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B.C.Gm but again due to encejAalitis.
During the same periĉ, encephalitU 
had  caused three cases of blindness 
out  of 24 investigated by the Indian 
Council of Medical Research ifti Delhi,
It  is incô )̂rehensible that  just a 

few cases of  complications over the 
last  eight years,  even if they could 
be attributed  to  should  be
considered reasonable ground for  an 
attack  against  a  campaign  under 
wrhich about two  crores of  persons 
have bê vaccibated all over India 
It  is a matter of satisfaction,  how* 
ewer,  to note  that in spite of  tbe 
reĉent controversy,  the  vaccination 
continues  to be jjopular throughout 
the country, and I am sure that evai 
in Madras State  where the  contro
versy has unfortunately been started 
by those who should have known bet
ter,  the people will in the long run 
co-operate with the Government.

Apprehension has also been caused 
by the statement that B.C.G. is a live 
vaccine and might,  therefore,  cause 
active tuberculosis.  If this were so, 
Denmark, where the entire population 
needing vaccination have  been given 
B.C.G., and where complete  records 
of vital statistics are preserved, apy 
increase in the tuberculosis rate would 
have  been quickly  noted.  Instead, 
there was a steep fall in the incidence 
df the  disease, and  Denmark today 
kas the lowest tuberculosis death rate 
in the world.

As for the vaccine being a live one,, 
it m worthy of note that toere  are 
other live vaccines like the small-pox 
vaccine,  the yellow fever vaccine, the 
African plague vaccine which are uni
versally accepted as harmless and are 
in vogue

It is, therefore,  abundantly  clear 
that B.C.G.  is a perfectly  harmless 
vaccine and  does confer spedflc resis
tance  against tuberculosis.  It is an 
effective weapon in our hands in our 
efforts to control tuberculosis and will 
greatly  supplement other  measures 
which we are concurrently taking.

Companies Bill  ri6i6

I wish to  stress once  âain  that 
Ihere is  no room  for any fears  in 
this matter and that the Govemment 
of  India find no reason whatsoever 
to  revise their policy , of cairying on 
this  useful  campaign as vigorously 
as  possible.

/ MPANIES BILL.—confd. 

Clauses 197 lo 2f 7

Mr. Speaker:  The House will now
resume  further  consideration  of 
clauses 197 to 207 of the  Companies 
Bill.  Out of five  hours allotted  to 
these clauses, about two hours have 
already been availed of yesterday, and 
about  three hours  now remain. This 
would mean that these clauses would 
be disposed of  by  about  3-15 p.m. 
Tiiereafter,  the  House will take up 
the next group  of clauses,  namely 
clauses 208 to 250.

Shri T. S. A, Chettiar (Tiruppur): 
I  was saying the other  day  that 
clause 197 fixes the overall maximum 
for managerial expenses, and  clause 
347 provides for a maximum for ma
naging agency remuneration.  A sug
gestion has  been made  by way  of 
amendment by my hen.  friend Shri 
B. R. Bhagat that the overall remu
neration  in  respect of  managing 
agency  commission  must be on  a 
slided basis, as is the case in  regard 
to income-tax, i.e. the  greater  the 
amount of profit, the less the amount 
of commission  to be  paid  to the 
managing agents.

[Mr. Deputy-Speaker in the Chair] 

In that connection, I was  pointing 
out the expression of ooinifon in  the 
Report of the  Company  Law Com-̂ 
mittee.  At page 96 of their report, 
they have conceded the suggestion, but 
for reasons which they have expressed, 
they did not  consider It  very  far. 
'Oiis is what they have said:

“A suggestion was made to us 
that instead of  fixing an  overall 
maxknum,  we should prescribe a 
•cale of varying i>ercentages appli-
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cable  to companies of different
size  and carrying  on different
types of business.  Theoretically, 
this suggestion is attractive, but 
it i£ impossible to work any such 
scale in practice.*’

Then, they go on to say that  they 
did  not have  sufficient  facts  and
figures before them.

“We have, therefore,  refrained 
.  from  pursuing  this line  of
thought further, but express the 
hope that managing  agents who 
are at present content with a lower 
percentage of profits as remimera- 
tion for their services as  manag
ing agents will not rush forward 
to take advantage of the  maxi
mum limit which we have recom
mended, merely because the law 
might i>ermit them to avail them
selves of this higher percentage.”

Now, there ve certain  companies 
like the Tatas, which  are paying  a 
lower percentage of commission,  be
cause they are reaping hugê profits, 
but the managing agency commission 
is  only a small i>ercentage, and even 
then it runs to Rs. 80 lakhs or Rs. 1 
crore or something  like that.  There 
are  about 29.000 and odd companies 
in  this country,  and some of  them 
get  an  income of  Rs.  20,000  or 
Rs. 30,000, and so on.  Of the sum of 
Rs. 10 crores which have been earned 
by 1,720 companies, nearly half, i.e. 
Rs. 5 crores are supposed to have been 
earned by about  80 companies.  In 
other words, some of these companies 
are getting profits somewhere in the 
region of Rs. 40 to Rs. 70 lakhs. Now, 
the question  is whether this  remu- 
amtion up to a maximum of ten per 
cent should be fixed for all of them 
put together, even if some of tliem 
get by way of remuneration amounts 
up to Rs. 80 lakhs, and the others get 
remuneration amounting to Rs. 20,000. 
It  ite a sensible proposition that the 
larger the amount of profit, the smal
ler  should be the amount of com
mission that should be given to the 
managing agency.  And that is what 
is  sought to be done by the amend

ment of my h#n.  friend Shii B. R. 
Bhagat.  I am not happy over  the 
wording of tĥt amendment.  It may 
not be very happy as it is, but it can 
be worded better.  My point is  that 
we should commit  ourselves to  the 
principle involved.

I would like Government to go into 
this matter,  if not in clause 197,  at 
least when we  come to clause  347 
which fixes the amount of remunera
tion  to be paid to managing agents, 
so that we shall have two or three days 
to consider this matter in detail 
I must refer now to a  few figures 

which  were read  out by  my  hon. 
friend Shri Âoka Mehta yesterday. 
I am not able to understand the figures 
that he has quoted.  He quoted cer
tain figures with regard to profits in 
England and in the U.S.A., aifd he said 
that in those countries the managerial 
profits are only from 0 5 to 1 per cent, 
and from 1 to 2i i>er cent respectively. 
I hope I have stated his case correctly. 
But I find that different figures were 
given in  that respect by  tiie  hon.
Minister in the course of his  speech 
the other day.  I am not in a position 
to say which is which.  So. I do hope 
that in the reply that  will be forth
coming, we  shall get  authoritative 
figures, so that we shall have a pro
per idea of the managerial commis
sions that are being paid in the other
countries of the world.  .

Coming to our  own country  Shri
Asoka  Mehta quoted  from the  Re
serve Bank of India Bulletin (July 
1955). He quoted the following  sen
tence from page 727 of that bulletin:
‘  “In the three years 1950-52,- tiie 
managing  agents*  remuneration 
amounts to a total of Rs. 32 crores, 
or about 14 per cent of profits, as 
shown in Table VII.”

The Finance  Minister said in  his 
speech that it was 27 *7 per cent. And 
now it is sought to  be reduced to 10 
per cent.

Previously, as you know, the  pro
fits of the managing agency consisted 
not only of the  commission, but  in
cluded also office expenses, and com
missions on  selling and purchasing.
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[Shri T. S. A. Chettiar]

Putting all these together, I trî  to 
find out the reason for the  diifference 
between the figure mentioned l?y the 
Reserve Bank of India Bulletin  and 
that mentioned by the Finance Minis
ter.  Possibly, the figure mentioned in 
the bulletin refers mainly to msinaging 
agency commission, and does not in
clude office expenses, or commissions 
on selling and  purchasing.  I wo\ild 
like to know whether that interpreta
tion is correct.  If there is any revi
sion in these estimates, the Finance 
Minister owes it to us to let us know 
what  is the proper figure.  It its  a 
matter of figures, and there cannot be 
two figures which are both true. Only 
one can be true.  We  should like to 
know the facts in regard to this mat
ter, froAi the facts and statistics that 
he has got.

I would now like to say one word 
about the  amendment  of my  hon. 
friend, Shri K. P. Tripathi.  It wants 
to connect labour with profits. While I 
would like to have that proposal exa
mined, I cannot understand these un
defined words like ‘living wage’  and 
•minimum wage’  which may  mean 
different things in different situations.

Shri Bhagwat Jha Aiad  (Pumea 
cum Santal Parrganas):  What is liv
ing  wage and what is minimum wage 
—all that Us decided.

Shri T. S. A. Chettiar:  So I do not
think  we should bursue  something 
which we do not understand.  There-, 
fore, I do not think that that amend
ment, in that form, can be accepted by 
the House.

Shri Morarka  (Ganganagar  Jhun- 
jhunu):  I want to speak  on clause
197 which  deals  with  the  overall 
remuneration for all the officers of the 
company,  namely,  the  managing 
agents, the secretaries and treasurers, 
the managing directors,  the directors 
and the manager.  This clause lays 
down the Umit of 11 per cent, of the 
net profits of a company for the total 
managerial expenses. It is also provid
ed that if there are no profits, then a 
minimum sum not exeeding Rs. 50,000

should be paid towards the managerial 
expenses. That is in the event of the 
company making no profit or taaking 
very small profits.

For  clearly  understanding  the 
implications of clause 197, it is neces
sary to understand what is the exist
ing position.  Now, the existing posi
tion,  so  far  as  managing  agents 
are  concerned, is ,this:  the  manag
ing  agents  are  entitled  to 10 per 
cent, of the net profits. The term ‘net 
profit’ is not satisfactorily defined  in 
the existing Act; it does not say any
thing in details about the *net profit’. 
I will presently come to the implica
tions of this term, that is, how the 
definition of *net profit* would shrink 
the  ultimate  remuneration of  the 
managing agents. The second thing is 
that some of the agreements entered 
into with  managing  agents  before 
1936, before the last amendment, per
mit the managing agents being remu
nerated not only on the basis of net 
profit but also on the basis of produc
tion or sales or turnover, whatever it 
may be. The second provision in the 
existing  agreements is that there is 
no limit  at all  for  the  minimum 
remuneration.  The existing Act does 
not prohibit and the agreements pro
vide that the  managing  agents can 
charge any minimum remuneration in 
the event of a company  not making 
any profit. The minimum may be laid 
down tfrom Re. 1  to Rs. 1  lakh or 
Rs. 2 lakhs, whatever one pleases. I 
am aware that in certain companies,
* at least, this minimum laid down  is 
more than Rs. 1 lakh.

The next thing is about secretaries 
and treasurers. There is no statutory 
provision regarding remuneration  at 
all about secretaries and treasurers in 
the existing Act. Similarly, about the 
managing directors, there is no pro
vision at all, so far  as remuneration 
is concerned. The sky is the limit so 
far as they are concerned. So far as 
directors and managers are concerned, 
there also there is no -provision as to 
what is the  maximum  that can be 
paid.
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In the Bill which is now before the 
House, there are six different clauses 
which  deal  with  remuneration.  I 
vrould, il I may,  trouble you with 
few references to these clauses.  The 
flrst is clause 197  which deals with 
the overall remuneration to all these 
people, about whom I just mentioned. 
The second  clause is  clause 308(4), 
which deals with the remuneration of 
directors.  Directors here referred to 
by me are those who are not in the 
full time employment of the company 
but who are ordinary directors. There 
the Bill provides that those directors 
who are not in the full-time employ
ment  of  the  company  can  be 
remunerated in the  following  way: 
U they are the directors of a company 
which is managed  by the managing 
agent, the total remuneration of such 
directors is not to exceed one per cent; 
but if they are  directors of a com
pany not managed  by the managing 
aeent, the total remxineration can be 
three percent. Clause 308(3) lays down 
the remuneration for  the managing 
director.  It says that a single manag
ing director camot have  more than 
five per cent., but if there are more 
than one managing director,  all of 
them put together can have up to 10 
per cent.

The third important clause to which 
I want to invite  your attention is 
clause 347,  which deals  with the 
remuneration of managing agents. It 
spys  that  managing  agents cannot 
have a remuneration of more than 10 
per cent. Clause 352 says that in the 
event of a company makinĝ no profit 
or  making inadequate  profit,  the 
managing agents cannot have  more 
than Rs. 50.000.

The next Important clause is clause 
381. which deals with the remunera-. 
tion of  secretaries  and  treasurers. 
There the remuneration laid down is 
7i per cent

Finally, there is  clause 387 which 
deals with the remuneration for the 
manager. It is fixed at 5 per cent.

These are the different clauses which 
we have in the Bill which  lay down 
for each category of persons the dif
ferent percentages and a definite ceil
ing for their remuneration.  Over and 
above all this, we have an overriding 
clause, clause 197, which says that the 
sum total of the remuneration cannet 
exceed 11 pti cent, of the net profits 
of the company,  or if there are no 
profits, cannot exceed Rs. 50,000.

I  would like the House to consider 
wntat the Bhabha  Committee has to 
say on this question of remuneration. 
Dur Bill is largely based on the recom- * 
mendatiuns of the Bhabha Committee. 
Therefore,  the Bhabha  Committee*! 
f ecommendations in  this respect are 
very important and very relevant.

That Committee made  one  recon»- 
mendation about the managing agents; 
that  was  that  their  remuneration 
should be 12i per cent.  As the Bill 
originally came before the House, it 
had that  recommendation  that  the 
managing agents shall  have 12| per 
cent.,  subject  to  the  minimum of 
Rs. 50,000 when the company made no 
profit. ]  need not read  that recom
mendation of the Bhabha Committee; 
it is contained in  paragraph 126 at 
their report.  About the  managing 
director and manager, the Committ̂ 
made no recommendation at all. All 
that they have said is  that if they 
have to be paid a commission it must 
be calculated as a  percentage of the 
net profit by the method suggested in 
the report. Besides this the Committee 
did say one thing more, and that was 
about the ordinary director. They said 
that in the case of those directors who 
are not in the full-time employment of 
the company, the remuneration, if it is 
to be paid on the basis of a commiS' 
sion, ôuld not exceed one per ĉ t, 
in the case of those companies which 
are managed by managing agents, and 
three per cent, in the  case of those 
companies not managed by managing 
agents. This recommendation of  the 
Committee is contained  in paragraph 
87 of their report. It is very important 
to rememb-ji that  the Bhabha Comr
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XShii Maraika] 

mittee did not make any recommenda' 
tton at all for the overall remunera
tion to be paid to all these managerial 
staff. No Committee, no Shareholders’ 
Association, nobody who came before 
the Committee at any time suggested 
that there should be a limit placed on 
this remuneration. N̂o coimtry in the 
world has this  provision prescribing 
an overall limit.  I h'ave studied with 
some interest the question of remunera
tion paid in America, in England, in 
Germany and in France, and in spite 
of my little research. I have failed to 
f.nd a provision which sets an overall 
limit or a percentage limit in respect 
of such remuneration. This is the first 
time,  in this  country,  that we are 
laying down this limit of 11 per cent.

Those bon. Members who criticise this
11 per cent, and say that it is too 
much seem to forget that this 11 per 
cent is  not  the  remuneration  for 
managing agents alone, but includes 
the remuneration for the manager, the 
managing direv'*tor n̂d  otSser pexvonB 
who would be  assod&teu at the top 
level with the management of the com
pany.

!Much has been  said  about  the 
Shareholders’ Association and the hon. 
Member for  Bhandara  (Shri Asoka- 
Mehta), was saying  that the Share
holders* Association had recommended 
7i per cent and so  why should we 
give 10 per ĉ t. In the first idace, the 
hon. Member was  under a mistaken 
belief that the Shareholders' Associa
tion recommended anything at all in 
respect of overall remimeration.  But
I  think what he meant was ihat  the 
Association recommended 7i per cent, 
for managing agents. True. But what 
happended then?  They recommended 
per cent, before the Bhabha Commit̂ 

tee was  appointed.  In the Bhabha 
Committee, their representative, Shri 
Jagmohandas  Kapadia—̂ who  was  a 
member of  the  Committee—̂recom
mended 12i per cent. When they came 
before  the  Joint  Committee,  they 
recommended 10 per cent.—̂in their 
memorandimi  they  recommended 10

per cent. Sir, 1 would only troû  yoa 
¥ath one question which was put by 
Shri  Khahdubhai  Desai,  who was 
then a member of the Select Commit
tee.  The question was:

“You remember  that in  yoor 
original memorandum,  you sug
gested that the managing agents' 
remuneration  should not  exceed 
per cent, maximum  and Rs. 

24,000 per jrear minimum.  Have 
you changed that view now?**

The answer by Shri Parikh was:

“The point is this.  Shri Kapa
dia who was the previous Secre
tary, may have suggested 7i per 
cent then.  He was a member of 
the Company Law Committee.  It 
seems that after proper delibera
tion, they came to this conclusion 
of 12| per cent. So far {is we are 
concerned, we have taken that as 
it is and have only  suggêed a 
revision of 12i per cent, because 
that falls more in line with  the 
present practice**.

If it is brought down 7} per cent, 
he said he would  haye no objection
etc.

Though the Shareholders’ Associa
tion made no recommendation at all 
about  the  overall  remuneration, 
regarding the managing agents they, 
now doubt, said in the beginning that 
7i per cent, would do but their latest 
recommendation  was -10  per  cent. 
Why they made it 10 per cent., what 
their motives or ideas were or whe
ther  they expected  the  managing 
agents to go in  the near future as 
the hon. Member from Bhandara said 
—̂perhaps they had that m view—is 
not known but the fact remains that 
their categorical  recommendation is 
that  so  far as  manaĝg  agency 
remuneration is concerned it can be
10 i>er cent.  *

The same hon.  Member said some
thing about office allowances etc.  He 
said that if this office allowance which 
is being paid is continued to be paid, 
then the ceiling which* we are trying
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tm put would become a rubber ceiling 
and people would take advantaise of 
that. I do not know whether the atten
tion of the hon. Member was drawn 
to clause 354.

Shri Aaofca Mehta  (Bhandara):  I
never said that.

Shri Momrka:  Clause 354 in terms 
prohibits any payment of office allow
ance.  In  many  managing  agency 
companies it is very coottnon to charge 
these  allowan'ces.  Many  companies 
charge from Rs. i,000 to Rs. 8,000 or 
Hs. 10̂000. This Works out to about a 
lakh of rupees in a year. In the Bill, 
for the first time, we are providing 
tnat no office allowance will be pay
able to any managing agent. Not only 
airewe putting a ceiling on the remun
eration as commission, but we are also 
saying that they would not be entitl
ed  to .  office  allowances,  that 
they would not be  entitled to. make 
any profit in any  other  manner  as 
SftHing agent or as purchasing agent 
or for rendering any service. We have 
said  hat they would  not be entitied 
to receive any remuneration whether 
as  managing  aĵents  or  otherwise 
which includes everything else.

The hon. Member said that here we 
have based the  commission  in  net 
profits; till now also all the commis
sion was based on net profits and so 
what big difference is it  going  to 
make? It may not make a big differ
ence according to him. But those peo
ple who know how this commission 
was charged would easily  appreciate 
what a big difference it would make. 
‘Net profits’ was not after all a definite 
term. Many thought that net  profits 
would mean prĉts after paying the 
charges for raw materials, wages ̂tc. 
They were not making allowances for 
dêeciation, for taxation or any other 
thing till now. It is now mandatory 
to make allowance for all these things.
I , know of  companies which  have 
charged commission on net profits and 
those net profits included  not  only 
ordinary taxation but also excess pro
fit tax. During war Ume when there 
was huge profit there was a lot of

excess profits  tax  payable  by the 
companies.  The  managing  agency 
Qommiasion on this  alone  worked 
to  Rs.  15  lakhs to  Rs. 20 lakhs. 
Now, we have laid down in the Bin 
that when  you calculate  that profit 
you will have to deduct aU these items
like K P. T. and various other thingsr 
such as depreciation etc. In this con
nection, I may also mention that there- 
are  people  are  charging
commission  even  on  the  pre
miums  received  on  shares.  They 
consider it as net income of the com
pany and  they used to  charge the* 
managing agency commission on  the 
premiums they received on the issue 
of shares.

Then, Sir, I would like to refer to 
the Reserve  Bank of India Bulletin 
which has been much discussed here 
and which was quoted often. . Unfor-̂ 
tunately, there is one perrment para
graph here on which my hon. friendi 
from Bhandara as also Mr. Chettiar 
rely. On the same para I also rely. I 
say that in all fairness the para must 
be quoted in full, so that it may be 
quite clear to the House what the idem, 
is. It is on page 727.

“In  the three years  1950-52, 
managing  agents’  remuneration 
amounted to a  total  of  Rs. 32 
crores, or about 14 per cent,  of 
profits as shown in table 7.  The 
percentage  share  of  managing: 
agents’ remuneration in total pro
fits declined from 13 -5 in 1950 ta
12 *8 in 1951 owing  to  a larger 
increase in profits and rose to 16 
in  1952.  Managing  agents' 
remuneration  during the period, 
was as  much as 44  per cent, of 
distributed  profits;  it  was 
equivalent to 72 per cent, of the 
volume of retained profits. It was  ' 
relatively high in cotton, jute, silk 
and wollen textile  and chemical 
industries, in which it constituted 
more than 20 per cent, of profits, 
and was relatively low in iron and 
steel and cement  industries,  In 
which it  was less than  10 per 
cent.”

