Steel Company charges.

I would like to invite jour atten
tion to  the  provision?  about  the 
managing  agents’  remuneration  as 
far as the Tata Iron and- Ŝ el Com
pany is concerned.  The  commission 
is charged at the rate of 5 per cent 
on the  net profits,  and at the rate 
of 7 per cent, if ordinary shareholders 
get a dividend exceeding 8 per cent 
and not exceeding 10  per cent;  at 
the rate of 7i per cent if the ordinary 
shareholders get a dividend exceedĴ 
10 per cent.  There is a slab syst̂  
whicli is directly linked up with  the 
dividends that are paid to the share
holders,  and even under  the  most 
prosperous conditions of the company, 
the highest commission that is charg
ed or the  managerial remimeration 
that is charged by the Tata Indus
tries is 7i per cent

Shri Gadgil: In other words,  they 
deserve and desire.

Shri Asoka Mehta:  In  case  the
company is not able to pay the share
holders a reasonable  dividend, then 
the managerial  remuneration !■ in
duced to 5 per cent of the net profits.
I do not know why in our generosity 
we are willing to give them 11 per 
cent,  when  the  biggest  industrial 
enterprise in the country  has  been 
built up by the greatest pioneer  of 
industrial development in this coun
try on the  basis  of an  agreement 
wJiich provides that  the managerial 
remuneration should, in normal cir
cumstances,  be 5 per cent and  only 
in extraordinary circumstances, when 
prosperity has been very great, 74 per 
cent.  I do not know  why we are 
going to provide for 11 per cent when 
the Bombay Stock Exchange says that 
7i per cent  is  enough,  when  the 
Bombay Shareholders’ Association, to 
whose informed capacity the Finance
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Minister paid a tribute the other day, 
says that 7i per cent is reasonable. I 
would,  therefore, request the House 
to consider seriously tiie amendments 
that have been moved by my friend, 
Sltti M. S. Gurupadaswamy,  Nos. 76 
and 77.  It is unfortunate that due to 
the absence of Shri Ramath, amend
ments No. 404 find 440, have not been 
moved.  In  the  absence  of  those 
amendments,  I would like to support 
Shri Bogawat's  amendment  No. 89. 
There is no doubt that some kind of 
a slab system Should  be worked out. 
In case we are not going to accept 
the suggestions made by my friend, 
Shri M. S. Gurupadaswamy, then the 
only alternative will be to accept the 
suggestion made by  my friend, Shri 
Bogawat, so that we mâ be able to 
link up the managerial remuneration 
tiiat we would be  paying with the 
amoimt of profits that would be made. 
The higher the  profit,  the lower 
should be the rate, so that absolutely 
the remuneration may incre£ise  but 
relatively it does not increase.

If I had more time, I would  have 
liked to say something in reply  to 
what my friend, Dr. Krishnaswami, 
has said.  But I do not want to take 
your time.  When I was listening to 
him,  I thoû t I was not listening to 
a great son of the Mudaliar family 
but to a budding wodalati from South 
India.

Pr. KrfahnanwaanL  I  am  not  a
labour leader who lives on the pro
duce of labour , and passes off the tax- 
free -income as  part of a  national 
allowance.

Mr. Chairman:  The following  are 
the amendments to clauses 197 to 207 
of the Companies Bill which the hoh. 
Members have intimated to be moved, 
subject to their being otherwise ad
missible:—

Clause No,  Amendment Nos.

197  196,107,198, 199/76, 39, 200
405, 549, :oi,  40,  77,  281 
(Govt.), 509 (Govt.), 598,615, 
(»i6, 617, 618, 619, 620. 621, 
646, 647, 648, 6̂9, 655

Amendment Nos,

11594

CUPise No,

198  650.

199  M2, 203, 204, 622,  623, 634,
651.

200 A  606.
(New)

^3 3 7, (Govt.), 308 (Govt.),  607’
608, 609, 610, 6§2, 653, 654.

»4 78,34.

Clause 197.

(Overall maximum managerial 
vmneration etc,)

Shri Tulsidas: I beg to move:

(1) P̂ e 98, line 21—

after  “managarial “remuneration” 
insert **by way of conmiission”.

(2) Page 98, lines 21 and 22—

omit ‘̂and  minimum  managerial 
remuneration  in  the  absence  of 
inadequacy of profits.”