Now, it is true that  for tht whole 
country,  for all  the  companies pal
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together, the manâlnc agency remu
neration did not  amount  to practi- 
caUy more than 13*5 or 14 per cent. 
But, in certain  cases,—̂for  example, 
the cotton textile industry—̂it was 22 to 
”23 per cent. After this Bill is passed, 
these concerns where the  managing 
agency remuneration was high will not 
bt able to get more than 10 per cent. 
But, in other  concerns like steel and 
others,  it  would not automatically 
<rome up and if they want to increase 
the  remimeration ~of the managing 
agency they will certainly have  to 
come  before  the  Government for 
special permission and approval. There 
is no restriction or bar even now on 
the company coming before the Gov
ernment and  asking for extra com
mission. All that the Bill says is that 
after it is passed the managing agency 
remuneration shall not be more than
10  per cent.  Now, this 10 per cent, 
would be applicable to all cases.  It 
would not be  an average  of 10 per 
cent., for if it had been the intention, 
the Bill would have said an average 
of 10 per cent, and then the argument 
of my friend would have been relevant 
that we are bringing it  down from 
13:5 per cent, to 10 per cent.  That is 
not what we are doing. For each indi
vidual concern we are reducing; it to
10  per cent.  On an average it may 
work out to 8 per cent, or even lower 
than that.  If it works out to 8 per 
cent., then from  22 per cent in the 
textile  mdustry we * are bringing it 
down to 8 per cent. I think that the 
Joint Committee is justified in feeliî 
proud of this step that it took. There 
is  full justification  for the  Joint 
Committee to say that this is a step 
in the right direction, that is, towards 
. a socialistic pa»ttem of society. There
fore the criticism  which was made 
yesterday by my friend from Bhandara 
was not a very learned criticism but it 
was, to some extent, uninformed and, 
if I may say so, it was misinterpreting.

Then, coming to the Government’s 
power to give permission in case the 
managing agents prove that there  is 
hardship in any  particular industry

and that they want to make up  the 
expenditure, we have got in t̂  Bill 
clause 351.  It says that, in special 
circumstances if  the  company comes 
before the Government with a special 
resolution, then the Government, after 
examining the merits of the case, may 
make an exception. Sir, this again was 
a recommendation of the Shareholders’ 
Association. It was the Bombay Share
holders Association that wanted that 
the Gkjvemment  should  liave  the 
power and it is only  in conformity 
with that that this provision finds a 
place in the Bill.

Shri Bansal (Jhajjar-Rewari):  In
the Bhabha Committee report also, it 
is there.

Shri Morarka:  Government is not
anxious to  see that  the  managing 
agents get more remuneration.  Their 
only interest is to see that the deve
lopment of any industry is not hindered 
by any rigid rules or provisions in the 
Bill and if the circumstances warrant 
and if there is a three-fourth majority 
of the shareholders  in the company 
which decides like that and request the 
Government to accord their sanction, 
then the Government can do it. I think 
there should be such sort  of power 
or latitude with the Government and 
so we must keep the provision as it is. 
But notwithstanding all this, there is 
no case for any hon. Member to argue, 
including  the  hon.  Member  from 
Ahmednagar South  who has moved 
his amendment. I am not saying any
thing on the merits of the amendment 
at this stage but must say that his 
amendment is  more  appropriate  to 
clause  347  which deals with  the 
remuneration of  the managing agent. 
His present amendments to clause 197 
—amendments Nos. 39  and 40—are 
not proper here.

Shri  Bogawat  (Ahmednagar 
South): I have given amendments to 
that clause also.

Shri Morarka: Because even if you 
reduce the remuneration to the manag
ing agent, there is no case at all for 
reducing the overall remxmeratlon of
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11 per cent. Even  11 cent, would be
a little hard and there is rio case at all 
lor reducing it still further.

Befcre I sit down I want  to  say 
that I am  glad  that  Government 
wants to take power to increase this 
Rs. 50,000 limit in hard cases, where- 
ever it thinks proper. I am in agree- 
Bient with that. But, I want to know 
one thing on a point of  information. 
Supposmg a company makes a profit 
of Rs. 5 lakhs of rupees, then, 1.’ per 
cent would work  out to Rs. 55,000. 
And Rs. 55,000 may not be enough to 
defray the monthly salaries of the 
directors and managing agents. If the 
amendments as moved by Government 
covers this contingency, I am  quite 
happy. But if it does not cover, then 
some further amendment should be 
made to cover this contingency also. 
Because Rs. 55,000 may not be enough,
11 per cent also must not be put in.

Shri K. K. Basn  (Diamond  Har
bour): Drop this clause; it will help 
you.

Shri  Barman  (North  Bengal— 
Reserved—Sch. Castes):  I shall not
take much time of the House because 
I am not a  specialist  in  factory 
management  and  business  matters. 
Sometimes it is said that outsiders may 
have better view of the game and in 
that sense I venture to make a few 
remarks.

I  do not find any reason to object to 
the provisions contained in clause 197 
or the Bill and also to the amendment 
that the hon.  Finance  Minister has 
Dioved in this connection. What I think 
is that  some  latitude or discretion 
must be given to Government to con- 
cider and discriminate between  one 
business concern and another.  From 
our common  experience we find that 
there are certain types of business for 
which, after they are once fully deve
loped, no managerical talent is requir
ed to lun them later on. Government 
should consider that matter and should 
discriminate  between  industry  and 
industry, and also  discriminate  the 
development stage and the stage after 
înich it is fully developed. According 
to the nature of the business and the

type of concern, some standard ̂ ould 
be laid down for the operation of this 
section by the  Department that will 
administer it. Once certain principles 
are adopted according to the nature of 
the industries and the nature of the 
business  that this  Department will 
have to deal with, then that Depart
ment, within those principles,  shall 
use  its  discretion  and  settle  the 
remuneration as each case  deserves. 
That is my submission.

We know  that there  are  certain 
industries for which sufficient talent, 
technique and exprience are required 
at the development stage and at that 
stage a new set of directors cannot 
develop it. It is necessary at that time 
that experienced  people should take 
charge of it and such experienced peo
ple will devote their energy and labour 
fuUy only if they are given sufBc&ant 
remuneration;  otherwise,  they can 
have no heart or mterest in their task.

Shri Sinhasan  Singh  (Gorakhpur 
Distt.—South):  This is not confined
only to new companies, hut it applies 
tc old companies as well.

Shri Barman: After it is developed, 
no such talent is  required later on, 
and at that stage the amount of remu
neration should be reduced.  I have 
particularly in mind the tea industry, 
cl which I know something.  I know 
that while at the  development stag® 
Indians started tea gardens, they had 
to undergo not only all kinds of diffi
culties but  sometimes  they had to 
stake their everything, and there had 
been a time when the directors who 
ventured in the tea  industry were 
practically ruined, but later on,  how 
that that industry has proved a suc
cess—the gardens are fully developed 
—I think that people  with ordinary 
business acimien can run  them ŵ . 
So, according to my views, after an 
industry or business of this kind  is 
fully developed,  Government should 
lay down that in that particular type 
of business, the remuneration should 
vary  between  certain  percentages, 
according to the capital invested and 
the type of business acximen that is
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necessaiy to run it. On the other hand 
there are certain  industries,  as for 
instance the new  industries that we 
are developing—we have some know
ledge about the machine tools mdus- 
try—̂ wherein  day to day  technical 
developments  are  taking  place 
throughout the world, and if India is to 
succeed and keep pace with the deve
lopments in such industries, they have 
to watch not only  the developments 
here but also  developments  outside. 
And for that purpose they have to 
employ qualified  personnel and cer
tainly we cannot deny that the type 
of personnel required for the purpose 
must be paid  a high  remuneration. 
Otherwise, we cannot keep pace with 
the progress made in such industries. 
In such cases,  certainly not only at 
the development stage but also later 
on, to keep  pace with the devel(̂- 
iiients throughout the world, Govern
ment must be  given  power to look 
into the question whether such indus
try requires men with higher technical 
knowledge and experience and what 
should  be  their just  remtineration, 
keeping in mind the remiineration that 
guch technical  personnel  are given 
&se«1iere. Government must be given 
certain discretion,  but at  the same 
time our request to Govenment is that 
they should  make a  discrimination 
between the different types of indus
tries and business.  and settle the 
remuneration that should be given to 
each type aad at different stages.

The second  thing that  I want to 
press before  the  House is that we 
have certainly no objection to giving 
bcmus shares  to the  shar̂olders. 
There are certain reasons which Gov
ernment advances and we accept that 
there must be some money left with 
industrial undertakings so that they 
can develop those undertakings or can 
invest in new undertakings if Govern., 
ment wants the development of indus
tries on a broader basis. At the same 
time it must be  borne in mind that 
new people cannot venture to take up 
the managing agencies  o< industries 
because of the fact that they have not 
cot that caoacity to procure finance for

its running expenditure.  Because of 
that difficulty it is practically one set 
of people that carry on the managing 
agency  or the  management  of  the 
companies for all time to come.  This 
difficulty can be solved in one way and 
that is that in the case of an industry, 
where the profit is a substantial one, 
Government can  direct that business 
or can make such rules or regulations 
that a certain part of the profit must 
be kept in the reserve every year, so 
that unless and until the reserve fUnd 
comes up to  the  annual  recurring 
expenditure that is required for run- 
mng the industry, neither bonus shares 
should be issued nor dividends of a 
large sum should be declared.  Once 
that is assured and that money is kept 
m the reserve in the State Bank or 
some other scheduled bank, then that 
industry becomes  free from anxiety 
to procure the recurring expenditure. 
In that case persons wlio may not have 
credit in the market to procure monQr 
by becoming trustees can  be trusted 
to take charge  of  the business.  If 
there is no diflBculty  about recurring 
expenditure, certainly I think many of 
the concerns  may run  much better 
than they do now. I, therefore, submit 
that Gk)vemment  shovdd think over 
this matter;  before  it  allows  any 
bonus share to be issued it must make 
it certain that that company has buflt 
up a reserve capital apart from other 
reserves  Uke  depreciation,  etc.—a 
reserve sufficient to meet the recurring 
expenditure of that business. Even in 
cases where the profit is not so much, 
Government should see that a certain 
percentage of the profit is kept every 
year as a reserve until that reserve is 
built up sufficiently. These are my few 
submissions and  do not think that 
we can take any exception to clause 
197 or to the amendment of the hon. 
Finance Minister. I feel that the Gov
ernment should think over the matter 
so that they  can lay  down  certain 
principles as regards  the percentages 
regarding  different  industrries  and 
building up of a reserve capital.

Shri Gadgil  (Poona  Central):  I
think that this clause 197 seems to be



€i633 Companies Bill 31 AUGUST 1955 Companies Bill 11634

Bo jiTiportant that a little more time 
ought to be given to iis,  but ̂ at is 
for you to consider.  Further,  I am 
making one submission. There are two 
other clauses in which something that 
is incorporated in this  clause is also 
to be seen—̂that is, clauses 347  and 
351,  The three together work out a 
formula for guidance as to how much 
the maximum should be in the matter 
of  managing  agents’  emoluments. 
Clause 347 says  ten per cent, of the 
net profit in the financial year. Clause 
197 lays down an overall limit by way 
of providing 11 per cent, to be  the 
maximimi and clause  351 lays down 
that whatever may be the maximum 
in clause 347, it may be raised by the 
Government if it is shown that it is 
in public interest. I, therefore, suggest 
that, if not the discussion on clause 
197, at any rate the voting on clause 
197 be held over till these two clauses 
are discussed so that lay-men like me 
may be able to follow  what is the 
iinal picture after hearing what every
body who 1? interested in it has  to 
submit.

Talking about clause 197, I find that 
the proviso now sought to be added 
by  the  Government  Is  absolutely 
necessary. The reason why I say so is 
this.  As was said by the Finance 
Minister, in certain hard cases it will 
not be possible for the company  to 
manage  it  efficiently  within  the 
maximum laid  down in that clause. 
Therefore,  the  proviso  which gives 
power to the CJovemment to raise the 
limit in certain hard  cases  is abso
lutely necessary.  While spealung on 
the consideration  motion I suggested 
that this discretion should be subject 
to certain well known principles and 
practices.  Certain suggestions were 
made by me as  regards the overall 
limit.—as regards  the  limit  on the 
nimiber of directors and on the limit 
of individual earning. I do not know 
whether anything of that kind can be 
put straightaway in the statute but 1 
4o bope that when the Government Is 
invested  with  this  power  for  the 
efficient conduct  of the  business,  it

will have, as far as I am able to see, 
to take into  consideration  the fact 
whether the managing agency or the 
top management is not filled up with 
people whose number  may be more 
than that justified by the* nature of 
the work that is done by the company 
itsdf. 'I find also the deletion of the 
words ‘if any* after ‘such period*:  a
good improvement has been made in 
this amendment  because  it  cleariy 
states that the exercise of this power 
will be for a particular period. At the 
end of that period  Government will 
have an opportunity to review  the 
working of the entire business.

What 1 am suggesting is that somb 
points made out by Shri Asoka Mehta 
ougjit to  be guarded  against—some 
dangers which he pointed out. One of 
them was that certain companies  in 
order to invite the power provided by 
this proviso, may manage the com
panies m such a way that apparently 
they may be in the interest of efficient 
management but something else might 
happen. I do not know whether such 
a contingency will arise but I do hope 
that in the  exercise  of  the power 
given under  the proviso  all  those 
matters will be taken into considera
tion. The proviso is in the interest of 
the company itself, namely, that the 
company should be efficiently manag
ed. If there is loss or inadequacy of 
profit, only in those circumstances this 
power has to be  exercised and  not 
otherwise.  This is different from the 
power that is contemplated in clause 
351 where it is not the interest of the 
company but the public interest which 
is to be taken into consideration before 
additional remimeration is granted by 
the Government.  To this clause, an 
amendment has been moved by Shri 
Bogawat. In the first place, I do not 
think that his amendment structurally 
dt  subjectwise  fits in  here.  This 
amendment will be in order when we 
discuss the  maximum  emolimienr or 
commission  allowed  to  managing 
agents in clause 347. Secondly therp is 
some force in saying that there should 
bf» some limit somewhere. Th the first
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place,  it must come  at the  proper 
place. I respectfully  submit  that I
would like him to consider my sugges- 
tlons to  fldthdraw  the  amendment 
here. If he is so keen, he may move 
It when clause 347 is under considera
tion.

Shri Bogawat: I have given it.

1 P.M.

Shri Gadsil:  The point is that a
Station has been put on the overaU 
top management expenses under clause 
197.  Shri Asoka Mehta gave certain 
figures yesterday to show that it was 
not 27 per cent,  but it was 14 per 
cent.—the commission actuaUy earned. 
But I understand that it is the average 
It m̂ t be  admitted by  every fair- 
iMded man that  a long step-̂ big 
step, I should say—has been taken by 
the Jomt  Committee by putting  in 
ĉ use 197. It is not that it is not pos
sible to go  ahead and  put further 
limitations but the question is whether 
such limits will work hardship in the 
cases  of  smaller  companies  and 
whether it will work hardship in the 
case of big companies.  If there is a 
uniform percentage then,  surely, the 
smaiJer companies stand to gain; ’ and 
out of 30,000 companies most of them 
are small companies. But, what Shri 
Bogawat’s amendment seeks to do is 
that a company making a  profit of 
Rs. 20  lakhs  should  get  a certain 
percentage—say 10 per cent—and if it 
gets an addtional profit of Rs. 10 lakhB 
then gradually the rate is decreased 
by 1-5  per rent, till the  minimum, 
according to him, namely 5 per cent 
IS reached. I have worked out just a 
httle and I find it is  not much-« -5 
per cent, comes to about 8,000. I hare 
not made up my mind on this point I 
am just putting this  question before 
myself and also before this honourable 
House that if we  gradually decrease 
the rate beyond a certain limit then 
whatev® is saved will be  distributed 
to the sharetioiaers and, undoubtedly 
it will go to swell the general fund of 
dividends.  In that case the Govern.

ment will get less by  way of taxes. 
But, if the rich man is allowed a little 
more, the slice that the  Govemmeot 
is likely to get is a litUe more than ta 
the previous case.  So, before me, on 
the one hand there  is this appeal of 
equality and on the other there is the 
appeal that my treasury will get more. 
If one situation develops the treasury 
will get more and in the other situa
tion I get the moral  advantage but 
there will be a corresponding material 
loss. Therefore, I shall hear my hon, 
friend  Shri C. D.  Deshmukh on all 
these points and  that is  the reason 
why I have made a request that voting 
on this clause be postponed. Let this 
be discussed today but voting on this 
clause may be taken at the time when 
voting is  taken on  clauses 347 and 
351.

Now, if I  were to give a parallel, 
When Ram left  Ayodhya for vanvas 
Dasarath sent a few servants asking 
Ram to take them during his vanms 
and thia is the reply given by Ram:

^    ̂  II

You have already given up the big 
elephant and now you are just so much 
absorbed in having the  little chain 
that is going to  bind the elephant. 
Here, you have agreed, the House has 
agreed so to say.—̂that the managing 
agency shall continue for a period of 
3 or 4 years.

Shri Asoka Mehta: No. no.

Shri Godgil: Whes ̂   already

•one, the little things which you are 
DOW trying to save do  not constitute 
very much.  But, as I have said, it 
appeals to me from the point of view 
of equality, and, as I said, if the rich 
managing agent is given a little more 
it is just likely that I as a citizen am 
mterested in getting a Uttle more from 
it by way of taxation so that It maF 
be used elsewhere.  These are two 
things which are before me.  I h«ve
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not come to any  definite conclusion 
■na nence my request that voting  on 
tkis be postponed.

My submission is that we must be 
further  enlightened by  the Finance 
Minister. I am not worrying about the 
Commission  figures  of  Shri A$oka 
Mehta, but there are the other figures 
which he  gave that  64  managing 
agency companies are managing 450 
big , companies  with  a  capital of 
Rs. 126 crores.  This is a great point 
and whether concentration of econo
mic power and money is all to the 
good or not, my own submission is 
that this is a matter which the Govern
ment ought to consider though it has 
not so much relevancy here.

Shri Asoka Mehta: That is the big 
elephant

Shri Gadgil: We are now pledged— 
not one party or the other, but the 
entire Lok Sabha is  pledged—?to the 
socialistic pattern when we passed the 
amendment  on the  21st December, 
1954. The positive steps that we may 
take towards  the realisation  of that 
ideal may be small or big, but till we 
do that let us not  erect new institu
tions or allow the continuance of old 
institutions which are likely to prove 
impediments or are likely to sabotage 
our efforts in the realisation of  that 
objective.  It is purely from that point 
of view that I would like the Finance 
Minister to consider this and, so far 
as clause 197 is concerned,  I repeat
my request that voting  on this may
be taken  when  we finally  have a 
picture as to  how  much  managinf 
agency commission will be allowed. It 
may be possible  that we may take 
voting here and when clause 347 comes 
up something else might happen, with 
the result that there  will be incon
gruity  and  inconsistency.  We are
living in an age  of dynamism  and 
quick changes. Even men change thdr 
opinions  very  frequently.  In  the
drcumstanceg it is my humble submis. 
non that voting on this may be po»t- 
poned.

Shri G. D. Somani  (Nagpur-Pali):
I  would like to make a few observa
tions on this clause  197 which  has 
roused so much controversy.  I agree 
wirth the observations made by one or 
two hon. Members that, so far as the 
remuneration to the managing agents 
is  concerned, the House will have an
other  opportimity,  while  discussing 
clause 347, to go into the implications- 
of this remuneration.  Therefore, per
haps, it would have been  better  if 
the  question of remuneratiton to ma
naging agents had not been out in the 
way in  which it has  been done, by 
various speakers yesterday and today. 
Now, that this question has been rais
ed  I would also like to  make a few 
observations,  especially  about  the 
points that my learned friend  Shri 
Asoka Mehta raised yesterday.

Shri Asoka Mehta: Not ‘learned’.

Shri G. D. Somani: WeU, I will say: 
‘my hon, friend’ Shri Asoka Mehta.

First I would like to submit that if 
an hon. Member  of the eminence  of 
Shri Asoka Mehta could not make out 
a better case than what he did yes\er̂ 
day  about this total managerial re
muneration, then there is every justi- 
ficatibn not only for maintaining  the
II per cent that  has been provided̂
but  there is every reason for increas
ing  it to a  reasonable figure.  Now, 
coming  to his  arguments, my hon. 
friend Siiri Morarka, who preceded me 
just a little while ago, has dealt with 
many of the  points, but to  support 
that I would like to express my sur
prise that my hon. friend wanted the 
Hoxise to give more weight to the facts 
and figures of some stock-exchange or 
some  other association than to  the 
facts and figures  given by the  hon. 
Finance Minister.  I tWnk we are all 
agreed that the Finance Minister takes 
the utmost care in presenting the facts 
and figures to the House and,  there
fore  it is hardly reasonable that any 
hon Member......

'The Minister at Finance (Shri C. 
Deshmokh)̂ May I say that I quoted! 
from a paper to which I referred?
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Sbrl G. D. Somani:  This has also
reference to the manacferial remunera
tion, just as the information you gave 
?about the percentage.

Shri C. D. Desbankh: So far as the
managing agency percentage is con- 
loemed, I have something to say be
cause both the figures are given here — 
Table XIV.

Shri G. D. Somani: Apart from that, 
the reason is quite obvious.  The re- 
vmuneration at present being drawn by 
the managing agents stands absolutely 
on a different loc tlng.  Apart from the 
question of percentage on profits, ma
naging agents in some centres, espe- 
•dally  places like Ahmedabad,  draw 
Iheir  managing  agency  commission 
♦even on the basis of sales.  That be
ing so, it is not  at all linked  with 
iproflts.  Even if the company suffers 
:a  loss there are quite a few  cases 
ĥere  the  managing  agents  have 
♦drawn their remuneration on the ba
sis  of sales.  There are  also cases 
‘Where, in the event of inadequate pro
mts, the percentage  may  have gone 
up to as much as 50 per cent, or 100 
per cent, of the profits. So, when we 
are ditecussing this question as to how 
•far there will be a reduction from the 
present basis under the new BiU, we 
«hould realise the drastic changes that 
"have been introduced in the Bill. The 
■mode of calculating the net profits has 
been, modified in a  way which  will 
ensure a substantial reduction in the 
remuneration which is iDeing  drawn 
t)y the  managing agents at  present. 
Apart from that, my hon. friend Shri 
Asoka Mehta quoted the example  of 
Tat as and said that they are drawing 
«nly five per cent, in TISCO.  I think 
if my hon. friend  would have taken 
the common sense view of the problem 
lie would himself  have agreed  that 
-certainly that company is rather  an 
-exception than the rule.  Perhaps it 
would  be correct to say that we have 
in  our country  such a company  of 
"that  size which. I can say, is  only 
one in ten thousand.  To  apply  the 
analogy of the  percentage which is 
hieing drawn by a  company of  that

size to the percentage of remuneration 
which  an average company  should 
draw seems to be very illogical.  Of 
course the Tatas are not only manag
ing  a steel company but  they have 
got  a number  of textile  concernŝ 
chemical concerns,  oil mills and so 
on  and so forth.  May I also request 
the hon. Member to enquire even from 
Tatas what ife the percentage of com
mission  which they are charging fbr 
those concerns which are not so big 
as  the  Tata Steel  Company?  My 
point is, to appJv the analogy of five 
per cent, which the Tatas are charg
ing  from the steel company  does not 
in  the least justify that the maximum 
remuneration which can be paid by 
any  company  should be not  more 
than eleven per cent., irrespective of 
the size of the large number of average 
companies.  My friend Dr.  Krishna- 
swami yesterday pointed out how  a 
number of companies with a paid-up 
capital of Rs. 10 lakhs or Rs. 15 lakhs 
would find it very difficult to manage 
their total  managerial  remuneration 
withih this eleven per cent, and  how 
their development will be retarded.  I 
will come to that point a little later.

I again come to the point made by 
Shri Asoka Mehta regarding elasticity. 
I  think he was rather taking an un
realistic  view when he expressed The 
fear  that  the  Government  mijght 
liberally allow the remuneration  to 
be raised under clause 351.  Personal
ly I feel that he will be rather a very 
bold manâ ng agent in future who, 
looking to the trend  of the House as 
wll as outside pplnion towar̂  the 
managing agency  system in  general 
and the remuneration  in particular, 
will dare to come before the Govern
ment for increasing the remuneration 
over and above the maximum that is 
allowed in the BUI. Again, I think that 
he  will really be a very bold Finance 
Minister or a bold Government officer 
who will  allow any such increases in 
thê remuneration  for which  there 
will not be the very strongest Justifi
cation  if the  question  is later  on
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brought before the House.  So, in my 
opinfon, the. fear lies the other way, 
that is,  the Government will be very 
hard in making any exception to this 
rule  regarding the  increase jb  the 
managing  agency  remuneration. 

Therefore,  any  fears  that  the hon. 
Member  may have about the liberal 
use of this provision of clause 351 are 
absolutely imaginary.

Now, I would like to come to  the 
real question which is involved under 
this clause,  to  the implications  of 
which  full  consideration does  not 
seem to have been given. My submis
sion is that this clause was not there 
in the original Bill, and it was brought 
in  at the closing stages of the delibe
rations of  the Joint  Committee.  I 
have no quarrel and at present I want 
to confine my remarks to the difficul
ties  that • will  have to be faced  in 
quite  a substantial number of cases, 
by the provisions of this clause. I am 
aware that the Government are taking 
necessary powers to relax this clause 
in  certaifa cases, but just»now  my 
hon. friend Shri Gadgil was arguing 
that  this provision is really  meant 
to  be applied only in a few deserving 
hard cases.

Shri Asoka Mehta:  What is  that
power?

Shri G.- D. Somani;  This  power, 
wh'th the Gk)vernment are taking, to 
give exemption to certain cases and 
to give greater remuneration to their 
managerial staff will be utilised only 
in  a few hard cases.  My submission 
is this.  This consideration about ê 
difficulties of  companies being  res
tricted  to only a few hard cases  is 
not based on facts.  I would like  to 
submit that this hardship is bound to 
arise  in practically most of the cases 
beyond,  say,  a capital  of Rs.  Iff 
lakhs or 15 lakhs.  So far as the small- 
scale companies are  concerned, as my 
friend Dr. Krishnaswami said yester
day,  they will find it very difficult to 
apply  this eleven  per cent., because 
it will leave very little, after paying 
the  msmagerîal staff,  for themselves. 
Apart from that, so fat* as the compa

nies  with a paid-up capital of Rs. 10 
lakhs and over are concerned, difficul
ties  of a genuine nature will arise m 
a very large  number of cases  and, 
therefore, this conception of restrict
ing the aj?T)lication of this clause only 
to a*few hard cases does not seem 
to be warranted by facts.

We may first take the case of new 
companifes.  It  cannot be  seriously 
doubted that so far as the new com
panies are concerned, the first five or 
seven or eight years are not going to 
give them adequate profits which will 
enable them to regulate their mana
gerial staff remuneration on the basis 
of eleven per  cent, which has  been 
provided in the Bill.  The bigger the 
company the greater will be the na
ture  of the exx>enses and it its not a 
question of one  company or the, other 
which,  in a particular instance, wiU 
be faced with this difficulty. My sub
mission  is that  in  practically  all 
cases of new floatations with a capital 
of Rs. 10 lakhs and over, this restric
tion  of remuneration to Rs. 50,000 is 
going to affect them adversely.  We 
have to analyse and  examine  this 
clause in  the light and context of the 
developmental  programme  that  we 
have before us.  If we are thinking in 
terms of that ambitious developmental 
orogramme, naturally the Government 
should admift that the numiier of new 
floatations which will be springing up 
in the second Five Year Plan period 
is going to be so large that the way 
in  which this amendment has been 
put is bound to cause a lot of diffi
culties.

I would here like to draw the  at- 
tentiton of the hon.  Finance Minister 
to  the  wordings  of the  provision 
which says:

“The Central  Government may 
by order sanction an increase in 
the  minimum  remuneration  of 
such sum,  for such  period and 
subject to such conditions, if any, 
as may be specified in the order"".

The fulflhnent of all these  condt- 
titons—“for such period, and  subject 
to such conditions” etc. will naturally
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involve a lot  of investigation  into 
•ach case.  It is  not clear that  the 
permission will  automatic.  It will 
involve a lot of searching enquiry ito- 
to  the comx>any which will be  sub
mitting its application to the Govern
ment. and the Government, in com
ing  to the decision has to consider 
whether the remuneration that is be- 
ikig  allowed to a particular manage
rial  officer is reasonable, what would 
be  the period for which this exemp
tion  will continue,  what would ho 
the  further provisions or conditions 
which the Govemmient should impose, 
etc.  That is taking rather something 
of (̂erous task  ui>on  the  Govern
ment.  I thifak it will be difficult for 
a Government Department to scruti
nise each and every case and to go 
into tlie merits of each case to that- 
extent  which  will involve a lot 
searching enquiries.

Then apart from the new companies, 
the question  of existing  companies 
may also be considered. The existing 
companies  which have got  surplus 
resources at their  disposal will  na
turally like to expand. But this  res
triction will result in discouraging the 
expansion  activirt;ies of the  existing 
concerns, because the profits will be 
less during the expansion period.  The 
provision for depreciation itself will 
be such that during the initial pericd 
when  the  expansion  programme 
comes into operation lor quite a few 
years, the profits of the existing com
panies will not allow the smooth func
tioning  of those companies under this 
clause.  Naturally,  therefore,  those 
exirting companies whiith have an ex
pansion programme before them will 
lace a very genuine difficulty  if  the 
clause as it is proi>osed remains  on 
Ihe Bill.

We can also take the third category 
of industries where the profits  fluc
tuate year by year.  It is not  a very 
uncommon thing; it happens that in 
an  major Industries due to the va- 
flous  economic factors that regulate 
the worktog of industries profits vary

from year to year very gonsiderably. 
In those cases, if any managing direc
tor or any general manager draws any 
remuneration which wiU. not be co
vered by this overall 11 per cent., then 
he might be guilty of taking a loan 
from the company and as  a director, 
the consequences will follow; he  may 
be  liable to income-tax and so many 
complications may arise.  It  is (dear 
that the  accounts of any company are 
not finalised for quite a  few months 
after the accoimting year  is closed. 
Naturally, therefore, when the accounts 
are finalised, the  recipient  of  the 
amount will discover that he had over
drawn and that his case is not covered 
by the maximum provided in the Bill. 
Therefore again certain difficulties will 
arise.  My submission is that it  is 
not a question of a few cases of  ge
nuine hardship which will take place 
under the provisitons of this clause.  I 
visualise that there will be a wide
spread and substantial  number  of 
cases involved which will have to be 
dealt with by the Government if they 
take  this  power.  Coming  to  the 
reasons which necessitate the restric
tion, the hon. Finance Minister yester
day  gave only one reason and  that 
was  that  “unless these  restrictions 
are imposed, there might be circum
vention”.  I quite agree that no loop
hole should remain which will  allow 
any  circumvention  to take  place. 
But in this case,  I may draw the J|t- 
tention of the hon. Finance  Minister 
to  the amendment already tabled by 
my friend  Dr. Krishnaswami  which 
says that any  managing director  or 
manager who may be an associate of 
the  managing agents  may be  put 
under  these restrictions.  I am,  not 
pleading that anybody and everybody 
who may be a relative or a nominee 
of the  managing agents  should be 
allowed to  be appointed  and draw 
remimeration  and thereby  circum
vent the maximum ceilings that have 
been placed.  But the question pure 
and simple here is .one of those inde
pendent and outside executives whose 
cases also  are brought  within  the 
purview  of  this  clause.  My  sub
mission  is  that so far the appoint
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ments  of any  independent  outside 
executives  are concerned,  whether 
in  the  position  of  the  manag
ing  director or general manager  or 
in  any other category, these appoint
ments  should be taken out of these 
restritetions and every company should 
be  at liberty to freely make appoint
ments, so long as those  appointments 
are genuine  and are not wjthin  the 
term of an “associate” of the manag
ing  agents.  Even the position of the 
managers of the factory is not clear. 
It might be that  the company  may 
have only one factory and the factory 
manager may be in charge of general 
management also; that manager would 
be, subjected to these restrictions and 
hifs  salary would be brought  within 
this overall maximum. -Therefore, my 
submission is that I  do not see  the 
slightest justification for any restric
tions being  imposed  on the appoint
ment of indej>endent  outside  techniJ- 
cians  or administrators to work  in 
various companies.  If the cases of all 
«uch  outside  employees have to  be 
approved by the Government, then it 
•will mean a genuine hardship. After 
all,' however, efficient it mîght be, the 
administrative machinery will certain
ly have to cope with so many problems 
under  the new Act that I  am afraid 
that it will really lead to a lot of un
necessary delay and inconvenience  if 
all these thousands of companies which 
might  spring  up in the country and 
which will naturally require the pay
ment of a remuneration of more than 
Rs. 50,000, have to approach the Gov- 
ertiment,  seek their  approval  and 
then  satisfy them so as to enable the 
Crovemment to form a correct opinion 
about the conditions which they may 
like , to impose regarding the  period 
for which they may grant exemption, 
and so  on. and so  forth.  So far  as 
«ne cAi see. the only fear about  the 
salaries of the executives being  res
tricted is that such r.ppointments should 
not be made in a manner which might 
■enable the managing agents to  em
ploy their  own associates for  those 
posts and thereby ilidirectly  increase 
the remuneration.  The Government 
can certainly bring in this condition by

any other  method which they  may 
choose, either by accepting the amend
ment  of Dr. Krishnaswami Or in any 
other manner which they think fit.  I 
plead wiJth all the earnestness at  my 
command that so far as thê appoint
ment  of  outsiders  is concerned,  it 
should be as easy as they can make it. 
The present provision  is so  worded 
that the  Government will enquire in
to  all the minute details about  the t 
terms and conditions and the quantum 
of remuneratiton,  period  of  appoint
ment etc.  All these things involve  a 
lot of unnecessary enquiries; it would 
have been quite enough if the enquiry 
is restricted only to the fact as to whe
ther the candidate referred to in  the 
application is  ib any way connected 
with the managing agents.  Once  the 
Government  are isatisfied that  the 
person being appointed has not̂ g to 
do with the managing agents or with 
the promoters  of the  concern and 
that he is an independent outsider ap
pointed solely for the efflcieht manage
ment  of the concern,  then the  ap-> 
proval should  be automatic and  any 
further conditions or the duration  of 
the period should not at all  arise,  if 
our company management is to  nm 
on  sound and efficient lines.  I know 
that there is  a section of the House 
which wants thUt the socialistic  pat
tern  of society should be adopted  in 
so many clauses  of this  Companies 
Bill.  I would like to know from  the 
hon.  Finance Minister whether  the 
Government’s policy in restrictifag tffe 
remuneration is based on the concep* 
tion  of socialistic pattern of  society, < 
because in that case, it will  be  un
fair  to restrict the joitot-stock enter
prises  alone; it should be done in a 
more general way. So far as ttie Com
panies Bill  is concerned, the appoint
ments  should  be made  purely  on 
merits.  I would, therefore, like to be 
convinced by the hon. Finance Minis
ter  as to how he wiftl  meet all  the 
difficulties  which the vast number of 
existing and  new companies,  whose 
profits will be fluctuating from ĵar 
to year, might create—by the powers 
which the Government are taking and 
which might involve the various
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panites in needless hardship. Represen
tations  have been made both by  the 
Associated Chambers  of  Commerce, 
Calcutta, as well as the Federation  of 
Indian Chambers  of Commerce  and 
Industry  drawing  Attention to  the 
varied implications of this clause  and 
how this clause m*ight retard the eco
nomic development of the country. So 
long as one can satisfy the House that 
any freedom ifti the matter of remune
ration  will not be abused or will not 
in any way be taken undue advantage 
of by the managing agents,  there  is 
no reason why the Government should 
not give the maximum possible  scope 
for the best possible talent to be utilis
ed by our industrial concerns for their 
sound management  and I hope  that 
this aspect of the question will receive 
proper  and  serious  consideraticm 
from the hon. Finance Minister.

Shri M. S. Gumpadaswamy  (My
sore) : Before I deal with some of the
* amendments that have been suggested, 
I may remind the hon. Finance Minis
ter  of an anecdote.  In Spain, for the 
first time when a railway lilne was con
structed,  a Spanish peasant  wanted 
to go in the train. He travelled in the 
train.  On the way side, he got down 
to purchase something  in the  stall. 
While he was busy in the  purchase, 
his 'train passed  away and  another 
train took ifts place.  He thought that 
that was the same train  in which he 
was  travelling and  he entered  the 
trair̂.  He asked his neighbour  who 
was a stranger, whither you are going. 
He said that he was going in the op
posite direction.  He wondered  and 
exclaimed, what marvels science  has 
wrought, we are going to" the opposite 
directions and still we are in the same 
compartment.  In the same manner,...

Mr. D̂l̂-Speaker: Such mistakes
are committed by  others also;  not 
only in Spain.

iShri Bansal:  It happened to me.

Shri M. S. Gnniimdaffwamy: The Fi
nance  Minister has committed  that 
mistake.  We are in the same predi

cament  of the Spanish peasant.  The 
Finance Minister has  made out that 
we  have  considerably  changed  in 
respect of managing agency remunera
tion to  the better.  He has said that 
the step that has been taken by hUm 
and by some of the Members of the 
Joint Committee is very  progressive. 
But, to pie it ajppears that  we have 
been just  adopting  the rigid statiis 
quo. We have not much changed. The 
suggestion that has been incorporated 
in  clause 197 does not  take us  far 
enough.

Yesterday, my hon. colleague  Shri 
Asoka Mehta gave some overall fibres 
to show that the percentage fixed for 
managing agency remuneration is not 
very revolutionary and he made  out 
that there is not much  scaling down 
in the managing agency remuneration, 
if  we were to  adopt this  particular 
clause.  Here, I shall give some break
up figures to show that the jrercentage 
that  has been  fixed in this  clause, 
namely 11 per  cent., is not  revolu
tionary, that it is not raditeal and that 
it  will  only confirm the status quo. 
Here are some of the figures.  In the 
case of the mining and quarrying in
dustry,  the managing agency commis
sion  is only Rs. 8 lakhs, which works 
out 1*2 per cent.

Shri C. D. Deshmukh:  What  ̂the
source of the hon. Member’s figureŝ

Shri M. S. Gnmpadaswamy:  I have 
taken from some of the journals.  I 
am not able to give him  information 
immediately.  I have collected  from 
various sources.  But, I will be glad 
if the Finance Minister corrects me if 
I  have gone wrong in  these figures. 
Any way, these are some of the figures 
that I have collected.  •

As I said, in the mining and quar- 
rjring industry, the percentage of ma
naging agency  commission comes  to
5 ,2.  In the case  of processing  and 
manufacturing industries, it works out 
to 7-8 per cent

Shri C. D. De&hmiikh:  On  what?
Net profits?
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Shri M. S. Ganuwdaswamy: That is 
right.  In the case of cement it is 10 
per cent.: in the case  of paper it  is 
7*4 oer cent.; in land and estate, it is 
8*2 per cent.  These figures will show 
that the managing agency commissions 
are already less than 10 per cent,  in 
some of these industrites.  In the case 
iDf some  big industries like textiles, 
the managing agency commission  is 
more  than 20 per cent.  To be exact, 
is  21-9 per cent.  Here, I may point 
out to the Finance Minister  that  i»t 
was the peculiar way of calculating the 
managing agency  commission which 
was responsible for this inflated figure. 
In  Ahmedabad,  a strange system of 
calculation was adopted and it includ
ed  the commitesion on sales.  So the 
commission  in. the case of cotton tex
tiles  is rather inflated. Moreover,  in
1951,  if the  Government had  taken 
steps, such a  large commission could 
liave been stopped. Ansnvay, Govern
ment did not think fit at that time  to 
take steDs to cut down the managerial 
commissibn  of the textile industry- It 
was allowed.  Perhaps, the reason for 
allowing this high commission to  tjhe 
textile industry may be the approach
ing  elections at that  time and they, 
wanted to please the cotton magnates 
and they wanted to have their active 
co-operation in financing the elections. 
Or it might have been thought that it 
would not help them to displease the 
powerful ring of cotton merchants and 
manufacturers at that time.  ♦

My hon. friend Shri G. D.  Somani
said that in *the case of the  TISCO,
Tatas, only 5 per cent, commission  ils 
■charged, and it is only an exception; 
it is not the rule. My point is that it 
should  not be an exception it should 
be made a rule to'all industries. When 
it ife possible for the Tatas to manage 
«uch a  huge concern, when they have 
been able to build ud a huge industry 
with a small remuneration, why is  it 
not possible for  the other  managing 
tigents to take the  same amount  of 
commission and manage the industry?

Shri C, D. Dcshmukh: Because they 
-are huge.

Shri M. S. Gnnipadaswamy:  Tatas
are huge  enough.  They take  5 per 
cent, or a little more,

Shri Bansal:  Does the hon. Member 
know for how many years they are tak
ing 5 per cent, or a little more?

Pandit Thokiir Das Bhargava (Gur- 
gaon) :  The actual amount that they
take will be several times more. What 
does  their capital amount to?

Shri M. S. Gumpadaswamy: Do you
mean to say that this percentage should 
be  varied according to the amount of 
income that one  should get?  Is it 
your contention?.

Pandit Thakur Das Bhargava: Yes, 
certainly.

Sfari M. S. Gnropadaswamy: That is 
not the principle of toe Bill.

Shri C. D. Deshmukh:  Is the hon.
Member aware of the capital at charge 
in  the Tatas?  It is  Rs. 20 crores.

Shri M. S. Gnmpadaswamy;
be it is huge.

Shri C. D. Deshmukh: The net pro
fits will be Rs. 2 crores. You calculate
10 per cent, or 5 per cent.