(3) Page 98, line 25—

after '*by  the  conqwny" instrt
“by way of commission”.

(4) Page 98, line 27—

after *if any” insert:

“in respect at their services as 
directors, managing agents  or 
secretaries  and  treasurers, and 
managers.”

Shri M. S. Gompadaswamy: I beg
to move: .

Page 98, Une 27—

for “eleven per cenf* iubstttute
“six per cent”.

Sitrl B<vawat: I beg to move:

Page 98, line 27—

after “eleven per cent” insert:

“up to 20 lakhs and for every 
10 lakhs above that,  the rate 
should come down by 1*5 per cent, 
till the final rate of remuneration 
comes to 5 per cent ”
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Shri Tulsidas: I beg to move:

Page 98, lines 29 and 30—

omH “except that the remuner
ation of the directors shall not be 
deducted from the gross profits”.

Shri K. P. Tripathi: I beg to move:

Page 98, after line 30 add:

“Notwithstanding anything ctm- 
tained in sub-section (1) the total 
remuneration  so payable shaU 
not exceed six per cent, of  the 
net profits of the company when 
it is paying only minimum wages 
to its lowest paid workers, eight 
per cent, when it is paying ̂ fair 
wages to them, and  eleven per 
cent, when  it is paying  living 
wages to them.

Explanation̂ —i(xc  the  above
puprose minimum, fair and living 
wages shall  be understood  to 
mean as follows;

(a) The ‘living wage’ represents 
a standard of living which  pro
vides not merely for a bare physi
cal subsistence but for the main
tenance of health and decency, a 
measure of frugal  comfort and 
some insurance against the  more 
important misfortunes.

(b) The ‘minimum wage* must 
provide not merely for the  bare 
sustenance of life  but  for  the 
preservation of efficiency of  the 
worker by providing  for some 
measure of education, medical re
quirements and amenities.

(c) While ttie lower limit of 
the ‘fair w?ige’ must obviously be 
the minimum wage,  the upper 
limit is set by the capacity of in
dustry to pay.  Between these two 
limits the actual wa«e will depend 
on—

(i) the productivity of labour;

(ii) the prevailing rates  of 

wages:

(iii) the level of the national 
income and its distribution; and

(iv)  the place ot the industcy 
in the economy of the country.**

Dr. Krifthnaswami: I beg to move:

Page 98,

for lines 33 to 40, substitute:

“(3) Nothing contained in sub
sections (1) and (2) shall—

(a) apply to a director or  a 
manager unless he is either  an 
associate of the managing agent 
or shares in the profits of  the 
company;

(b) apply to a  company the 
effective capital of which is  not 
more than fifteen lakhs of rupees 
unless the Central Oovemmeiri. so 
directs and giving such directions, 
may order that it shall apply, sub
ject to raodifieations as it may 
deem fit for the efficient conduct 
of the business of the company;

(t) affect the operation oi 
sections 351, 352, 353, 354. 357. 358, 
359 or 360.”

Shri Tulsidas: I beg to move:

Pages 98 and 99—

omit lines 41 to 4̂ aad 1 to 8
respectively.

Shri Bogawat: I beg to move:

Page 99, line 2—

for “fifty thousand rupees” sub
stitute  “forty  eight  thousand

rupees”.

ShU M. S. Gnrypasdaawamy: I beg

‘o move;

Page 99, line 2—

for “fifty thousand rupees” sub
stitute  “twenty-five  thousand

rupees”.

Shri C. D. Deshmukh: I beg  tc

move:

(1) Page 99, sub-clause (4),» line 8—

to sub-clause  (4), add the follow

ing? proviso:

“Provided that where a monthly 
payment is being made to  any
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managing or whole-Ume director 
or directors and the manager or 
to any one or more of them and 
the Central Government is satis
fied that lor the efficient conduct 
of the business of the company, 
the minimum remuneration  of 
fifty thousand rupees per annum 
is insufficient, the Central  Gov
ernment may, by order, sanction 
an increase in the minimum  re
muneration to such sum, for such 
period, if any, and subject to such 
conditions, if any, as may  be 
st>«lcifled in the order.”

(2)  In the amendment proposed by 
me, printed as No. 281 in List No. 11 
of Amendments:

(i) after **is being  made**  in
sert “or is proposed to be made**:

(ii) aft̂  “fifty thousand rupees 
per annum is** insert “or wiU be**; 
and

(iii) after  “for  such  period*’ 
omit “if any**.