Shri M. S. Gumpadaswamy: My owr 
point is this; whether the percentage 
should be calculated in relation to pro
fits or it should be calculated on the 
basis of what the managing agency 
ought to get.  A concern may eani 
Rs. 2 crores or Rs. 3 crores as prclits, 
or may be, say,  Rs. 10 lakhs.  The 
point is whether the commission should 
have any relation with the profits of 
an industry or not.  So, if you say..

Pandit Thakur Das Bhar̂rava;  The
amount of profit is much highei if t̂Ks 
capital is much h’gher. In an oro'nai y 
company  where  the  capital is, say 
Rs. 10 lakhs, if the average is taken, it 
will not be so much, but the average 
will certainly amount to a verv iiîh 
figure if the capital ’jpvolved it say, 
Rs. 20 crores.

Shri M. S. Gurnpadaswamy:  If t̂e 
amount involved, if the investment is 
very huge, the profit pIso is .
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Pandit Tbaknr Das Bhargava: Com
parably equal percentage, put the net 
profit will be higher.

Sbrl M. S.  Gmupadaswamy:  The
percentage may not work out at a 
higher rate.

Shii Asoka Mehta;  It is Shri Boga- 
waVs amendment. Are you accepting 
that amendment?

Pandit Thaknr Das Bhargara:  So
far as I am concerned, I would accept 
it.

Shri M. S. Oumpadaswamy:  ft is
good enough. So I say there must be 
some basis for calculating the percen
tage. Now we have adopted that per
' centage should  have  relation to net 
profit. The next point would be whe
ther this figure of eleven is fair or is 
reasonable.  With due respect to yotj,
I may submit that in South India...

Mr. Deputy-Speaker: I am  not  a
managing agent.

Shri M. S. Gumpadaswamy:  I  am
talking of the number eleven.  The 
number eleven̂ is considered to be very 
inauspicious in South India.

Pandit Thaknr Das Bhargaya:  Is it 
so?

Shri Bansal: Not in North India:

Shri M. S. Gnrupadaswamy:  It is a
very bad nimiber.  I just cut a joke at 
the figure eleven.  I do not know why 
they have fixed the figure at eleven, 
it is considered to be inauspicious.

Shri Bansal:  The hon. Member wai 
in the Joint Committee and it was 
fixed when he was there.

Shri M. S. Gumpadaswamy: 1 tbmk 
the hon. Member knows that we did 
rot vote for it.

Mr. D̂ty-Speaker: Then he wants 
21 or 31, is it?  '

Shri M. S. Gumpadaswamy:  It is
only a suggestion by the way.  That 
eleven is not an auspicious figure in 
the South.

Mr. Deputy-Speaker.  it can be both 
increased and decreased.

Shri C. D. Deshmnkb;  Tata’s ?ro€S 
profits are Rs. 797 lakhs an̂l depre
ciation is Rs. 235 lakhs, so that if you 
omit that, it is about Rs. 5i crores.

Mr. Deputy-Speaker:  Five per cent. 
(Ml that? ^

Shri C. D. Deshmukh:  On that y )u 
can take anything.  It is quite a nice 
figure.

Shri Asoka Mehta:  Then, are you
accepting  the  amendment of  Shri 
Bogawat?

Shri C. D. Deshmukh:  That ij an
other matter.  I am only referring to 
this argument.

Shri  M.  S.  Gurupadaswamy:  My 
point is whether the provision made 
here will bring down the managerial 
remuneration to a reasonable extent,, 
and I say it will not.  Certain indus
tries may accumulate huge profits and 
give less percentage of remuneration 
for managing agents.

Shri Tulsidas (Mehsana West): How 
will they make huge profits?

Shri M. S. Gurupadaswamy*  Jast 
now the Finance Minister said that 
Tatas have earned such a huge in
come.  The managing agents could af
ford to take only  five  per  cent̂ 
That is his contention.  Then, if that 
is so, would he accept a slab system 
as suggested by Shri Bogawat?  1 am 
prepared to agree.  Otherwise, ab Shri 
Asoka Mehta pointed out  yesterdaŷ 
how is it possible that in certain com
panies the managing agents are get
ting only 0*11 per cent?  How can they 
live on this profit?  It is b«;cause of 
the astronomical figures of the capital 
and the profits.

Shri Asoka Mehta: Because the pro
fits are large.

Shri M. S. Gurupadaswamy: Because 
the profits are large.  In England and 
America you will see that in very few 
instances more than 10 per cent, is 
allowed to managing directors or ma
nagers, and it is the rule, it  is  the 
normal practice to allow less tlian 10̂ 
per cent, in America.  And I agree 
with Pandit Thakur Das Bhargava that 
in America and England the profits are 
huge, and that is why they take less-
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percentage.  But in India tbo profits 
may be less.  So, let us agree with 
Shri Bogawat.  If Shri Bogawar s am
endment is accepted, I am prepared to 
withdraw my amendments,  I  have 
suggested in my amendment that six 
per cent, should be fixed instead  of 
eleven per cent., and Rs. 25,000 shou'd 
be accepted as the maximum instead 
of Rs. 50,000.

Mr,  Depaty-Speaker:  Have  two
scales been  suggested,  one , on  the 
quantum of profits and the other on 
the percentage of profits?

Shri M. S. Gonipadaswamy:  Yes.
In cases where companies do not make 
profits or  make  inadequate  profits, 
then this Rs. 50,000 is allowed, and in 
cases where there is profit, then ele
ven per cent, is fixed.  That is the 
over-aU ceiling that has been  fixed. 
There is an apparent contradiction in 
this.  I want to know the meaning of 
“inadequate profit”.  Suppose a com
pany makes Rs. 10,000 profit. You may 
consider it as inad̂ uate and saying 
that it is inadequate, you will allow 
according to this clause  Rs.  50,000. 
But if you consider it as adequate pro
fit, you will allow only 11 per cent., 
but 11 per cent, may work out less 
than Rs. 50.000.

Shri Tblsidas: If it is less than Rs. •
50.000.

Shri M. S.  Gnmpadaswamy:  So,
what is the criterion to find whether 
the profit is inadequate or not?  What 
is the amount which is called inade
quate?  What is the amount which is 
more than adequate?  Is there  any 
amount fixed, any quantum fixed,  to 
say that up to this percentage profit 
will be called inadequate, beyond this 
percentage the profit will be  called 
adequate? There is an apparent contra
diction in the clause itself.  So, there 
will be a lot -of practical  difficulties 
which will crop up hereafter.  The 
managing agents, managers and  the 
executive may take advantage of  it 
and exploit it to their own advantage. 
They may say: “We have\iot earned 
adequate profit.  So,  grant  us  Rs.
50.000.  We will take it and not ele

ven per cent.”  Then again, there is 
another clause to which Shri Asoka 
Mehta referred—clause  No.  351  by 
which in certain cases additional re
muneration may be given of m6re than 
what is provided in clause 347  and 
such remuneration has to be sanction
ed by a special resolution of the com
pany and approved by  the  Central 
Government as being in the public in
terest, I cannot understand what is 
the public interest involved in such 
cases.  Except private interest, I can
not think of any public interest.  If 
you  say  that  whatever  economic 
activities  carried  on  by  entre
preneurs  are  good  to  the country, 
then everjrthing is good, everything is 
in the public interest.  But if you say 
that certain activities carried on by 
managing directors, managing  agents 
or any entrepreneur are to  prc«note 
their own end, then they would  be 
ccwisidered as not being in the public 
interest.  How to draw a line between 
public and private interest?  So, vast 
powers of discretion are given to the 
Government to say that a particular 
thing is in the public interest or it 
is not in the public interest.  Here, 
there will be large scope given to Gov
ernment to play, with the industrialists, 
to play with the public.

Shri K. K. Basn: Yes, to get funds 
for the elections.

Shri M. S. Gnmpadaswamy:  And
they may discriminate one against the 
other, play one against the other. The 
elections are approaching and are very 
near.  They may say: “Look here. If 
you pay so much to  the  Ck>ngress 
Party, we will allow you this remune
ration”.

Shri Sinhasan Singh:  Your  party
also.

Shfi M. S. ’Gampadaswamy:  There 
is no chance for us so long as you are 
there in the Treasury Benches.

Shri Asoka Mdbta:  We do not want
that chance.

Shri Sadhan Gapta (Calcutta South
East):  Every five years there will be 
a managing agent’s boom, is it?

Shri M.  Gurupadaswamy:  Then 
again, according to clause 354...
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Mr. Depaty-Speaken  There  are 
others also who want to speak,

Shri M. S. Gorupadaswamy:  Yes,
Sir.  I will be finishing. ’

According to clause 354, the manag
ing agent is entitled to be reimbursed 
in respect oj certain expenses.  He is 
not entitled to office allowance now, 
for that is ruled out under this pro-
V vision, but he is entitled to be reim
bursed if he incurs expenses in respect 
of certain things on behalf  of  the 
.company.  Now, what are the things 
for which he has to incur  expenses? 
That is not known to us.  We have 
provided in clause* 197 and 347 that 
the overall limit for managerial remu
neration should be 11 per cent, and 
that the limit of managing agency 
commission should be 10  per  cent. 
But the provisions of plauses 351 and 
354 nullify  what  is  intended  by 
clauses 197 and 347.  Our main pur
pose will' not be realised and will be 
sabotaged by clauses  351  and  354. 
Under these clauses, you will see that 
the managing agents may be allowed 
more remuneration and be made  to 
get more money.  I cannot understand 
that.  If the purpose is to limit the 
profit  or the  remuneration of  the 
managing agency  or  the managing 
director or anybody else,  then  you 
must frankly say. this is  the  limit 
beyond which you should not go, and 
this limit will operate rigidly.  On the 
other hand, we find that these pro
visions dilute clauses 197 and 347,  I 
would say therefore that clauses 351 
and 354 may be completely  deleted. 
They are not at all  necessary,  and 
the heavens would not fall if you omit 
them.

Shri C. D. Deshmnkh:  Are we dis- 
cussin̂f clause 354 now?

Mr, Deimty-Speaker:  When  we
come to clauses 351 and 354, we can 
see whether the heavens would  fall 
or get up.

Shri M. S. Gnrupadaswamy: They 
are all  linked up  One  cannot  be 
divorced from the*  other.  So, this 
clAum ihould be heiO

Mr.  Deiputy-Speaker;  The  hon. 
Member’s  point is  that the whole 
group goes together, and he has even 
made the suggestion that clause  197 
may stand over, not that I say  that 
the hon. Minister accepts it.  The hon. 
Minister only says that the  one  is 
slightly different from the other.

Shri C. D. Deshmnkh;  Clause  197 
refers to remuneration.  It does not 
refer to expenses.  Now, I can under
hand the suggestion  that  we  keep 
over the voting on clause 197 till we 
discuss the connected clauses 347 and 
and 351.  But clause  354  does  not 
refer to remuneration at all.  It refers 
to recoupment of expenses like travel
ling allowances and other things; just 
as if I consider my salary. I do not 
consider the travelling allowances...

Mr. Deputy-Speaker:  I felt the hon. 
Member was saying that the managing 
agent must incur office expenses also 
from his earnings.

Shri C. D. Deshmukh: , Office  ex
penses are prohibited now.  But  he 
refers to any other expenditure that 
has been incurred by the  managing 
agent on behalf of the company, and 
can be recouped  by  the  managing 
agent in accordance with the proce
dure laid down in clause 354.  I am 
not aware of any amendment which 
says that in clause 197, the wording 
will be, remuneration or recoupment 
of expenses or anything else.  There is 
no such amendment.

Mr.  Deputy-Speaker:  Evidently,
what the hon. Member wants to say 
is that the other expenses also, not 
office expenses, ought to be within the 
remuneration allowed.

Shri C. D. Deshmukh:  if you omft
clause 354, then there would be  a 
case for increasing the limit In clause 
197.  If you are not going to  reim
burse something which the managing 
agent has incurred, then you ought to 
pay him more, and not less.

Mr.  Depnty-̂peaker;  The  hon. 
Member does not want that.  He does 
not want to pay anything more than
11 per cent., whether office expenses 
and other expenses are there or not
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Shri M. S. 'GnniiMUhswamy; My
amendment seeks to limit It to 6 per 
cent.  It includes not only office ex
penses but all other expenses  also. 
So, no further reimbursements should 
be allowed.

Shri K, K. Basn:  Including enter-
ta’nment of Ministers.

Shri M.  S.  Gnrnpadaswamy:  We
have been talking very much of the 
socialistic pattern of society.  My hon. 
friend s?hri G. D. Somani and others 
have referred  tg> it ad nauseum.  In 
fact, my hon. friend Shri G. D. Somani 
asked, are we importing this socialis
tic pattern into every clause of this 
B'll?  And he wanted to have a sort 
of an economic Monroe doctrine ap- 
plicab'e to company affairs.  He wants 
a  thck  curtain  around  company 
affairs.  He does not want the socialis
tic pattern and the ideas flowing from 
it to percolate or penetrate into, or 
interfere in, the affairs of company 
management apd company administra
tion.

If Shri G. D. Somani would be good 
enough to look into the existing pat
tern of society to see how a few ma
naging agency houses have been con
trolling not only the apex of the eco
nomic system in India but also the 
very llfe-breath of the economy of our 
country, he would understand why we 
have been dinning into the ears of 
everybody that we should implement 
the idea of the socialistic pattern of 
fociety or socialism early and that U 
should find a place in every clause in 
every economic law  and  in  every 
activity of Government.

Here are the figures. Nearly 6 or 7 
managing agency houses are drawing 
nearly Rs. i*62 crores as profits.

Mr. Deputy-Speaker:  All of them
or each one of them separately?

Shri M. S. Gumpadaswamy;  I have 
here jotted down the names of the 
companies.  They are the Tata Iron 
and Steel Co.,  the Indian Iron and 
Steel Company, the Delhi Cloth MiUs. 
the Associated Cements, the Bombay 
Dyeing Mills, the CaUco Mills,  the 
Arvind Mills, the Ambika Mills, and 
the Jayaji Rao Mills.  .

Mr. Deputy-SpeaJcer;  Each one oi 
them has got Rs. 1 crore?

Shri M.- S. GnrupadafiiwaiBy: All
these are getting Rs. 1*62 crores.

Mr. Depnty-Speaker:  Have Tatas
alone got Rs. l crore?

Shri M. S. Guriipadaswamy:  The
Tata Iron and Steel Co.. got Rs  35 
lakhs.

yiri Asoka Meita:  It is tne proiJ*
figures tiiat are given first.  Out of 
that, the net profits come; and this 
amount is the managing agency remu 
aeration.

Shri G. D. Somani: Of eight bi?
concerns. ‘

Shri M. S. Giirupadaswamy: still,
my hon. friend Shri G. D. Somani is 
not satisfied, and he wants them to 
get more.

Shri Asoka Mehta: He is not in this 
list yet.

Shri M. S. Gurupadaswamy: So you
will see that a few managing agency 
houses are controUIng the economic 
destiny of India.

We have pointed out in our minute 
of- dissent that  we  cannot  tolerate 
‘Ceazarism’ in economic affairs.  We 
want to end it. The only way of doing 
it away by peaceful means is to scale 
down or to control the profits that the 
managing agents or the managing di
rectors and others are getting today. 
This is the only peaceful and normal 
way of introducing socialistic pattern 
indirectly, and non-violently.

Mr. Deputy-Speaker:  I  think  it
would have been more useful if some 
hon. Members at least had tried to 
bring out the following points.  What 
is the number of big companies, small 
companies, medium companies separa
tely?  Whoever mît manage them, 
what will be the approximate cost of 
management?  Whatever be the cir
cumstances and whatever be the sac
rifices that he has to make, what would 
a man with -that  capacity  charge? 
Then, what are the exorbitant charges 
that a>e made by these people now?
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These are the points that could have 
been usefully dealt with.  What is the 
good of again and again repeating the 
same thing, saying, why not have so
cialistic pattern in every clause in the 
company law, and so on?  After all, t 
am also one of the Members here.  I 
have also to be convinced, if I have to 
exercise my vote inside the House, or
1 have to cast my vote from here.

•
Shri K. K. Basu:  There is hardly
any chance of that.

Blr. DeiHtty-̂peaker:  These are the 
points which should be clarified. Some 
hon. Members at least must say, .if I 
had managed this concern, I would 
have been able to manage it within this 
amount, why are these people taking 
more merely because the company gets 
Rs. 20 lakhs of profits, and so on.

Shri Asoka Mehta:  Let us have the 
figures in regard to the management 
of concerns that are today owned and 
operated by Government.  That will 
give us an idea. Let the Finance Min
ister tell us what is the cost of ma- 
nag«nent of the Sindri factory, for in
stance.  Surely, it is not Rs. 30 lakhs,

2 P.M.

Mr. Deputy-Speaker;  That is the 
way.

Shii Asoka Mehta:  It is very easy
to get those figures about Government 
undertakings. .

Bfr. Deputy-Speaker:  'Hiere should
be arguments both for and against. 
After 11 per cent, is not sacrosanct; it 
can be 111 or 121.  But how is this 
arrived at, what is the normal expen
diture all this should be gone into. 
How much more are  giving,  should 
also be found out.  These  are  the 
figures which will convince any House.

Shri ML S. Gumpadaswamy: We are
very anxious that the socialistic pat
tern should not become  a patten— 
without the ‘r’ in it.  If it has to be 
live-jjrtiilosophy, if it is to be worked 
out properly, then it must find a place 
in every section of the economic law 
of the country; every section should

"eath the spirit 'of the aodalistic pat
tern,  Otherwise, we cannot achieve it.

Lastly, I would say that my amend
ments to clause 197 may be accepted. 
They are very reasonable.  If they are 
not acceptable, then I commend  the 
idea of Shri Bogawat and his amend
ment may be accepted.

Shri Sadhan Gupta:  In connection
with this group of clauses, I shall try 
to introduce two main principles. The 
first relates to reduction of r̂ unera- 
tion; secondly, I would attempt to add 
another clause dealing with prohibi
tion of management  by  undesirable 
persons.  I shall also make one or two 
comments on the provision relating to 
tax-free payments.

There is no wonder that this clause 
about remuneration—clause 197—̂bas 
attracted the greatest amount of at
tention, because it concerns pockets 
all rolind; it concerns the pockets of 
big business; it concernŝ the pocket of 
the employee; it concerns the pocket 
also, in a way, of  the  shareholder. 
When I look at the clause, I look at 
it from the point of the employees and 
from the point of view, possibly, of 
the smaller shareholders also.  When 
you prescribe a remuneration for the 
managing director or managing agent, 
when you prescribe a remuneration as 
high as is prescribed in clause 197, you 
have to look to the interests of those 
classes also.  I wonder what has hap
pened to the Government’s sense  of 
proportion in this matter.  We have 
from this House as well as from many 
platforms, proclaimed that there should 
be a ceiling on income, that in a poor 
country like ours, where the multitudes 
of the people are poor, where poverty 
is the rule, there should be some cell
ing put on the amount of money that 
a particular persbn or a group of per
sons may take away.  Now, various 
ceilings have been mooted, 30 to 1, or 
whatever it may be. But what Is pro
vided here is, I may say, absolutely 
unconscionable.  Whether it is in the 
case of profit or whether it Is In the 
case of loss, it is unconscionable.  In 
the case where profit Is made,  fbe
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figure of 11 per cent., which is pro
vided, is, I would call .it, enormous 
and in the case of loss, the figure of 
Rs. 5a,000 which is being laid down 
as the maximum is, I would say, fabu
lous.  This figure of 11 per cent., has 
been vehemently supported  on  the 
ground that 5 per cent, is too little. 
This argument has been sought to be 
strengthened by saying  that  Tatas 
may manage with 5 per cent, because 
they have a huge capital structure 
and huge profits, but other do not have 
that size.  But this outlook is only 
looking at it  from  the  managing 
agents’ point of view or the directors* 
point of view and from no other point 
of view at all.  It can be said with 
equal logic that whereas Tatas have 
a huge profit, they can bear a greater 
proportion of  remuneration to  the 
managing agents or to  others  than 
other companies—I, of course, am not 
pleading for  Tatas granting greater 
remuneration.  But the thing is that 
you must look at it from the i>oint of 
view of the capacity of the company 
also and not only from the point of 
view of the demand of the managing 
agents.  What is the capacity of  the 
smaller company?  If Tatas can bear 
a remuneration of 5 per cent., a smal
ler company cannot; it needs every 
rupee of the profit it makes for its own 
purposes, for pâ g a better wage to 
the employee, perhaps . for paying a 
better dividend to  the shareholders. 
Therefore, this 11 per cent., balancing 
both sides and looking to the circimi- 
stances of our country is, I think, too 
high, and some of the amendments 
suggested are worth accepting. I would 
give first preference to the  amend
ment suggested by  Shri K. P.  Tri- 
pathi.  He has linked up  remunera
tion with the amount of wages paid to 
the workers.  That is an  admirable 
suggestion;  I commend *that amend
ment to the acceptance of the House 
because, as Shri K. P. Tripathi  has 
pointed out that would be an incentive 
to give something more to the emplo
yees, something more to the workers 
and poor employees of the company. 
This amendment has been objected to 
on the ground that the  concept of a 
A living wage or fair wage or minimum

wage is rather hazy and, therefore, 
cannot be adopted  as a determining 
factor.  Now, Sir, that is not so. Any 
number of cases are being tried  by 
industrial tribunals and they are fix
ing a fair wage with reference to a 
minimum wage and with  reference- 
to the concept of a living wage. That 
is being done everyday.  Also  there- 
is the report of the Fsiir Wages Com
mittee which has defined the concept 
of a living wage, which  has defined 
the concept of a fair wage and which 
has defined the concept of a minimum 
wage.  Therefore, although as yet  in 
terms of money, the amount of living 
wage has not been fixed, yet we have 
a concept of what a living wage  is 
and we can easily arrive at that con
cept with reference to the  cost  of 
living indices  in  different  places. 
There would be no difficulty about it. 
Industrial tribimals have  fixed  the 
fair wages with reference to the cost 
of living, and the amount of living; 
wage can be calculated with reference 
to the cost of living.  Therefore, there 
IS no difficulty in linking the remu
neration payable to managing agents 
or directors with the  concept  of a 
living wage or fair wage or minimum 
wage.  That is why I commend  the 
amendment of Shri K. P. Tripathi’s 
to the acceptance of the House.  But 
if that is not accepted, I would sug
gest our amendments where we have 
provided that 6 per cent, should be' 
the limit in the case of a company 
making profits and  Rs.  20,000  to
Rs. 30,000—̂we have got three amend
ments, one for Rs. 20,000, another for 
Rs. 25,000 and the third for Rs. 30,000* 
—in the case of loss.  Now this 6 per 
cent, is, in the circumstances of our 
country, I submit, a reasonable return 
in the case of profits.  Mind you, this
6 per cent, would refer to remunera
tion in excess of Rs. 30,000.  We pro
vide Rs. 20,000  or  Rs.  25,000  or 
Rs.  30,000  whichever  is  accepted. 
We also  provide  this  floor  limit 
Therefore in any case the managing 
agent or the director is sure to get 
Rs. 20,000 to Rs. 30,000 whatever be 
the position of the company, however 
ruinous the financial position of  the 
company may be.  But, when it ex-
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ceeds Rs. 30,000 it should not be more 
than 6 per cent.  That is what  we 
have suggested.  I think it is quite 
enough.  It is said that this would 
damp the ardour of the  managing 
agents for management of companies, 
iliat it will damp the ardour of entre
preneurs for undertaking new risks,
I do not accept this view  for  this. 
.'Simple reason.  Undoubtedly if  one 
has a position in the country where 
■one can earn  lakhs  and  lakhs  of 
Tupees by becoming managing agents 
you would not get people who would 
come  for  Rs. 30,000  or  Rs. 40,000 
But when you fix a limit beyond which , 
they cannot earn in business,  then 
entrepreneurs would be content  to 
take that amount because even though 
you restrict it or limit it to Rs. 20,000 
or Rs. 30,000 there is no other occupa
tion where they can get  more.  So 
they will have to engage in this kind 
-of business and hence this scare  of 
capital being shy need not be  taken 
.seriously.

In connection with remuneration I 
have to notice two other points, one 
made by Mr. Gadgil and one by Mr. 
Somani.  Mr. Gadgil, quite  unlike 
himself, has posed a question, although 
he did not pose it as his opinion, that 
iif you pay more remuneration to man
aging agents or managing  directors 
the State gets more by way of taxes 
.and if you pay them less, other people 
—̂he mentioned only the shareholders 
—̂ will get more.  Now, which is good?
I submit that this poser itself  is a 
fallacy.

In the first place, there is no cer
tainty that the extra remuneration you 
pay to the  managing agents  comes 
back to the State proportionately  by 
way of taxes.  I  say this  for this 
reason.  If you pay extra remunera
tion, the managing agent will try and 
see if he could evade the tax by con
cealing some income from some other 
source which is not amendable to the 
-supervision of the taxing  authority. 
That can easily be done and the more 
the income from one place the more

the incentive to try and find out in- 
co:tics which have to be hidden.

Secondly, it is not also a fact that if 
the extra amount goes to some other 
hands, to the hands of the sharehol
ders as Mr. Gadgil puts it, it is entire
ly lost to the State. This extra amount 
which is saved by depriving the man
aging agents or the managing direc
tors does not go only into the  hands 
of the shareholders.  We must think 
of the employees.  Their demands are 
often rejected on the ground of the 
incapacity of the companies.  If the 
company has an extra  amount  the 
employees will be able to lay claim 
to that and they will be better off for 
the amount that is saved by restrict
ing the remuneration of the managing 
agents.  When employees are  better 
off it is certainly a better thing than 
getting a tew rupees more as  taxes. 
To realise tax is not the entire be-all 
and end-all of Government. The main 
thing is the betterment of the people 
and if the people are better off, ulti
mately the State Exchequer is also 
better off.  This I say is a long-term 
thing.  But even in the short period 
the fact that money goes  into  the 
hands of poorer people does not mean 
that it is lost to the exchequer; it must 
come back to the exchequer in some 
form or other.  Income-tax is not the 
only way of getting money into  the 
exchequer.  If you pay a poor person 
more than he earns today  he  pur
chases more.  He purchases all kinds 
of things and on almost every com
modity today there is a tax,  either 
the sales tax or excise duty or both 
and in that way  a part of it comes 
back to the State as a tax.  In  any 
case, through the betterment of  the 
condition of the employee,  through 
the increase in the standard of living 
of the emploŷ, the Government gets 
more by way of taxes and also gains 
by the improvement in the  general 
condition of the country.

Regarding  the  Central  Govern
ment’s power to extend the limit  of 
remuneration—the  floor  limit—̂ Mr. 
Somani has said that it would almost 
be a dead letter because he would be
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a  very  bold  managing  agent 
who  would  ask  for  an  increa.se 
and  the  Finance  Minister  would 
also be  a  very  bold one  to  agree 
M the increase.  I do not subscribe to 
Uiat  view (Interruption).  I think 
where money is concarxMd tiie manag
ing agents are not likely to lack valour 
very much.  They are quite likely to 
ask for extension in any case.  And,
I in the Government’s side it is not the 
Finance Minister alone that needs to 
be taken into consideration. I can con
ceive that in every case it will not be 
the Finance Minister who will decide. 
Perhaps it will be decided by oflficers 
and I would  say that . the  officers 
would also be not lacking in valour 
or boldness if there was gold in the 
consideration and we cannot escape the 
fact that plenty of gold will flow as 
consideration for this kind of thing. 
Even in the case of the Finance Minis
ter, we must not think in terms of the 
present Finance Minister.  The present 
Finance Minister is not here for eter
nity and corruption  among  Finance 
Ministers  is  also  not  unknown. 
Therefore, we do not think that there 
would be any lack of valour either in 
the managing agents or in the Govern
ment. .

The next point I want to emphasise 
in regard to......

Mr. DeiNity-Speaker: The hon. Mem 
ber must be quick.  We will have to 
conclude this group by 3-15.' I under
stand the hon. Minister wants to ex
plain the things which have been said 
in detail and he  wants  about  45 
rri’nutes,  , /

Shri K. K. Basu:  Let it be extend
ed for some time more.  ’

Shri Bansal̂Some more time should 
be given.

Mr. Deputy-Speaker: Whatever time 
is taken for this group will be with
drawn from the other group.

Shri Bansal: That is all right: the
other group is not very important.

Mr. Depaty-Speaken  There are 42 
clauses there.

Slirl Bansal:  But they are not so
important.

6hri K. K. Ban:  It won’t take Ion® 
unless some one wants to discuss de
tails about drafting etc.

Mr. Deputy Speaker: Out of the twa
hours allotted for the next group how 
much time  shall  we take  for this? 
Shall we take half an hour?

Shri BansaJ:  One hour, Sir.

Shri Altekar (North .Satara)* I want 
to speak on the next group for about 
20 minutes,

Shri K. K, Basu:  He may take
minutes,

Mr. Depnty-Speaker: We’are not go
ing to extend the 9 hours. Therefore,, 
two hours remain after 3-15.  It is 
only less than an hour now.  The hon. 
Minister wants to take  45  minuter 
Then Shri Tulsidas, Shri Bansal and
* others also want to speak. Then then̂ 
is Shri Ehibe and there are  sever.ii 
others who want to speak.  Therefor®, 
each hon. Member must confine him
self to five minutes. *

Shri Bansal:  Ten minutes a+ the
most.

Mr. Depnty-Spcaker:  W*» will, e’l
• croach upon the next group by half 
hour. The hon. Member may conclude 
as early as possible.

Shri Bansal:  He has concluded.

Mr. Deputy-Speaker:  But  he sitŝ
down and gets up.

The Mini5»ter of Bevenne and CivJi 
Expenditare (Shri M. C. Shah): What 
is the decision. Sir?

Mr. Deputy-Speaker:  I wiV caU thi
hon. Minister at 3 p.m.

Shri Bansal: That will T̂e too short. 
Let it be 3-15 p.m. so that he  con
cludes by 4 PJC 

Mr. Deputy-Speaker: Then we will 
have an hour and a quarter for the- 
next group.  The hon. Minister will 
take about twenty minutes there.

Shri C. D. Deshmukh:  I shall  not 
take more than fifteen minutes,

Mr. Deputy-Speaker  One hour mar 
be left to the hon. Members for the?
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•debate on tbe next rtoud. Therefore 
I  will  csU  then  bon.  Minister ai 
3-15 P.M. and he may conclude  by 
-4 POf.

\

Shri Sadhan Gupta: I shall, there
fore. leave the rest of clause 197 and 
deal with another pro>̂ision which I 
nwant to ’ntroducp. that is clause I'OOA 
by my amendment No. 606. Clause 205 
deals with prevention of managment 
and promotion and formation by un- 
-desirabie Dr rsonf  As I said at th? 
time of the State Bank Bill, I say 
even now that the worst kind of peo
ple and those who have to be prevent
ed most from promoting and managing 
<?ompanies are the tax-evaders.  have
therefore, sought to introduro by am- 
•endment No. 606  new clause—clause 
200A—whi-h runa like this;

‘̂200A. Prohibition of manage
ment of c?iTipany by tax-evaders:—
(1) No person who has beon found 
guilty by anj court or tiibunal 
of evading any tax payable by 
him shall tak« any oart in  the 
promotion, formation or manage
ment of any firm, company,  or 
other body corporate.

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

(3) In the case of a person who 
lias been found guilty as aforesaid, 
Tiefore 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 
■notwithstanding any want of Jurii- 
•diction in the court or tribunal on 
account of any technical defect Id 
Its constitution or composition.**

There is a great resentment against 
tax-evaders in this country and very 
rightly so.  Their acts not only in
volve dishonesty but they throw the 
burden of taxation on the honest part 
of the population and it tells particu
larly hard on the poorer section of 
the population.  Because these  tax- 
evaders evade their portion of the tax. 
Government has to seek enhancement 
of revenues from sources which are 
honestly paying their taxes, and to 
impose a greater burden on them.  In 
this way the honest section of the 
population, the poorer section of the 
population, is subjected to a heavier 
burden of taxation. Already our coun
try is such that the burden of taxation 
has become unbearable, and if this 
section is taxed, the burden will be
come still more unbearable.  There
fore, in the interest of the people as 
- a whole as well as in the interest of 
business itself. It If desirable to bar 
these anti-social elements from manag
ing, promoting or forming companies 
or in fact any firm or body corporate 
and they must be altogether hounded 
out of this, and a condition must be 
created where they are unable to earn 
anything by business.  If they are al
lowed to continue in business, they 
will have more opportunity of indulge 
ing in their nefarious practices  and 
more ĉportunity  of  depriving  the 
Government of taxes.  Therefore,  I 
think there should be no ground  or 
reason to oppose this amendment or 
not to accept this amendment, but still 
.1 have not much hope that it will be 
accepted.  At the time when I propos
ed a similar provision in the  State 
Bank Bill, the Deputy Finance Minis
ter gave the most unconvincing ex
planation that it is very difficult  to 
determine who is a tax-evader  and 
who is not a tax-evader.  I gave the 
same provision in connection with the 
State Bank Bill and yet he said that 
it is very difficult to determine who 
is and who is not a tax-evader. I have 
made it quite clear in my amendment 
in clause 200A that only that person is 
a tax-evader who has been found guilty 
by any court or tribimal.
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Shri  C.  D. 
îlty by whom?

Found

Shri Sadhan Gapta:  By any court 
or tribunal.  I have also in the last 
sub-section  put in a  saving  clause, 
which  is that  notwithstanding any 
technical defect  in jurisdiction,  the 
finding  shall  prevail.  Obviously, I 
have  the  Income-tax  Investigati«n 
Commission in mind.  That Commis
sion, as the Supreme Court held, did 
not  have  jurisdiction  because  of 
certain technical defects.  The fact, 
however, is that they went into  the 
details of the case of jurisdiction or 
no jurisdiction, they gave their hear
ing and came to a finding. Therefore, 
for the purpose of debarring persons 
from business,  their  finding can be 
siifely relied on and proceeded with, 
and their finding is as valid as the 
finding of any court duly constituted. 
Therefore, I have taken pains to save 
the findings of the Income-tax Inves
tigation Commission. I commend my 
amendment No. 606 for the acceptance 
ct the House and  hope that it will 
have a better chance than the amend
ment which I proposed on the State 
Bank Bil.

Shri Tulsidas: I have been listening 
to  this debate and I would  like to
make the position  clear with regard 
to certain point*;  which  have  been 
raised. A number of points  been 
covered by my friend,  Shri Somani. 
but I  would like  to  mention that 
under elause 197, the overall remune
ration is limited to 11 per cent,  we 
have a clause in which  managfaMt
■agents are given a maximum percent
age, that is, 10  per  cent,  and the 
managing director is given a maximum 
of 5 per cent. This clause was discus- 
seu in the Joint Committee and it was 
felf that perhaps there may be cases 
where  people,  who  try  and  take
advantage  of  appointing over  and 
above the managing agents some other 
“ directors, might get some percentage 
of commission and therefore this over
all commission of 11 per  cent  was
fixed.

I would like the hon.  Minister to
let me know how my difficulty would 
be solved. I am not interested in bi< 
companies like the Tata Sons, I.CL, 
Burmah Shell and so  on in which 
Shri Asoka said he was interested In 
fact, when big companies* affairs are 
seen  in  any  practical  form,  the 
managerial remuneration comes Co a 
much smaller figure and usually it is 
about 3 to 4 per cent, even in ô er 
countries.  When smaller companies 
cr industries come up, the percentage 
of remuneration goes up. When profits 
are not there, it will be 100 per cent. 
It will not be possible to find out what 
exactly should be the percentage. My 
point is that Government has the right 
of approval of the  managing agents, 
and in approving the managing agents,
I am sure that Government will take 
into account the size of the company, 
the type of industry, the people who 
are functioning in it, the services that 
are v̂en and so on and a maximum 
of 10 per cent, is fixed. But the point 
that I have to make is what about 
small companies and what about new 
companies? How will they fare under 
this clause 197,  where  the  overall 
remuneration is fixed at 11 per cent. I 
am not even worried about it; but I 
am worried about the  minimum ot 
Rs. 50,000 which has to include  the 
remuneration of a  technical director 
or other managing personnel.  They 
are not interested in the commission 
in the form of percentage;  they are 
interested  only  in  their  monthly 
remuneration.

Shri C. D. Deshmukh; If it is a com
pany managed by a managing agent, 
then what happens?

Shri Tulsidas:  As regards 11 per
cent. I am not worried about it.

Shri C. D. Deshmukh: Let us itnagine 
of a new company  managed  by  a 
managing agent only?

Shri Tulsidas: For that Rs. 50,000 is 
provided: that is all right.

Shri C. D. Deshmukh: Then, how do 
they manage?



11671 Companies Bill 31 AUGUST 1955 Companies Bill 1167*

Shri Tulsidas:  If there is  greater
profit,  the  managing agent  gets a 
higher remuneration. But a man cai a 
salary basis,  how is he interested 
whether the profits  are high or not. 
He is not going to get higher remu
neration. If the profits are less why 
should he get less? He is interested 
only in his monthly remuneration. A 
technical director is interested only in 
his monthly  pay or salary.  If the 
terms of his contact entitles him to any 
commission, he may be governed by 
this clause.

I quite appreciate the difficulties cl 
the* Finance  Minister,  As my hon. 
fiiend Shri  Somani pointed out,  he 
has 8L fear that  somebody  who is 
associated  or  acquainted with  the 
managing agent  may be nominated. 
We have no objection to his safeguard
ing against it. But if there is a tech- 
mcal director or a person who is only 
irterested in his rumuneration,  why 
should this minimum of Rs. 50,000 be 
made applicable  to him.  This will 
cause great hardship to new companies 
and particularly companies which have 
no managing agents.

In the course of my speech at the 
consideration stage, I had enquired of 
the hon.  Finance  Minister  whether 
the public corporations would be able 
to manage  within  this  manageiial, 
remuneration of Rs. 50.000.  It is a 
well known fact  that most of these 
public corporations are losing concerns. 
Reference was made the other day to 
the Russian technical expert who has 
come. He will not be a director. But 
in a private company he will be consi
dered fis a technical director and his 
remuneration will be  brought within 
the overall remuneration ofHs, 50,000. 
Therefore, to  this  extent,  the new 
companies in the  private sector will 
be put to  considerable hardship.  I 
would now like the Finance Minister 
to let us know how the public corpora*- 
tions wm fare under clause 197.

The Finance  Minister referred to 
the State Bank of India, he also men
tioned one or two other cases, where 
they found diffloulties; that is wbtf

they want to take power of exemption. 
He  has  now  brought  forward  an 
amendment that if companies exr>eri- 
ence difficulties, they  may approach 
Government.  Government  will 
toke into consideration all factors and 
decide  whether  exemption  may be 
granted in such cases. I have tabled 
an amendment in this regard. By all 
means kâp the overall remuneration 
at 11 per cent. You have got also the 
minimum of  Rs. 50,000 in  case of 
inadequate profits.  If you are parti
cular,  have  that  safeguard  with 
regard to managing agents, but I do 
not want the monthly salaries people 
to be roped in this Rs. 50,000 limit.

1 do not want to go into the question 
of different comnanies in other oarts 
of the world as Shri Asoka Mehta has 
attempted to do.  Facts and figures 
about the working of these companies 
are published  every quarter.  The 
Economist  gives  figures of most of 
‘the concerns in England where they 
give an overall percentage of 3 to 4 
per cent.,  while  in  the  case of a 
number of industries it varies from 4 
to 15 per cent. We have also examples 
in other  countries  where a Director 
aVone  gets  $ 100,000  or £ 20.000 
per  year.  There  is  no  question 
of  comparison,  because  the  com
panies  there are  very  big,  while 
our  companies  in  this  country 
are not of such size.  I, therefore, do 
not see any reason why such a com
parison  should have  been  brought 
against the argument of the Finance 
Minister.

The Finance Minister hientioned in 
his speech that the overall percentage 
v/ill come down.  ?He was perfectly 
right in saying so, because the previous 
figures which  have  been  compiled 
include, commission on sales, etc. As 
soon as this Act comes into force the 
total profits and the total commission 
i re bound to come to 8 per cent. U not 
lower. I fully agree with the Finance 
Minister that  the figure  will come 
down.  The effect will be that there 
will be no such commissions of  the 
type we  have in  Ahmedabad, com
mission on the basis of sales. So. I do
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Qot  see  why  Shri  Asoka  Mehta 
thought it fit to bring this argument. 
It is all right as an argument, but I 
do not think it is correct.

Then there is another factor which
I would like to bring to the notice of 
the Finance Minister. I would like him 
to tell us whether the  interest paid 
for any moneys borrowed from  the 
managing agents will be included  in 
this or not?

Sbri K. K. Basu:
neration.

It is not remu-

Shri Tulsidas: It is remuneration. 
If it is regarded for services, I can 
imderstand.  It is not remuneration in 
regard to services. Therefore, I have 
moved an amendment No. 199. Other
wise, even if a managing agent gives 
money to the company  and if they 
have to pay interest,  that will also 
come in.  I would like an assurance 
that that would not be included in 
the meaning of clause  197—̂interest 
which is  to be  paid,  even if they 
borrow from the banks. If they have 
to pay interest,  that should not be 
included in  the total  remuneration. 
This point  shoiild  be made  clear. 
There is another point with regard to 
clause 199, which deals with tax-free 
payments.  This makes it impossible 
for  companies  to  employ  suitable 
personnel, especially highly qualified 
technical  personnel  and  foreign 
experts who insist on  a certain net 
salary. No employee can be employed 
on tax-free salary. But there are many 
examples otherwise.  Even the Gov
ernment has no other alternative but 
to give to certain technical personnel 
certain tax-free salary. That is a dis
crimination  made.  A  corporation 
cannot have an employee who can be 
paid tax-free. A private firm can do 
so; a partnership firm can employ an 
individual on a tax-free salary.  The 
foreign concerns also can employ. The 
Bhabha Committee has accepted this 
proviso because it was intended and 
meant only for directors in England. 
No remuneration shall be paid to the 
directors tax-free there. But we have 
extended this tp aU employees.  I do 

266 L.S.D,

not think that this is proper becauM 

this  will  be  a  discrimination  in 
favour  of a  number of  other com
panies and other coiporations. People 
should be  allowed  the  freedom  to 
employ  specialists  on  a  tax-free 
basis.  I have moved  amendments— 
Nos. 202, 203 and 204. I have moved 
that» *directo*' may be substituted for 
‘oflRcer or empioyee*. It is according to 
the English Act.  This  Act  is not 
applicable to partnership.  I am Just 
pointing out the anomaly. I hope the 
Finance  Minister  will  take  these 
things into consideration before com
ing to a decision.