Shri Bansai: I beg to move:

III the amendment proposed by Shri 
C. D. Deshmukh, printed as No. 281 
In List No. 11 of amendments,

after  “to  any  managing  or 
whole-time** insert “or part-time**.

Shri Sadlian Gapta: I beg to move:

(1) Page 98, line 27—

for “deveh  per cent.**  sub

stitute “six per cent**

(2) Page 98—

omit lines 35 to 3iB̂

(3) Page 98, line 30— 

omit “351".

(4) Page 98, Mbc  40— 

omit “3ii9’*.

f5) Pâ 99, line 2—

for  “fifty  thousaBd** substitute 
“twenty thousand**.

(6) Page 99, line—

for “fifty  thousand” substitute 
“twenty-five thousand**.

(7) Page 99, line 2—

for “fifty thousand**  substitute 
“thirty thousand**.

Slni K. K. Basn: I beg to move:

(1) .Page 98, line 27—

for “eleven per cent.** substitute 
“eight per cent.*’

(2) after “its manager” insert “and 
persona in effective management of 
the company**.

(3) Page 99, line 2—

for “fifty thousand rupees** sub
stitute “twenty thousand rupees’*.

(4) Page 99— 

after line 3 add:

“Provided that the Central Gov- 
emment may authorise a higher 
amount for reasons recorded  in 
writing**.

(5) In the amendment proposed by 
Shri C. D, Deshmukh  printed  as 
No. 281 in List No. 11 of Amendments:

for “fifty thousand rupees** sub
stitute  **twenty-five  thousand 
rupees**.

CUose 19  ̂(Calculation of commis
Sion etc.)

Shri K. K. Baso: I beg to move:

Page 99, line 14—

for “two years** substitute “one 
year**.

Cisnse 199— (Prohibition of tax-free 
payment),

Shri Tnlsidas: I beg to move:

(1) Page 99—

(i) line 18.—

for “officer or employee** sub
stitute “director*̂ '
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(U) lines 18 and 19,

for “whether in his capacity ds 
such or otherwise” substitute “in 
his capacity as director”.

(2) Page 99, line 28,

for “officer or  employee” sub-
ftitttte “director”.

(3) Page 99, Une 29— 

omit “anŷ.

Shri Sadhan Gupta: I beg to  move

(1) Page 99, line 19—

after “such or  otherwise** in
sert “or to any shareholder.”

(2) Page 99, line 19—

after “remuneration” insert “or 

dividend”.

(3) Page 99. Une 36—

after “remuneration” insert “or 

dividend”.

Shri K. BL Baau: I beg to move: 

Page 99, lines 30 to 35—

for “such provision shaU  have 
effect during the residue of the 
term for which he is enUtled to 
hold such office at such  com
mencement, as if it provided in
stead for the payment of a gross 
sum subject to the tax in question, 
which, after deducting such  tax, 
would yield the net sum actually 
specified in such provision”  sub
stitute “such provision  shall be 

void”.

New Clause 200A 

Shri Sadlum Gupta: I beg to move: 

Page 100, after line 13, insert: 

“200A. Prohibition of manage
ment  of  company  by  tax- 
evaders.—(1) No person- who has 
b̂ n found guilty by any  court 
or tribunal of evading any tax 
payable by him shall take  any 
part in the promotion, formation 
or management of any firm, com
pany. or other body corporate.

(2) Any person on being found 
guilty as aforesaid shall forthwith 
vacate any office that he may  be 
holding which is concerned with 
promotion, formation or manage
ment of any firm, company,  or 
other body corporate.

(3) In the case of a person who 
has been found guilty as aforesaid 
before the commencement of  this 
act, the provisions of sub-section
(2) shall apply as if he had been 
found guilty as aforesaid at the 
date of commencement of this act.

(4) This section shall apply not
withstanding any want of jurisdic
tion in the court or tribunal  on 
account of any technical defect in 
its constitution or composition.”

Clause 203.— (Restriction on 
appointment etc).