Shri Bansal; When we are dealing 
with clause 197, we are dealing with 
a really very complicated  piece of 
provision.  The  complication  arises 
because imlike the Bhabha Committee 
the Bill lays down and covers not only 
managing agents but  also directors, 
managing directors,  managers,  etc. 
The Bhabha Committee made straight
away a recommendation that as far 
as managing agents’ remuneration is 
concerned it should not exceed 12’5 
per cent. But when the Joint Commit' 
tee was considering  this  provision 
they  were  doing  so  under  an 
atmosphere of suspicion and shadow. 
Ghosts were  appearing  everywhere 
and they had to lay down a number 
of safeguards. It has been pointed out 
that if a certain limit is placed on the 
remuneration  of  managing  agents, 
the managing agent may nominate his 
son as a director or manager. What 
happens then? He appoints his nephew 
as the managing director or manager; 
he nominates one of his other relations 
for such a post. By this process the 
managing  agent  circumvents this 
salutary provision of the law. There
fore, the Joint Committee decided  to 
rope in all these possible categories of 
persons who are  responsible for top 
management—the  managing  agent, 
the managing  director, the director, 
manager, etc. In doing so a difficulty 
has arisen.  While safeguarding that 
the managing agent by various devices 
and processes  should not  get more 
tlian 11 per cent., we have closed the 
doors at least for a large number of
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Shri ansal 

ompanies  or  the  appointment o 
p eop le with manaerial apaities.

There  is a  onusion  here.  The 
onusion is as to what are the atual 
untions o the manain aent and 
the other tpyes o manaement It has 
been said in the oint Committel that 
by makin  this  remuneration o 11 
per ent, as the aerae remuneration, 
we were proidin or a type o top 
manaement  oerin  manain 
aents, maniain diretors, diretors,

andit Thakur as rar a a in 
the Chair2

et.  I would  humbly  su est that 
there is a  distintion  between the 
types o manaement that hae to be 
lodked ater by the manain aent 
and the manaer. It miht be that in 
ertain ases the type o  manaerial 
responsibilities  was  the  same but 
there are a lare  number  o ases 
where the untions o the manain 
aents and  manaers  dier subst
antially.

My hon. riend, Shri Asoka Mehta, 
pointed out in a ery naie manner 
ertain thins and said **et us take 
the manaerial êenses o a oern
ment enterprise. May I ask him what 
he  will  onsider  the  manaerial 
epenses  or  the  Sindri  ertilier 
atory Will he take only the salary 
o  tile  manain  diretor  as  the 
manaerial epense or will he inlude 
the salaries o the rodution Minister, 
the Seretary o that Ministry or at 
least a part o their salaries in  the 
manaerial epenses o Sindri erti
lier atory It does not stop there. 
What  is  the  responsibility  o the 
manain diretor there  He is res- 
ponsible or runnin the  day-to-day 
aairs o the atory.  He is not res
ponsible or the oneption o  this 
atory.  He was not responsible ar 
the promotion o the atory nor Is he 
resiwnsible  or  indin  out  the 
inanes or this atory.  All these 
thins are there already ound out by 
the oernment. He Is not responsible 
or any o the losses whateer may

happen in that atory  he is not 
responsible e ept in a ery eneral 
way. Here, the manain aent is to 
promote  the  atory, ind out  the
inanes, soliit his riends to onti 
bute, et. It is his responsibility to 
look ater and  nourish the atory 
durin the period o inubation till 
the atory oes into prodution  and 
then  urther wait  till the  atory 
makes a proit.

I  hae some  ases—ome  stray 
ases  here.  The  Hindustan Motors 
imited  was  ormed in 1942  and
till  1952*53  there  were  no proits 
and  the  manain  aents  had to 
oreo  their  entire  remuneration 
they  oluntarily  orewent  their 
minimum  remuneration.  The same 
is  true  o Hindustan  eneral
letri  whih  was  ormed  in
1945. My inormation is that till today 
the manain aents hae not drawn 
any remuneration. I hae a list  o 
about 20 ompanies—ery well-known 
ompanies in the ountry.  The on
usion really is that we are euatin 
the types o  manaerial responsibilî 
ties whih the manain aent bears 
and the ordinary  type o manaer 
bears and so  the oint  Committee 
were aed with a dilemma i they 
were not roped in within this lause 
197.  Otherwise, the loopholes were 
there.

Now that I listened to the speeh 
o my riend, Shri Somani and Shri 
Tulsidas,  I think  there is a lot to 
onmiend  in  the  amendment  o 
Shri Somani and I hope the inane 
Minister will ie ery serious onsi
deration to it. I the oerall limit o
11 per ent, is not e eeded, I do not 
see the reason why the  amendment 
o Shri Somani is not a eptable.

There was another diiulty whih . 
was pointed out by my riend, Shri 
urupadaswamy with reard to  the 
minimum  remuneration.  In  the 
present  ompanies,  the  minimum 
remuneration is proided by artiles 
o  assoiation.  Companies  do  not 
make proits until they o into pro
dution and b6in to  produe oods
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and  market  them  properly.  Till 
that  period  which  may  run  into 
five years,  and in some cases  ten 
years, as I have just quoted, surely it 
is too much to expect that the man
aging agents should not get anything 
although I know, in a large number of 
cases, no good company charges man
aging agency commission imless there 
are profits.  I know it as a fact, Sir. 
But, even so  there  are  managing 
agents who have to charge and in the 
articles of association it is provided 
that a minimum remimeration should 
be paid to the managing agents  in 
case there are no profits or there are 
not adequate profits.  The same  was 
suggested by the Bhabha Conmuttee 
and the limit of minimum remunera
tion was kept at Rs. 50,000. My hon. 
friend Shri  M. S.  Gurupadaswamy 
asked  as  to  how  that  minimum 
remuneration was  computed.  It  is 
simply  Rs. 50,000 and there is  no 
question of any computation.  As long 
as  the  company  does  not  make 
Rs. 50,000 the managing agent has to 
be given Rs. 50,000 and when it ex
ceeds that the percentage basis comes 
into the picture.  Therefore, there iss 
no confusion as far as that particular 
point is concerned,

Shri  C.  C.  Shah  (Gohilwad— 
Sorath):  It is “not  exceeding  Rs.
50,000” and not “Rs. 50,000”.

Shri M. S. Gnmpadaswamy:  Sup
pose the profit is only Rs. 75,000 then 
the principle of 11  per  cent,  will 
p̂ply....

Shri Bansal:  It will apply accord
ing to the terms laid down in  the 
articles of association.  If in the arti
cles it is laid down that  Rs. 30,000 
will be given as minimum remunera
tion the managing agent will get only 
Rs. 30,000.  That will be governed by 
the articles of association.  Sir,  my 
time is running short and I just want 
to say that in case the Finance Min
ister does not accept the amendment 
which has been moved by my friend 
Shri G. D. Somani,  then I  support

the amendment  which  has  been 
moved by the Finance Minister him
self and  that is amendment No. 281.

An Hon. Member:  Why so?

Shri K. K. IBasn:  In order of pre
ference.

Shri Asoka Mehta:  What
Shri Bogawat’s amendment?

about

Shri Bansal:  I  strongly  oppose
Shri Bggawat’s amendment.  Then I 
have my own amendment.

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

Shri Bansal:  Please give me two
minutes more.  I hope you will allow 
me to speak on my own amendment.

Air. Chairman:  Order, order.  The
hon. Member has just now begun to 
talk on his own amendment.

Shri Bansal:  I will take only two
minutes.  It is very small amendment 
and that is amendment number 593 to 
the Finance  Minister’s  amendment 
No. 281.  It only says:

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

I will tell you why it is necessary. 
Sub-clause (4) of clause 197 reads:

“Notwithstanding anything con
tained in sub-sections (1) to <3), 
if in any financial year, a company 
has no profits or its profits are 
inadequate, the company may pay 
to any director or director includ
ing managing or whole-time direc
tors, if any, its managing agent or 
secretaries and treasurers, if any, 
and its manager, if any or if there 
are two or more of them holding 
office in the company, to Jill  of 
theiii together.......” etc. etc.

But the amendment of the  Finance 
Minister does not include  all  these 
categories. Surely, when he tabled his 
amendment he wanted to include “any 
director or directors” and I think it is
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CShri Bansal] 

just an omission through an oversight 
that he has not  included all  these 
categories.  My simple  amendment is 
that all  those  categories  should be 
included and  that  can be  done by 
adding the word “part-time” after the 
words  “to any  managing  or whole
time”. If this amendment is not accept
ed then in plaLce ol the words which 
occur there all these categories should 
be added, namely, “director or directors 
Including  managing  or  whole-time 
managers”.  Even then my purpose 
would be  served  and  I  hope the 
Finance  Minister will  kindly accept 
my amendment.

Shri Mnlchand Dnbe (Forrukhabad 
Distt.—̂ North): This group of clauses 
that is being discussed should be dis
cussed having regard to the scope and 
purpose of Company Law. The scope 
and purpose of  Company Law is to 
determine  and regulate the relations 
between shareholders and the manage
ment.  We should, therefore,  steer 
clear of all patterns whether socialistic 
or communistic. None of these notions 
or systems are at all consistent with 
the company  legislation.  When we 
form companies of a public or private 
nature they are  entirely inconsistent 
with the socialistic pattern of society. 
Therefore, if we do want companies 
then the question of socialistic pattern 
of society should not be brought in. 
The point of view from which this 
piece of legislation has to be consider
ed is as to whether it is in any way 
inconsistent with the intention of the 
Parliament to  establish a socialistic 
pattern of society. This Parliament ii 
committed to the  establishment of a 
soemlistic pattern of society. The ques
tion, therefore, is whether this legis
lation is in  any way  calculated to 
obstruct that aim in any way.  The 
quesxion is, whether this Parliament 
can or cannot, whenever it so chooses, 
repeal this Act and establish a social
istic pattern of sodety. My submission, 
tnerelore, is that the objections that 
have been raised on  this score are

entirely besides the point  and totally 
irrelevant.

However,  objections  have  been 
taken on the  score that  it does not 
provide  for  the  abolition  of  the 
managing agency  system or  that it 
does not provide for  the association 
of workers on the management.  In 
regard to the first one, I would just 
read to you the definition of “manag
ing agent”. It is defined as follows:

“Managing agent”  means  any 
individual, firm or body corporate 
entitled, subject to the provisions 
of this Act, to the management 
of the whole, or substantially the 
whole, of the affairs' of the com
ply,  or  by  virtue  of  its 
memorandum or articles of asso
ciation, and includes any indivi
dual,  firm  or  body  corporate 
occupying the position of a manag
ing  agent,  by  whatever  name 
called;”

As far as I have been able to under
stand it means that a managing agent 
is a person other  than a shareholder 
employed for the purpose of managing 
the afl̂airs of a company and in every 
way organising it. Therefore, if there 
are any persons who have specialised 
themselves in organizing and manag
ing companies  or large undertakings, 
the question is whether  the f̂̂ices 
of these persons should for ever  be 
done away  with.  The  question is 
whether the companies should for ever 
be prevented from employing persons 
who have specialised in this kind of 
business.  My submission is, if we 
start doing it, we shall only be doing 
harm to the country and also to the 
industries that we wish to see prosper. 
Now it has been said that this system 
of managing agency should be abolish
ed. My submission is that this system 
cannot be abolished..........

Mr. Chairman: I am afra d the hon. 
Member is discussing as if we were on
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the general disciission stage. Now we 
are concerned only with the particular 
provisions under discussion.

Shri Mnlchand  Dube:  In  clause
197 there is an overall remuneration 
provided for the managing agents also. 
There is an  amendment  moved by 
Shri  Sinhasan Singh  regarding  the 
deletion of the entire clause. There
fore, I think it is not quite irrelevant,
but if the Chair thinks.........

3 P.M.

Mr. Chairman: It is quite relevant, 
but at this stage, when we are discus
sing particular provisions of the Bill, 
I would expect that  those provisions 
only are discussed and not the general 
aspect of the whole question.

Shri Mulchand Dube:  Then I will
confine myself to the  overall remu
neration and the Government amend
ment with regard to the increase.in 
the maximum  rumuneration  during 
the years in which the company has 
not been able to make adequate pro
fits.  In regard to the overall remu
neration, my submission is that a ceil
ing has been fixed by clause 197, but 
even though the ceiling has been fixed, 
my submission still is that so long as 
a socialistic or commimist pattern of 
society has not been established, the 
company which employs a managing 
agent or a managing  director or a 
director has to pay the market price 
for the services it wants.  The queŝ 
tiop, therefore, in every case will be 
whether the price that is being paid 
by the  company  is  or  is  not the 
market  price for  the  services that 
it wants.  Therefore,  in  fixing the 
maximum remuneration also, it will 
be necessary to see  whether having 
regard to the services that are sought 
to be utilised, the remuneration that is 
being fixed is or is not adequate. If. 
in the opinion of the Government, it 
appears that  the  managements  are 
entitled to a  minimum remuneration 
exceeding  Rs. 50.00Q,  I think there 
should be no difBculty in allowing it

Another objection  that  has been 
raised in this connection is about the 
association of workers in the manage
ment. In regard to that toD, my sub

mission  is  that  so  long  as  tli 
employers  and the  workers do not 
develop a state of mind in which they 
would be able to sacrifice their own 
interests  to  the  interests  of  the 
society and of the country, this sort 
of arrangement in. which the Workers 
ate  associated  with  the  manage
ment  will not  work,  because there 
will  be  a conflict  of interest  and 
duty. The employers’ interest would 
be to reduce the  wages as much as 
possible whereas the interests of the 
workers would be to have their wages 
raised as much as possible. Therfore, 
in such a  case, if the  workers are 
brought on to the mansigement, there 
will be constant tangle and the effi
ciency of the management will suffer. 
Therefore, my submission is that the 
bringing in of the workers on to the 
management  would  not be  in the 
interests of the company and will not 
be in  the  interests of  the  efficient 
working  of  the  imdertaking  at 
all.  Therefore, I  feel  that the
workers, if they are to be brought on 
the management, should be brought as 
shareholders and they should be given 
facilities to buy  as  many  shares as
possible.  I entirely  agree  with the
suggestion of Shri Bansal that when
ever  bonus is given,  the  workers 
should be persuaded  to buy shares 
from the bonus  that  is  allowed to
them. That is all I have got to say.

hi if ̂  fjran? ^

^   ̂ ^

 ̂   ̂̂    ̂  f,   ̂

 ̂̂  f fa 3FP ^

cTW  ̂  ̂ W  ̂  ̂ VO,000

?TT?rr  I  sir  VTTTT m  ,->rr

 ̂  t,

3̂ 5̂  VO,000 ?nr5  ̂ ^

7TW   ̂ I infr

 ̂  ̂ I  ^

HTV ^  fir  ^
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It  ̂  ̂  ^
W VR   ̂ ^

ŵ Nsnir  ̂ ̂ jpr  q? frgi? jto

I  ̂  jf  n̂iT ̂

 ̂T5T̂ ̂ aif  ̂JfaiFRTT

r̂tvî  xrnfe  ̂ \

 ̂   ̂  ̂?EnT-̂  ̂(̂)  iT3IT

e :
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‘‘Nothing  contained in  mib- 
aections (1) and (2) shall be deem
ed—

(a) to prohibit the payment of 
monthly remuneration  to  direc
tors..........” etc.

 ̂ 7  ̂̂oc; jf   ̂iTPiRft

 ̂ m miWr iW w  11

fsTVTrr  ̂5te Tnf<̂ r̂vrm 

3nrf?i; ^

•T̂ I

‘‘In making the computation as 
aforesaid,  the following  will be 
deducted:

Director’s remuneration” etc.

3[f? m/ttdJ ̂  TO ihrr ?

W *f ̂  Ôi; if  3̂fT f H

ir̂ ?[f arf̂ g|vr/y;>J ff, 

wnk   ̂  ̂I   ̂ fwT *f

T'iw   ̂ vj  ihiT it “

 ̂ »RRft  ̂if

•̂unr (̂)  ̂ (̂) M  mVvei ^

T? cniTcfh ~*F>hf

5̂   3fft  ̂ srf

PĤid  f  ̂  3ri*? qd

TO MVtTc  TO?TT  ̂I  ^

«T3i/̂ 1̂   ̂   f, irf ̂  0̂«; 4

*5fTfly?B TO Tn?5  aif?  if

an  ̂  ̂ ^

Hw  ̂ 5f I  J??r ̂  «F  ̂?  hj

TO 971 < )̂ifr lA wm

r«

 ̂ r̂anr wr?r «m

 ̂ TO” ̂  ̂   i|*' I

 ̂ (») 3TO ̂

T̂f̂T t, 3riSr« ?iw =T 5̂,

inte  li", ?rt T5ET fT5nr if i<o,ooo r̂ ^

 ̂ift arfvĵ   ̂  ̂I  inpr

 ̂  ̂?«F  ̂ ̂  *TRT

r̂pshrr ?  ?n ? 1 .am

 ̂TO" Hw  ̂ r̂nrnrr it 3if?

 ̂ mn ̂ ît,   ̂ift rnNi-

«̂i fliiW   ̂it,  ÎT'* T̂TRi

qnfg 4 apyn?T ̂ ^

^̂.000 ?7TT̂ ̂  T̂fcTT #  ̂   ̂ ̂  ̂

HjW'̂i ^    ̂ 5f  ^ ̂

 ̂ Jrrf̂   ̂  ^̂npTTi to

?rr5 ̂   tr̂ VRpft

 ̂  ̂^  Jirftie T?

 ̂ f I «ft  ^

 ̂3  ̂ iRFqfiTSf   ̂ fhlT 3lf?

vi*riW' ̂  f5?R  ̂ 1

3TRT

«iI.  ̂lit vrfim  fW,

anr̂  ̂   ̂  ̂ arŴ ^

*î   ̂   TO TO n̂jFT if îro

T̂O «n  cHTT ?ij  f I   ̂ n̂iNuft<i

f  hi TÔ tot̂ «*iw?r Jnrk

TWFf fhrr  I  OT? *5*̂ f¥ ?*fw

 ̂  ̂ if sinniTw  ̂11 1̂, ?if if̂

 ̂ d̂P̂rlvrH,

3nr̂  r̂faFnn̂ ?Rr r̂mknr  <̂afNni 1

TÔ  tr̂ RR jf m ?«r̂ fnr

7t»TT I

 ̂ T̂RFir iftm I? I  ̂  ̂" 

WH   ̂  it  h   ̂̂   *f

3rfŷ  J|rf»l55 ?TOT  «rT?!T f I hm WTV  *

 ̂cl«  7TOT  ̂  ̂  ^

v m    ̂;wî ?<wft  îiewr
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 ̂f’T̂ ap̂STT fhrr ̂
5̂ T? ̂chlT ̂  Ŝ  -curJjn ŷTT
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iT3p5 ̂  ̂  VO  frfVw f,  ^

IV̂hrTT I în"P«wf 1̂ "f̂ ̂ir ̂rr̂r if ̂FT*fr 

 ̂ i(̂yr<   ̂ ĤTRT !)■  1
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Shpi C. D. De&hmiikli: When I mov
ed my amendment, I did not  expect 
that  the main  debate in regard  to 
remuneration  would  take place  on 
this occasion.  Thife clause 197 was a 
sort of after-thought on the part of 
the Joint Committee and it occured to 
them that if there was a limit of  10 
per cent, on the commission of manag
ing  agents, then perhaps there ought
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to  be an overall limit for all forms 
of top management;  that  was vfhy 
they  added just 1 per cent,  more 
and put  11 per  cent.  Therefore,  I 
think that whatever crititeism one has 
to make in regard to the  percentage 
of  remuneration  should have  been 
concentrated on the managing agents’ 
commission of 10 per cent.  Now that 
takes us to clauses 347, 351, 352 and so 
on.  Therefore, the suggestion made by 
Shri Gadgil appeals to me.  It is good 
that  discussion  has  taken  place, 
because it has to take place sometime 
or other  and maybe we  shall save 
some time from the time allotted for 
those clauses of the Bill.  Neverthe
less I think it is right that we should 
not take a decision today and there
fore I am supporting the suggestion 
made by Shri Gadgil that after dis
cussing this we should lay it by and 
come back to it after we have finish
ed discussion on clauses 347, 351, 352 
and 353, if that is acceptable to the 
House.

Mr. Chairman:  Is the hon. Minister
talking of amendments in respect of 
clause 197?

Shri C. D. Deshmukh:  Yes; I am
talking of clause 197  dealing  with 
remunersftion.  I say that this may be 
postponed.

Next. I come to the  accuracy  of 
flgurels, which  was raised by  the 
hon. Member opposite.  There is an 
error in what I saM.  I said that this 
percentage of 27 occurs in the Reserve 
Bank Bulletin.  There was a state
ment' that  I had distributed.  The 
Bulletin was not before me.  Nor was 
it necessary to distribute it.  If hon. 
Members will refer t6 the statement 
that I had circulated,—Financial parti
culars  relating to managing agencies 
that  managed  17,020 companies in 
Indjjî in 1951-52—against  serial No. 
8.  I have given  the figure,  profit 
earned, Rs. 38 crores.  That, as far 
as  I can  make out from the figures 
which were collected specifically for 
the  Joint  Committee,  corresponds 
more  or less to what our net profits 
would be as defined under this Act, 
although  I have not been able  to

analyse the figures in detail, because, 
they are answers to a questionnaire 
posed  to  a  large number  of com- 
paniesi  and  unless  one  analyses 
the  actual  figures,  one cannot  be 
sure.  But, it seems to me that tnis 
hgure represents what we would now 
regard' as net  profits under the Act 
Then,  against serial No. 10 are given 
3 figures;  office  allowances Rs.  3 
crores, commission  on  net  profits 
Rs. 6 7  crores and  commission  on 
sales Rs, -7 crores.  That makes  a 
total  of  Rs. 10-4 crores.  If  hon. 
Members will do a little arithmetteal 
exercise in their heads, and  divide 
10-4 by 38, probably they will  get 
the  figure of 27.  Somehow,  I got 
confused between this figure and the 
figure in the Reserve Bank Bulletin. 
Obviously,  as hen.  Members have 
pointed out, the figure in the Reserve 
Bank Bulletin is here for all to see. 
It  is not only given in the body  in 
para 6 as Shri Morarka polfated out, 
but also in the foot-note.  Though it 
has  gone to 15 per cent, in 1952 as 
Shri Morarka pointed out, it was 20 
or something in certain  industries. 
I  dare affirm that the main  point 
that » I made still stands.  That  Is 
to  say, if this figure of 27 per cent, 
is correct,  irt; may be  16 to 20  per 
cent:  this is actual̂ paid.

Shri Asoka Mehta: Average for all 
the companies actually xaid is 14.

Shri C. D. Deshmukh: It was 16 in
1952.

Shri A;9oka Mehlia: 14 is the average
for 3 years.

Shii C. D. Deshmukh:  I  am  not
::aying average for 3 years.  I  have 
given all the figures.  There  cannot 
be  any  dispute  about the  actual 
figures.  They are before the  hon. 
Members.  It was as  high as 16  In 
1952 and 20 in certain industries. On 
an average, for 17,020 companies in 
1951  it was  27.  Therefore, I  am 
a*’serting that the point that I made 
ĉii: stands although I am guilty of
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a  minor error of inaccuracy in refer
ring to the Reserve  Bank  Bulletin 
ittistead of the  statement which  I 
circulated to hon. Members.

Shri Bogawat:  In calculating  the
percentage  wiU  that  be  correct? 
Take item 10.  The total profit will 
be Rs. 48:4  crores.  That  is  the 
method.  Out of that, we give remu
neration  and commissiton.

Shri C. D. Deshmnkh:  It  is  not
dear whether  this profit  includes 
managing agency  remuneration  or 
not.  I cannot say.  It is possible and 
the hon. Member may choose to cal
culate that  way whifch may come to 
24 per cent.

Shri Bogawat: That is what I said.

Shri C. D. Deshmnkh:  What I say
is.  whether it is 27 or 22 or 16,  or 
taking the average 14, a comparable 
figure, that is the average of actual 
payments made would,  in my judg
ment, be: about 8 per cent.  There
fore,  thib point is substantially cor
rect that we have made a pronounced 
reduction in the remuneration  pay
able to managing agents.  That is as 
regards facts and figures.

Shri C. C.xShah: On a point of in̂ 
formation,  the Reserve Bank figures 
are for  1950-1951 and  1952.  After 
deducting the managtog agents* remu
neration,  the total for 3 years, net 
profits, would come to Ra, 201 crores, 
which means, on an average Rs.  67 
crores for one year.  That is for 746 
companies.  I am afraid, in Rs.  38 
crores for 1720 companies as against 
Rs. 67 crores for 746 companies, pro
bably there seems to be an error.

Shri K. K. Basn:  You are always
insisting that in most cases it would 
come to 8 per cent.  On what basis 
are you coming to this calculation?

GQiri C. IX Deshmnkh: I say, if 10 
is the ceiling, certain companies will 
not go up to  the ceiling. We  know 
that certain companites pay only 7* 
oer cent.  Others  may pay 5  per

cent.  The actual average cannot be
10.  rt must be tomething lower than
10.  It is anybody’s guess as to what
it can be \

• \

Shri K. K. Basn: If the Reserve
Bank figures are correct, only in the 
case of iron and steel, it is less than 
10 per cent.  In the rest of the itadus- 
tries,  woollen,  silk, cotton textiles, 
etc., if you take the bulk of the indus
tries,  it  may go up.  In iron  and 
steel,  there may be 2 or 3 factories; 
in cement,  it may be a handful.  If 
you  deduct the  proportion of  the 
factories that would have  a  remu
neration of less than 10 per cent., you 
cannot assert that way.  If it is- the 
total,  it is possible.  Tatas, as you 
said, has a capoftal-at-charge  which 
is RKxre than that  of  many  cotton 
mills  taken  together.  Taking  the 
overaU position, the number of con
cerns which have a managing agency 
remuneration  of  more than 10 per 
cent, will be higher, if these figures 
are correct,

Shri C. D. Deshmnkh:  This does
not depend on the number of com
panies.  It  depends on the  capital. 
You may have  a larger number  of 
small companies getting more than 10 
per cent  Big companies  like  the 
Tatas take 7J per cent, or 5 per cent.
I  cannot reconcile this.  ^

Mr. Chairman:  If the capital  is
more, the percentage of profits being 
equal, the profits willl obviously  be

Shri C. D. Deshmnkh:  It is quite
*̂osisible that some  very big  com
panies are included in the statement 
which was  prepared for the  Joint 
Committee.  They are  not included 
in the Reserve Bank Bulletin,  The 
Reserve Bank Bulletin  says  in  the 
begiiming that the coverage is not a 
complete one.  Somewhere they  say 
in the first para that they have  ac- 
rDunted fbr a total paid up capital 
of  343 which is about two-thirds of
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530 pujalic limited companies  in  the 
sectors covered.  Whiclv of these are 
excluded, I cannot say.  Therefore, I 
am not in a position to answer the 
poser put forward by the hon. Mem
ber behind. I am only concerned with 
my calculation of percentage.

Next,  1  am  asking the House to 
accept  the  general  argument  that 
there is a significant reduction in the 
scale of  remuneration payable to  a 
managing agent, not even considering 
what we have done in regard to crfttce 
expenses or in regard  to restrictions 
on paying selling agents commission 
and various other things. U all that 
is  taken into account, I still maintain 
that what we are bringing about is  a 
significant reduction in the remimera- 
tion on payable to managing agents.

1 should like to finish some  more 
facts before I  go to the  arguments. 
Some reference was made to the com
mission payable to the companies  in 
the U. K. Imperial Chemical  Indus
tries;  profits before tax, £40 million, 
directors* remimeration as a percen-" 
tage  of profits  before tax is  1 per 
cent. One per cent, of £40 million can 
be  a substantial figure.  Unilevers: 
profits before tax £35 million; direc
tors*  remuneration comes to *60 per 
cent.  Imperial Tobacco;  I have  got 
figures for 1951 and 1952. I am taking 
the figure for 1951 in both the  cases 
just for illustration.  Imperial Tobac
co: profits before tax £23.73 million, 
and the  percentage is  122.  Courf- 
aulds;  profits  before  tax  £19-20 
million and  directors’  remuneration 
as  persentage of profits before tax is
0 83.  Then, take Triplex Safety Glass 
—you come to the smaller companies 
—̂profits  before tax:  £274,000  and
the directors’  remuneration as  per
centage  is  12-04.  Reeves;  profits 
before tax £154,000—the ptercentage 
. is 14; 29. For another company with a 
similar order of profits, the percentage 
is 12-99.  There is Clyde Paper, for 
which £134,000  is the  profit.  The 
percentage  of remuneration is 18-66. 
So, you get all kinds of figures, and 
that,  I think, illustrates the difficulty

of  tT3̂ to  deal too  meticulously 
with this  problem.  There are  two 
ways of dealing with it. One is on a 

purely doctrmaire plane.

Shri T. S. A. Chettiar  (Tinipiwr): 
May I ask  a question?  Does  this 
difference in  percentage  differ from 
industry to industry, or is  it purely 
dependant upon the bigness or smallr 
ness of the capital of the company?

Shri C. D. Deslimnkb:  I  should
imagine that it is because of the size 
of the capital, because in  the lower 
column I have got all kinds of things 
—Triplex Safety Glass, Reeves, Allen 
d̂ Hansbury, Platers and Stampers, 
Huntley and Palmers etc.,—all kinds 
of industries.

I was saying one can deal with these 
matters  from  various angles, as  I 
said  from the, doctrinaire point  of 
view or from the point of view which 
was  put forward by Shri Gurupada- 
swamy  or the point of view which is 
in the minds of other people.  What 
kind of reduction are we making?  In 
regard to the first, that is to say doc
trinaire grounds,  again I find myself 
unable to speak the same language as 
hon.  Members  opposite when  they 
say Rs. 20,000 Js now enough for any
body,  Rs. 30,000 is enough for every
body for a year,  and 6 per cent,  is 
ample and so on and so forth. I think 
the exhibit a complete indifference  to 
what is  happening in  the  business 
world. Now, from that they will go on 
to say:  “We do not care very much
what happens in the business world", 
because that  is also  their point  of 
view. They are not for evolution, but 
for revolution.  In other words, they 
hate  all this business which is  the 
world of private capital  and business 
and so on,  and  they do not  really 
care what happens to it, and anything 
that hastens its violent destruction  is 
welcome to them.  I see that they are 
careful on  these occasions to forget 
what is paid to top managing directors 
in  countries  like  U.S.S.R. or  any 
countries in  Eastern Europe  Which 
have  a similar form of Government, 
as Poland,  Hungary and  ao on.  I
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hae not got the figures at hand, but 
I  remember to hae read—and it will 
be lor them to conduct  a  research 
in these matters—that ussian manag
ing  directors who were employed  at 
one time in Hungary and oland and 
so  on drew salaries of 10,000. 12,000 
and 15,000 roubles per month.

Star . . asu  ut you are mis
taen  on one point.  en today  in 
the Soiet Union a technician or  a 
manager  may get  6,000  or  8,000 
roubles, but  the minimum  that  a 
worer gets is 1,000 roubles.  It de
pends on the proportion.

Shri C. . eshmnh  I am aware 
that the wages  of the labourers  are 
perhaps 800 to 1,000 roubles.

Shri . . asu Under the Consti
tution,  a Supreme Court udge gets 
only s. 4,000 and a Hih Court udge 
s. 3,500  whereas in a  company  a 
priate  indiidual gets s. 6,000 or 
s. 7.000.  There must be some under
standing.

Shri C. . eshmnh  What  I am
saying is that  after eerything  has 
been said  15,000  roubles is  15,000 
roubles.  And secondly, hon. embers 
were also careful enough not to mae 
any  mention of  what lawyers  and 
doctors in the top classes  are able to 
draw. It was suggested that we should 
not  mae a law for managing direc
tors  and  managing  agents  what 
would they do If they are prohibited 
from earning this money, they cannot 
go  an3Twhere else.. I should say the 
same thing would hold of doctors and 
lawyers.  After aU, we are among the 
disadantageous class, we inisters.

Shri . . asn Not at all.

Shri C. . eshmnh I manage  a 
national economy  which nms  into 
s. 2,000 crores, shall we say, includ
ing  capital  ependiture and arious 
other things and State  oernment 
budgets and loans  and so on.  Now, 
the percentage of my pay on what  I 
monafle Is an inflnitely small one.

r. Chairman  et us tae  the 
entire  management.

Shri C. . eshmnh I am one of
the co-managers.  en so, I thin we 
should mae a ery good showing.

And  here  incidentally,  I  might 
answer the uestion in regard to Sin- 
dri.  We hae that adantage in the 
public sector.  In Siiidri I thin it will 
come to less than one i>er cent., as far 
as  I can see.  The profits of Sindri 
are going to be about s. 1 crore.  I 
understand, and the ependi ure is 
say about s.̂ 60,000 or s. 70,000 or 
about s. 1 lah.  I thin  including 
allowances  and so  on, it  probably 
comes to about s. 1 lah. Therefore, 
it is undoubtedly true that if you had 
some ind of uniform system, we can 
do something with this, but I say that 
it  is not only by company  law that 
we shall be able to regulate earnings 
in  the priate world, that is to say 
in  the priate sector.  It may be for 
some reformer or some  oernment 
with some reforming eal to  attac 
this uestion.  We in the public sector 
hae  a great deal of S3mnpathy for It. 
not because we  are imderpaid,  but 
because.........

Shri , . asn Are you sure.

Shri C. . eshmnh ....We are not 
able to draw the talent that is drawn 
by  the higher  glittering reward  in 
priate employment.  We are nibbling 
at  that particular problem.  There is 
a proision in the aning Companies 
Act where the remuneration  of the 
managing director is  subject to  the 
approal of the esere an, althoujfh 
it  has been crnstrued  in a  parti
cular  way, that is to say it has only 
to  compare with other such  remu
nerations i the baning world which 
themseles are a bit high now.  We 
may  go another step in iew of the 
obserations made by ustice ajen- 
dragadar.  We might  do something 
there.  Similarly here also ths is our 
first attempt, so to spea,  to ind*tate 
our  Inclinations rather than to mae 
an attempt to arrange eerything for
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the shareholder.  And that would be 
my principal answer to hon. Members 
who say that we should have a sliding 
scale and so on.  We are not arrang
ing  matters for the shareholders, but 
we are indicatmg certain broad Limits.

The second point  1 would like  to 
make is  that these limits  are only 
ceilings,  and the shareholder may be 
trusted—and  if the  shareholder  is 
not trusted,  then the * shareholders’ 
associatxton  may  be trusted—̂not  to 
allow these ceilings to increase merely 
because  we  have put  the  ceiling, 
because the ceilings  are lower  than 
what they are under the present Act. 
The present Act aUows of many ways 
by which remuneration can be increâ 
ed.  That is obvious because they are 
getting 16, 20 and 27 per cent, if these 
figures are  correct.  Therefore,  the 
point I  make is this.  In  mining—I 
do  not know, I  cannot  vouch  for 
the correctness of these  figures—you 
are supposed to get 1-2 jper cent. only. 
I  do not see any reason why the exis
tence of clauses 197, 347 and 351 should 
influence the shareholders to go ber- 
.*;erk  so to speak,  and suddenly  in
crease 1-2 to  10 per  cent.  Because, 
when there is no limit of 10 per cent, 
and  when, shall we say, the average 
is  15 per cent, they are content with 
1*2.  What logical inference  should 
we draw?  When 14 is reduced—with
out  entering  into the  controversy 
whether it is 10 or 8—̂ why should the 
sharehrlders of the mining  company 
suddenly feel  impelled to  raise 1;.2, 
which would be a larger  percentage 
on 10 than on 14?  If they are satisfied 
with 1:2 on  14, surely  they wifll  be 
satisfied  with 1*2 on  10.  And  the 
same answer obtains in regard to the 
processing industry, cement etc.  My 
answer is these things will  remain 
where they are.  If they are in excess 
anywhere of 10 per cent., then  they 
must toe the line and come within the 
10  per cent.

Now, the other provision is in regard 
to  that Rs. 50.000.  Fifty thousand 
also is  a maximum for a  minimum. 
In  other words, there is  a provision 
that Hi case the application  of these

percentages to the current profit does 
not yield a figure  which is the mini
mum  figure  which  the  managing 
director or the management have in 
mind,  then  they say:  “Well,  this
minimum should be paid to us”,  and 
all  that we say ite;  “Yes, you  can 
have an agreement of this kind, but 
that  minimum  must  not  exceed 
Rs. 50,000 in a year in which  other
wise it will yield something less than 
Rs. 50,000 or  there is no loss.”  Of 
course in the latter case you cannot 
apply any  percentage, because  any 
percentage on zero would yield only 
zero.  Therefore, it is in those circum
stances  that the minimum applies. As 
regards the fear expressed by the last 
speaker that merely beacuse we have 
this  clause, we will have a riot  of 
bureaucratic  wrong  decisions,  and 
everyone will be  encouraged to ra%e 
the remuneration  paid to  managing 
directors,  I say that that is fallacious 
reasoning;  it will do nothing of that 
kind. The reason why we are suggest
ing this amendment ite that we know, 
or we havie been told, after the Joint 
Committtee had jwesented....

Shri Slnhasan Singh: Have you fixed 
any minimum which will be deemed 
to be an inadequate profit, because the 
word ‘inadequate’ is so vague?

Shri C. D. Deshmukh:  The  hon.
Member has not followed me. I  say, 
that supposing you have a  minimum 
of Rs. 20,000, or you have a minimum 
in mind, then the profit is inadequate, 
when multipiied by ten per cent,  or 
whatever percentage agreed that mini
mum  is not yielded.  In other words, 
if  I have Rs. 20,000 in mind, and if 
I  find that by applying the percen
tage,  shall we say ten per cent.,  to 
the net profit, it’is less than Rs. 20,000, 
then my stipulation to the company 
is that I shall  be  uaid  Rs.  20,000. 
And the law says,  we will agree that 
you shall get that Rs. 20,000 so long 
as  it is Rs. 20,000  and not a  sum 

over Rs. 50,000.

Now, the object of the amendment 
is to deal  only  with monthly  pay
ments.  It is not concerned wi«h ma
naging  agency  payments,  because
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managing agents have been  content 
with their Rs. 50,000 even under the 
present Act, as a minimum, in a year 
in  which there are inadequate profits 
or there is a loss or  there are  no 
profits;  they  have  been  receiving 
Rs. 50,000  and they are content be
cause they know that ifn. another year, 
the application of a percentage might 
give  them  much more  than  that 
Rs. 50,000.  Therefore, they can make 
up in a good year  what they have 
lost in a bad year, and they can wait. 
But that is not the case with salaried 
employees.

Take the case of a company where 
there are no managitng agents at all. 
Take a company where there are two 
managing directors, each on Rs. 4,200 
or Rs. 4,400 a month,  a big company 
with  a capital of Rs. 1 crore or Rs. 2 
crores and so on.  All we are saying 
is  that the moment we come across 
such a company, and it is represent
ed  to us ‘that the  fixed salary  of 
these two managing directors amoimts 
to  more than Rs. 50,000, what shall 
we do in a year in which fortuitously 
there is a loss, or what shall we do in 
a  series of years in which there will 
be no profits, as for  instance, in  a 
new company.  It is only to deal with 
any such cases—and not with existing 
remunerations—and to permit existing 
bona  fide  salaried  pajanents,  i.e. 
monthly  payments, to continue  on 
their merits that we are taking these 
powers.  Therefore it cannot have any 
effect on shareholders who do not wish 
to give more than Rs. 50,000 at  all. 
Why should they  come to us?  They 
are expected to decide  these  things 
for  themselves.  The  minima  are 
usually either  matters of  contracts 
which are not made today—they were 
made perhaps seme years ago—or they 
may be matters of manâng agency 
agreement.  Those  people  will  not 
come to us.  In any case, there is no 
intention  to  allow  this  particular 
clause or the power to exempt so  to 
ôperate  as to increase the remunera
tion paid to managitig agents, which 
shall  continue to be Rs, 50,000 in the 
circumstances mentioned. ‘

A case has  been put to me  that 
there may be a managing agent, and 
there may be a manager on salary. In 
that case, 1 would ask the managing 
agent, who is in charge of this com
pany,  is it the manager who is  ib 
charge;—because he must satisfy the 
definition of 'manager* as given here 
—i.e. in substantial charge of the af
fairs of the company. Either he is or he is 
not, in which case, clause 197 does not 
apply to this salary at all; you may 
call him a manager, you may call him a 
technical expert, or you may call him 
a  chief  engineer as  in  the  steel 
works,  but clause 197 will not apply 
to him.  Qause 197 is not Intended to 
K govern the salaries of all oflflciials. It 
is  only concerned with  management 
expenses.  And we say that unless It 
is  shown that this is the top manage
ment which is in charge substantively 
of the affairs  of the  company,  we 
shall not consider any case.  I am not 
aware whether there is any such case 
where  there  are managing  agents 
who will draw that Rs. 50,000, plus a 
manager on a salary.  In that case  I 
would say to the managing agent,  if 
you claim  that this  manager  also 
partakes of the character of top ma
nagement, then all you are entitled to 
is  Rs. 50,000, and no exception  will 
*be made  in your case, because other
wise  we shall be doing by the back
door what is prohibifted by clause 347 
or clause 351 or clause 352.  That  is 
the conception which we have.

Then, certain hon. Members  have 
said that we ought to lay down  the 
principles on which we are going  to 
act.  Now, that is  very difficult  be
cause all we have been told of is hard 
cases.  Unless we examitie those hard 
cases on merits and  give our  deci
sions, it will not be possible  for  us 
to deduce any principles.  It is only 
after we build a  body of case  laws 
that we shall be able to say that this 
exemption  will be  given in certain 
companies, in certain interests or cer
tain national interests, as for instance, 
new/ companies which are coming  to 
start new industrites here, or existing 
companies  which  have  otheiwise 
served the country well, or whatever
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it may be it will be only then that 
we shall be able to redue a body o 
priniples.  And I annot see any way 
out o trustin overnment in so ar 
as the administration o the ompany 
law is onerned.