Shri C. D. Desbmidch: I beg to move:

(1) Page 102—

for line 12 to 21,  substitute the 

following:

“(i) unless the firm or  body 
corporate aforesaid is already thei 
managing agent or secretaries and 
treasurers of the company; or

(ii)  unless a partner in the firm 
aforesaid or a director or member 
of  the  body  corporate  afore
said. being a private company, or 
a director of the body corporate 
aforesaid, not being a private com
pany, is already  the managing 
agent of the company or a mem
ber of the firm director or mem
ber  of  the  private  company 
or director ol! the body corpo
rate, not beinft a private company 
which firm, private company or 
body corporate  is  already  ihe 
managing agent or the secretaries 
and treasurers of the company.”

(2) Page 102. Sub-clause (5),

“In lines 34 and  35, for sub
clause 5, substitute the following 
sub.clause--“(5) Any office  or 
place in a company shall  be
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deemed to be an office or place of 
profit under the company within 
the meaning of this section,  if 
the person holding it obtains any
thing by way of  remuneration, 
whether as salary, fees,  com
mission, perquisites, the right to 
occupy free of rent any premises 
as a place of residence, or other
wise”

SM Sadhaa Gupta: I beg to move:
(1) Page 102. line 8—

for  “five  years”  subrtitutc 
“three years”.

(2) Paĝ 102, line 25—

for “five  years” substitute
“three years”.

(3) Page 102, line 30—

for “five  years” substitute
“three years”.

(4) Page 102, line 32—

for “last two years” substitute 
“last year”.

Shri K. K. Basî I beg to move:

(1) Page 102, line 30—

for  *̂ve  yew»” substttuU
•‘three years”.

(2) Page 102—

omit lines 36 «n<i 37.

(3) Page 102, line 3T—

add at the end “or a mstoaging 
agency company.”

Clause {Dimd̂ d to  be vaid
etc.)

Shri B1 6. Gurapadaswamy: I beg
to move:

Page 103, lines 3 to ff—

omit all the words after  tfa# 
word “company”.

Shri S. V. Ramaswamy:  1 beg to
move:

Page 103, after line 8, add—

. Explanation II, Trofit* for the pur
poses of this section means the pro
fit as shown by the Profit and Loss 
Account'  after  providing  depreci
ation as per section 349, and  after 
setting off previous years* losses and 
depreciation  for prior years,  if the 
ŝune has not already been provided 
for.

Provided that any company  may 
with the prior sanction of the Central 
Government declare a dividend out 
of current year’s profit without pro
viding for depreciation as per section 
349 and also without setting off pre
vious losses or previous years’  de- 
 ̂preciation.”

I  Mr. Chairman:  All these amend-
I ments are now before the House for 
i discussion.

I  Shri T. S. A. Chettiar (Tiruppur): 
My hon. friend, Shri Asoka Mehta, 
gave the House figures about the pro
fits which managing agents earn in 
the United States of America and Jn 
England.  He said in England it is 
•5 to 1 per cent, or, if I followed him 
correctly, li per cent.  These are 
figures which we can neither accept 
nor reject, but I do hope that in view 
of the diverse figures that have been 
quoted by the Government on the one 
side, and by Shri  Asoka Mehta,  on 
the other side, the  Finance Minister 
in his reply would give us authori
tative figures on these matters.

Now, I come to the limit that has 
been fixed in clause 197.  We have 
been given figures to prove that till 
now  managing agents have  been 
getting on an average 27-6 per cent. 
But today, we are seeking to fix it in 
clause 347, at 10 per cent; including 
managerial expenses, we are trying to 
fix 11 per cent, in clause 197.  To my 
mind, in view of the fact that we have 
small companies in India, in view of 
the fact that of the 30,000 companies 
in India, the really big companies are 
very few, this percentage I® perfectly



justiaed.  Especially when we have 
in future before us a large  era In 
which the private agency has to play 
a large part in industry, I think it is 
wrong to give less than 10 per cent, 
provided for in clause 347.  But the 
misgiving  that I have is with  the 
clause that is being added, the 11 per 
cent, will be increased to something 
more.  A point was raised as  to 
whether this applied only to  new 
companies or also to old companies.
I think we must make this clear.
Nowhere is it said in the amendment 
that has been moved by Government 
tĥit this amendment wliich seeks to 
increase the amount in certain '*ases 
rêers to new companies only.  It 
also applies to old companies, where 
there may be a loss in one year. Even 
in those cases, it is open to  Gov
ernment to increase the amount,  to 
permit the payment of  more than 
Rs. 50,000.  I shall read the proposed 
proviso;
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“Provided that where a monthly 
payment is being made  to any 
managing or whole-time director 
or directors and the manager or 
to any one or more of them and 
the Central Government is satis
fied that for the efficient conduct 
of the business of the company, 
the minimum remuneration of fifty 
thousand rupees per annum is in
sufficient, the Central Government 
may, by order, sanction an  in
crease in the minimum remuner
ation  to such sum, for  such 
period”....

ft may be one year two years or three 
years.........

“if any, and subject to such con
ditions, if any, as may be specified 
in the order.”

I understand that this  is by no 
means confined to new  companies, 
budding companies—̂ which have to be 
built up, which take time to be built 
it; so in the meantime, more  than 
Rs. 50,000 should be given—but also 
applies to any company, at whatever 
time established.  To me,  there 
appears to be a danger in this.  Be

cause of the fact that a few  com
panies may be in real danger, a large 
power is taken up by Government to 
allow an exception from the  limit 
fixed by this clause.  Personally,  I 
do not like that this exemption should 
be given in the case of all companies 
which are already established,  but 
it may apply to new companies.

I would like to refer  to  another 
matter, and that is the  exemption 
under  clause 197.  Sub-clause  <8) 
specifically says:

*̂Notfamg  ccntained in  sub
sections  (1)  and (2)  shall  be
deemed to  affect the operation
of sections 351, 352, 353, 354, 356, 
357, 358, 359 or 360**.

Let me now refer  to dause 351. 
Whereas under clause 347, 10 per cent 
has been fixed as the maximimi for all 
managing agencies, an ex̂ ption is 
«iven under clause 351.  Clmise 347 
says:

*̂Save as otherwise  expressly 
provided in this Act, a company 
shall not pay to its  managing 
agent, in respect of any financial 
year beginning at or.after  the 
commencement of this  Act, by 
way of remuneration, whether in 
respect of his services as manag
ing agent or in any other capacity, 
any sum in excess of ten  per 
cent, of the annual net profits of 
the company.”

Under clause 351̂ additional  re
muneration  in excess  of  the limit 
specified in clause 347, may be paid 
to the managing agent if, and only if, 
such remimeratlon is sanctioned by a 
special resolution of the company and 
is approved by the Central Govern
ment as being in the public interest. 
So this remuneration need not  be 
limited only to 10 per cent.

An Hon. Member: It is five o’dock.

Mr. Chairman: We will sit for  11 
minutes more to make up the  time 
taken up in the other discussion In 
the House.
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Shri T. S. A. Chettiar: This speci
fically means that the overall  limit 
fixed by the Bill in clause 347 can 
be superseded by Government  and 
the Government can give 11 per cent. 
15 per cent, or 20 per cent; no limit 
is fixed to that.  In fact, what will 
happen is this.  In the absence of a 
sliding system that has been suggest
ed by some of the amendments, every
body will get 10 per cent, some gelling 
more than 10 per cent.  And the re
sult will be  (Interruption).  Sir,  I 
am told there is no quonmi.

Mr. Chairman; There is no quorum. 
I will have the bell rung.

Now, there is quorum.  The  hon. 
Member may proceed.

Sliri T. S. A. Chettiar: What I was
saying is that in view of clause 351 
the maximum that has been fixed in 
347 is nullified.

Mr. Chairman: Order, order; may I 
request hon. Members to kindly re
sume their seats?

Shri T. S. A. Chettiar: All the com
panies will get 10 per cent, as their 
minimum and such of those  com
panies which would require more will 
have special resolutions passed  and 
they will come to Government  for 
approval of that.  What is meant by 
public interest is'something wliich we 
do not know and that must be  seen 
only in the administration of the Act.

Now, I come to another  matter 
which has been raised by my  hon. 
friend Shri Bogawat.  As has been 
pointed out, during the period  under 
review, that is 1951-52,  the profits 
•amed  by 1720 that is  managing 
agencies has been declared to  be 
Rs. 38 crores and the dividend  de
clared  is  Rs. 17*7  lakhs.  The 
managing agency remuneration drawn 
as a percentage of net profits is 6*7 
crores, office allowances, Rs. 3 crores, 
commission on sales etc. will be Rs. 72 
lakhs and the total is Rs. 10-4 crores. 
I understand that out of these  1720 
companies, nearly 80 companies have

a profit of Rs. 5 crores, i.e., nearly 
half the amount.  The result is that 
while a large number of  companies 
have  earned only  Rs. 50,000,  or 
Rs. 60,000 or Rs. 1 lakh or Rs.  2 
lakhs, these 80 companies have earn
ed from Rs. 70, lakhs, to Rs. 1 crore 
and odd.  What I ask is this.  What 
is the reason, why we should  give 
the same percentage of profits to au 
these people?  I can understand in 
income-tax the lower profits are  not 
taxed as much as the higher profits. 
But  here it seems to be that  the 
highest earning member is given the 
very same as the lowest earning mem
ber.  I know, Government may  say 
that it is open to the  shareholders 
themselves to move in the matter and 
say that they will give only a smaller 
percentage.  We know how  com
panies are administered today.  I 
would like to ask in how many  of 
these bigger companies have the share
holders a voice or influence to interfere 
in this matter to say that we will re
duce the profits by li per cent or 2 
per cent, or reduce it to 7i per cent, or 
e per cent or even 5 per cent.  Even 
today there are some enlightened com
panies like the Tatas who have coupled 
their percentage of profits with  the 
dividend that is being given.  That is 
a very enlightened mstaagement.  But 
the Tatas are very few in this country 
and, perhaps, in any country.  I am 
not able to accept this view that 10 
per cent must be maintained as the 
ordinary maximum—that 11 per cent 
under 197 and 10 per cent under 347 
should be maintained.  It stands  to 
reason that along with the quantum 
of profits the percentage  should  go 
down and that must be recognised by 
us. It has been  recognised  in many 
other legislation, but in this legislation 
also it must be recognised.  A sliding 
scale, the larger the profit the smaller 
must be the percentage of profit for 
the  managing  agents,  should  be 
accepted.

We are asked, ‘Do you want  to 
interfere  with this  also  so as  to 
prescribe a sliding scale"?  I do say, 
‘Yes'.  We have prescribed so many 
restrictions in this Bill.  The Govern
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ment has taken power  to appoint 
directors, to summon general  body 
meetings etc.  In fact.  Government 
has  taken power in all  possible 
manner of ways.  There  are  about 
150 clauses in this Bill which refer to 
Government taking power.  I think it 
Is not loo much to say that we  can 
nx a sliding scale.  To my mind.  It 
will be a fundamental defect in  this 
Bill if we allow the same quantum 
or percentage of profits to all people 
concerned, whether the profits  are 
smaD or big.  It is unheard of and it 
is not a just way of doing things.

It has been said that the Company 
Law Committee has gone  into this 
matter and have vetoed it.  I would 
like to refer to page 96 of their report:

“A suggestion was made to  us 
that instead of fixing the overall 
maximum we should prescribe a 
scale of  varying  percentages 
applicable to companies of differ
ent sizes and carrying on differ
ent types of business.  Theore
tically,  this  suggestion  is 
attractive. But it is impossible to 
draw  up any such  scale  in 
practice.  Even if we had  the 
benefit  of a full and  detailed 
analysis of companies’  statistics 
at our disposal we doubt  if we 
could have drawn up any  such 
scale.  We have,  therefore, re
frained from continuing this line

of thought further but expressed 
the l̂ope that  managing agents 
who are at present content with a 
lower percentage of profits as re
muneration for their services  as 
managmg agents will not  rush 
forward to take advantage of the 
maxmium limit which  we have 
recommended merely because the 
law might permit them to avail 
themselves of this higher percent
age.”

What a pathetic appeal!  After all, 
the managing agents are not  doing 
charity.  Managing agencies are there 
to earn money for themselves,  and 
except a few people who may fix 
reasonable  limits,  all  other people 
would cash as much as possible.  To
day we have banned commissions on 
sales and purchases and other things 
and they have got only  the 10 per 
rent, to go by.  In the circumstances, 
to depend upon their goodness  that 
they must confine themselves to with
in 10 per cent, as suggested  in  the 
report, and not take even this  10 
per cent, but take a smaller percent
age because there is big business, is, 
I think, expecting too much of them.

Mr. Chairmaii:  The hon. Member
may continue tomorrow.

The Lok Sahha then  adjourned till 
Eleven  of  the  Clock on Wednesday, 
the 31st Auguttf  1995.