Shri K. K. asu et us tae the 
example whih you have ust iven.
I the manain aent is there, and 
there is also a manaer, is it the 
statement  made  by  the manain 
aney only whih will be taen into 
onsideration, or  will  overnment 
also loo  into the matter and see 
exatly what is the state b aairs in 
that partiular ompany

Shri C. D. Deshmuh That is riht. 
I I ind that that manaer is reaUy 
part o the  manain  aent, then 
this is the  very ontineny that we 
wish to avoid.  It is this  very  ir
umvention that  we want to avoid, 
both in reard to the s. 50,000 and in 
reard to the ten or eleven per ent.— 
there is not very muh dierene bet
ween the two.  We do not wish  a 
situation to develop where a mana
in aent would draw all his ommis
sion, and in addition he would have 
somebody who is either an assoiate 
or a relative or a riend and I annot 
a ept the amendment in this sense 
beause it narrows down the area o 
possible irumvention they may be 
inenious enouh to ind other ways 
o irumventin this.  So, I say that 
in that ase, it should apply to the 
whole o the manaement, and what
ever it is, ten per ent, or s. 50,000 
wiU apply to them.  In other words, 
on the merits, we wiU irst try to de
ine  irstly, what is the top manae
ment o this ompany, seondly what 
is the  minimum  that is bein paid 
to them, and thirdly, i  that mini
mum is over s. 50,000, are there any 
ood reasons or  areein to  that— 
and we  will not  aree i it is a 
purely manain  aeny, that is to 
say, i I ind that the  manaer is 
part o the manain aeny.

The House will  remember  that 
what I had in mind was manain 
aeny houses whih are body or-, 

porates.........

Shri Sinhasan Sinh our inten
tion may be one thin, but the words 
in the lause are dierent.  The law 
ourts will interpret  only the words 
and not your ood intentions.

Shri C. D. Deshmuh That is  a 
very wise sayin, but then the hon. 
Member should ive  notie  o an 
amendment.  In that  ase,  the hon. 
Meml̂r should su est how the word
in ̂ hould be improved.  It ertainly 
is  a  platitude  to say that i the 
wordin o the law does not onorm 
to intentions, then the law ourts will 
o by the body o the law.  This is 
not a disovery. ut at  this stae, 
what do we do We iave to deal with 
atual  amendments.  And sine we 
are deerrin deision on lause 197, 
it is still open to the hon. Member to 
exerise his own  inenuity  in  the 
matter and tell us how this partiular 
thin an be  improved.  There is 
plenty o time.

Now, I shall ive you a ew ases. 
Tae the ase o Tatas—I do not lie 
to mention names  very  muh, but 
then Tatas name has been mentioned 
several  times.  Tata  Industries 
imited  is  a private ompany.  The 
paid up apital is s. 225 rores.  It 
is a manain aeny.  The number 
o diretors is 11 and the remunera
tion that they pay to their 11  dire
tors is about s. 8,15,000.  Their net 
proits or the year were s. 7,81,000, 
the net proits bein rom ompanies 
whih they  manaed.  Supposin it 
were to happen  that tiie  ompanies 
whih they manaed  all suered a 
loss—̂very improvable—̂but  assumin 
or the sae o illustration that they 
were only to et say, s. 7,000 or 
s. 6,000  whereas  they have  been 
now distributin s. 8,000, what is the 
proedure  Apart rom any soialis
ti theories that we may have, i we 
say, by and lare,  the diretors o 
Tatas are doin well by the ountry, 
they ertainly draw  a bi  pay but 
then they are payin a very  hih 
inome-tax and the net  pay is not 
very muh more than that o some
body else who draws, say, s. 5,000 or 
s. 6,000, in that ase we may say, 
•Well, you may be allowed to  draw 
on your reserves o the  manain
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agency firm in order  to be  able to 
continue the  payment  of  monthly 
salaries to your directors at the stipu
lated rate”.  I for one cannot  see 
what is wrong with this.  In a case 
like this, where we are  concerned 
with the managing agents themselves,
I  say  that we should  permit that 
managing agency company, although 
their own profits are inadequate,  in 
the sense in which that word is used 
both in the old Act and in the niew 
Bill—̂it is not a new word;  one  is 
‘inadequacy’ and the other is ‘inade
quate’; there is only a slight differ
ence—to draw the balance  out  of 
their reserves.  I  do  not  see  any 
reason why we should not allow Tatas 
to do so and tell them; ‘All right: 
Since you have stipulated to pay so 
much per director to your 11  direc- 
t6rs—I do not know how many com
panies they are managing; the num
ber may be 13 or 14—we will allow 
you to draw on your reserves, if you 
have reserves out of which you can 
pay.’  If they have no reserves, then 
there is nothing out of  which  they 
can pay.  We do  not allow them to 
draw more from the managed com
panies because that is strictly limited, 
and in such a year  that may  be 
Rs. 50,000 from some company, might 
be Rs. 15,000 or Rs. 7,000 from some 
other company.  But this is one situa
tion which we wanted to deal with.

A point was made that so far as 
new companies were concerned, there 
would be  innumera"ble  cases  that 
would come to Government I am not 
quite  sure  about  this  because 
Rs. 50,000 ought to be sufficient for a 
very large  nimiber  of companies. 
Suppose you have a company  with 
Rs. 20 lakhs capital and suppose the 
profit at 10 per cent, is Rs. 2 lakhs— 
this is  a reasonable  assumption- 
then the managing agency commission 
at 10 per cent.—correct me if I am 
wrong—̂ will be Rs. 20,000.

Shri Bansal: What about deprecia

tion and tax?

Shri C. D. DeshmBkh: I am assum
ing the net profit as defined; I am 
taking a simplified instance.

Again you find from this that on a 
paid up capital of Rs. 2:5 crores the 
net profit is Rs. 38 lakhs and out of 
it if you  deduct  depreciation  etc. 
you may come to the figure of 10 or 12 
per cent.  As I say, where there is a 
company with Rs. 20 lakhs  capital, 
you will have a net profit of Rs. 2 
lakhs.  So we say it is  not an un
reasonable assumption to make,  and 
you get Rs. 20,000.  So that there is 
no  question  of  exceeding  the 
Rs. 50,000.

Then take another case—of Rs. 50 
lakhs.  You will probably have Rs. 5 
lakhs there.  In that case, you will 
have Rs. 50,000.  In other words, you 
will require a company with a capital 
of Rs. 50 lakhs before" you come any
where with the range of the mischief 
of this particular restriction in clause 
197.  I do not know how many com
panies, out of 30,000, have a capital 
of more than Rs. 50 lakhs.  I asked 
for some figures of companies  with 
capital over Rs. 1 crore.  I have been 
given a small list here; that is  not 
exhaustive.  My expert advisors in a 
hurry were able to give me a list of 
about 11 companies.  May  be there 
are about 50  or  100 companies in 
which perhaps the capital would be 
of this order where they would have 
something to do with  this  clause. 
These are existing companies.  So far 
as new  companies are  concerned, 
may be that in a year you may have 
two or three of such big companies, 
and in that case I do not think it will 
be very difficult to deal with them; 
nor do I think there is any danger, 
whoever is in charge, of being carried 
away by these tales of woe.  After 
all, what are we trying to prevent? 
We are only trying to prevent—Shri 
G. D. Somani complained about that— 
circumvention of  these  limits.  We 
are not trying precisely how to work 
out a design or pattern of remunera
tion for the shareholders because as 
the Bhabha Committee has said wise
ly__it was suggested to them; it is
not a new idea. I mean the idea which 
is embodied in Shri Bogwat’s amend-
• ment; it was an idea which was sub
mitted to the Committee, and  they
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considered  i#l—that  in  practice  it 
ivould prove  to be  complicated.  I 
agree with them and would add this 
further reason, that we are not try
ing  to do everything for  ĥe share
holders.  It is true that we are going 
much farther than the old law did in 
order  to  protect  their  interests. 
Nevertheless, we -are not managing 
those public companies  or the  other 
companies which we want to regulate 
by this Act.  We are still trying  to 
regulate, and  in our opinion  it  is 
sufficient if we have these broad limits 
which will be an indication, as  Shri 
G. D. Somani said, of our intention. He 
is  quite right when he said that  he 
'vvill be very much surprised if  any 
managing agent had the temerity  to 
come to us without really a cast-iron 
< ase  and  induce us to  get on  any 
fttmsy ground this  particular mini
mum  or thite outside limit raised in 
his favour.  I can assure the House— 
«nd it does not reaUy need any great 
assurance not only on my part but on 
the  part of anyone who is l̂ere, who 
is  liable to be called upon lo explain 
his  conduct  by  Parliament—that 
there  is no fear which need be enter
tained that  weak cases will get by. 
We shall,  I think, attain the object 
of only relaxing it in favour of com
panies in the case of wliich on merits, 
almost everyone will agree with me, 
we should relax  That is, briefly, our 
<*ase, in regard to this provision.

There were certain other points that 
■were raided in regard to statistics and 
so on, but in view of the  arguments 
that  I have taken, it  is really a mat
ter  of no great moment. For instance, 
1  heard that Shri Asoka  Mehta did 
not like the remark that he did not 
quite know what the commissions in 
the USA or UK or Canada were.  He 
said he had the full facts before him.
I cahnot claim that i have full facts.

Shri Asoka Mehta:  I  never  Said
that.  I never claimed that I had the 
lull faclis.

Shri C. D. Dcshmukh:  I am sorry.
Somebody told me.  He has a certain 
amount of facts.

Shri S. S. More (Sholapur): Was it 
Shri M. C. Shah?

An Hon. Member; Badly briefed.

Shri Asoka Mehta i  He does  not 
fare to read my .speech.

Shri C. D. Deshmufch:  I  do care,
but I have not got the time.  I  had 
I»ints from the speech, but some one 
just told me so.  Anyway, the  hon. 
Member does not join issue with me.
I  made the statement the other day 
that  it ife not true that that it is  all 
at  one per cent, or half per cent,  or
2  per cent.  There are cases  where 
it is 12 per cent., 16 per cent, or 15 
per cent.  But these analogies do not 
carry you very far.  They just  ?ive 
you an idea of the order of the pro
blem,  so to speak.  It is not 30 per 
cent,  or  *5 per cent; it is something 
between 8 and 15 per cent.—10  per 
cent., judging from the figures that I 
read.  But after consideratifon of  all 
that,  one must  decide one’s  own 
affairs, with reference to one’s  own 
circumstances.  That is why  I have' 
concentrated more on dealing with the 
circuntetances in our country rather 
than on giving  too many figures in 
regard to other countries.

There was some small point about 
expenses which I dealt with inciden
tally. As far as I can make out, this 
won’t touch the question of expenses; 
neither is there any  amendment  to 
the effect that clause 197 should put 
a  limJt of 11 oer cent, on remunera
tion plus expenses: nor does clause 
347, 351 or 352  do any such  thing. 
‘Expenses’ seems to be a very  inno
cuous provision and a  just provision 
that  the  board of  directory  might 
repay or reimburse to  the managing 
agents what they prove to have spent 
on  behalf  of  the  company.  Now, 
everything can be misused if the board 
of  directors  can be  misled by  the 
managing agents.  In that case, there 
are the auditors, there are the share
holders and so on and so forth.  So  I 
do not  think that that is a very im
portant point.

There wa.̂ another point raised  by 
Shri Tulsidas.  He feared that interest 
would be included in  clause 197  or 
in both clauses 197 and 347, because
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the words are ‘monthly remuneration’ 
in clause 197 although in cl̂iuse 347 
the words are ‘in ̂respect of services 
rendered as makiaging agent or in any 
other capacity’.  It may be that  the 
hon. Member thinks that the phrase 
m̂onthly remuneration’  is a trur.eat- 
ed  phrase whereas in clause 347,  it 
is  a somewhat elongated phrase. All 
I  can say is that whatever  it  may 
be, interest payments would not pos
sibly be included in remuneration.

Shrl Tulsidas: Then why not accept 
my amendment?

Shu C. D. Desbmakh: Therefore,  I 
am advised that ift is not necessary to 
accent the  amendment that he  has 
Suggested because the position is fair
ly  clear,

4 F.M.

Then  there  was  Shri  Bansal’s 
amendment.  We are not dealing with 
that amendment today.  I should like 
to tell him that in principle I accept 
his  amendment.  We shall try to i«n- 
prove the language; with our amend
ment; we shall try to work out  his 
amendment.  I won’t p:ive the text of 
it  because there Is ample time if the 
House agrees not to vote upon it now.

There should be correspondence be
tween the  substantial portion of the 
clause and the proviso that we are in
troducing.  So, our amendment shall 
incorporate Shri Bansal’s amendment,

[Mr. Deputy-Speakeit in the Chair]

I come now to the small points be
cause I think  I have dealt with the 
others and if there is anything left  I 
shall have  another  opportunity  of 
covering the same ground when  we 
come to clause 347,  clause 351  and 
clause 352.

Then with regard to the  tax-free 
payments.  Shri Tulsidas asked why 
we  are prohibiting tax-free payments 
to officials apart from the  directors. 
He pointed out that so far as the U.K. 
was concerned  it was only  confined 
to payment to directors.  But, it seems 
to ihe that the principle is just  the

same.  Here is what the Cohen Conv 
mittee say in paragraph 88:

‘Tayment to Directors of fees 
and salaries tax-free: In our view 
the payment to  directors of fees 
or salaries tax-free should be pro
hibited.  The principal  objection 
to this practice is that it creates 
a class of persons who gain from 
any increase in  taxation.  If the 
remuneration were free of surtax 
it would be still more objection
able. It would be difficult for the 
shareholder even if he were able 
to obtain information  as to  the 
amount of  tax-free payment  to 
estimate the total amount of re
muneration before payment of tax 
as the amount of tax payable by 
the individual director but in falct 
borne by the company would vary 
according to the  total income of 
the director.”

Obviously, that logic applies to any 
other official  and the  shareholders 
should not be set  this very  difficult 
arithmetical problem of finding out 
what the gross pay is of which the net 
pay free of tax is paid  to  a  large 
number of employees.  It will not be 
possible for them to calculate  that. 
Even  we who  deal with  income-tax 
require  the expert assistance in order 
that  we may get the correct answer 
to this.  Therefore, it  seems to  me 
that  there is  no logical  difference 
between this applying to the directors 
and applying to the rest of the offl- 
rials  That, I think, is the position.

Shri Tulsidas: My point, as I said 
in  my speech, is that Government has 
employed people with tax-free  sala
ries.

Shri a D. Deshauikh:  I have not
finished with the hon. Member.  The 
Chief Engineer for the Russian factory 
is  supposed to have stipulated  that 
he  should get Rs. 4,000 tax-free.  He 
is necessary for  our purposes, what
ever our law says, and the law does 
not prohibit it.  As I just now men
tioned,  We have a little  d̂artment 
which  can calculate  the income-tax 
and since we ane the shareholders we 
efre not in the same weak position aa
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the  shareholders of other companies. 
In  other words, when we agree  to 
give Rs. 4,000 to that Chief Engineer, 
we know exactly what we are giving 
him in the way of gross salary. I can
not telJ  you  now; do  not ask  me. 
But, it will be possible for us to get 
the answer.  The point I am makihg is 
that  it is not possible for the ordi
nary  shareholder.  Therefore,  there 
is  no  violation  of principle  here. 
Neither is there any  discrimination. 
It  is question of what is equitable so 
far as the shareholder is concerned. 
Is  it fair to cast  that burden on the 
£hareholder,  a burden which  Gov
ernment can carry?

Mr. Deputy-Speaker:  Even  here,
most hon. Members do not know what 
Rs. 4,000 free of income-tax is.

Shri C. D. Deshmukh: They may not 
be able  to say.  But the Public Ac
counts  Committee may probably know 
a little more. They get a few instances 
that  are shown up to them.  That is 
all  that has to be said about  these 
tax-free salaries.  He referred to per
quisites so far as technicians are con
cerned.
Then there is the question of dis
crimination.

Sliii Tulsidas; Even in  regard  to 
others.

Shri C. D. Deshmukh: Anyway the 
answer is that if there is any? I am 
not aware of  any clause permitting 
tax-free salaries.

Shri Tulsidas:  Today  a  private
partnerehii? firm can employ a person 
with tax-free salary.

Shri C. D. Deshmukh: I say that in 
future  if any  foreign techniciaA  is 
brought, he may be employed tax-free 
but no other official.

Shri K. K. Basu: A foreign company 
can  appoint tax-free officials.

Mr. Depnty-Speaker;  He says that 
a  partnership!, a prîvate company and
0 foreign company can appoint a per
son with tax-free salary; whereas the 
public company  alone is  prohibited. 
Why should it be so?

Shri C. D. Deshmukh: We are trying 
to  safeguard the public company. We

are  not  trjring  to  safeguard  the 
foreign company nor are we safeguard
ing  the private  company.  In  any 
case, that matter can be looked into. 
Two wrongs do not make  one right. 
Even if that  is wrong one might  be 
able  to review that matter.

Then there was a point in regard 
to  tax-free  dividends.  I  tuyj  dealt 
with it in my reply and I have a long 
note here also which i refrained frzm 
reading on the  last occasion.  But  I 
have already exceeded  my time.  It 
comes to this.  If the company pays in 
advance on behalf of the shareholder 
then if  he is a shareholder who gets 
a  refund he gets the whole  refund; 
otherwise he may get a smaller refund. 
But  there is  no  specific  payment 
made than except on behalf  of  the 
shareholder.  It is only a way of re
covering income-tax and, as I explaM- 
ed  the other day, the expression in
come-tax free’  is a misnomer in that 
connection.

Shri C,  C.  Shah:  There  is  no
benefit.

Shri C. D. Deshmukh: There is no 
benefit.

Then I should refer to Shri Tripatfa/s 
amendment.  I think it is a  miscon
ceived  thing,  that is to say, to deal 
with questions of  fair wages,  living 
wage  and the minimum wage and so 
on.  I think it is a very strange idea 
that you must pay for your manage- 
maat only  as .you are  able to pay a 
different kind of men. There are other 
means  by which you can secure that 
workmen are paid a fair minimum. In 
other woxids, these things ought to be 
decided on other grounds  and  not 
only  on the groxmd that this payment 
jfs  coupled with a scheme of payment 
to  the management.  I think,  from 
the  point of view of labour itself,  it 
would be unfair.  I should say that if 
it is  a decision to ensure that mini
mum wages are paid, they should  be 
paid irrespective of what the manage
ment  is paid and if the management 
cannot afford to pay then they should 
not run the business.  You can sectire 
minimum wage or  living wage under 
the  labour laws.  Therefore, I think, 
the amendment is misconceived and 1
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am not able to accept een the  prin
ciple  o itt.

Then there was the uestion o se
curing  economic i>oliey.  This  is  a 
broad issue and we shall  come to  it 
when we come to the  clauses which 
limit  the  nun r o companies  o 
which one may be a ditrector or  the 
number o companies which a manag
ing agent should hae. I do not think 
I  shall take the time o the House by 
treading on that ground here.

I think I hae dealt with most  o 
the  important points raised by  the 
hon. Members  but, i they ind that 
any  important  poiht has not  een 
answered by  me, i they will remind 
me,  I shall try to answer it.  As ar 
as I can see, I hae done ith them. 
I hae coered the whole ground.

Mr. eputySpeaker  et me put
the amendments and clauses to ote. 
I  will go on clause by clause and  i 
any hon. Member wants any  amend
ment t> be put to ote. I will do so.

  Clause 197 is postponed.

Clause 198.

t Shri . . asn I want amendment 
No. 650 to be put to ote.

Mr. epnty-Speaker  The uestion
is

age 99, line 14—

or nwo years substitute  one 
year.  

The motion was negatied.

Mr. eputy-Speaker  The uestion

That clause U)8 stand part o 
the ill.

Tlie motionn was adopted.

Clause 198 was added to the ill.

Mr eputy-Speaker Clause 199*

Shri Tulsidas  I want my  amend
ments Nos. 202, 203 and 204 to be put.

Shri . . asu  Also my amend-
»ent No. 061.

is

Mr. epuly-Speer The uestion

age 99—

(i) line 18—

or oicer or employee siibsti- . 
tute director.

(ii) lines 18 and 19—

or whether in his capacity as 
such  or  otherwise substitute 
in his capacity as director.

The motion was negatied.

,  Mr. eputy-Speaker The uestion
is

age 99, Une 28—

or oicer or employee substi
tute director.

The motion was negatied.

Mr. eputy-Speaker  The uestion
is

age 99, line 29— 

omit any. 

The motion was negatied.

Mr. eputy-Speaker  The uestion
is

age 99, lines 30 to 35—

or such proision shall hae 
eect during the  residue o  the 
term or which he is entitled  to 
hold such oice at such commence
ment. as it it proided instead or 
the payment o a gross sum subect 
to the tax in uestion, which, ater 
deducting such tax, would  yield 
the net sum actually speciied in 
such proision. substitute **sudi 
proisions shall be oid.

The motion was negatied.
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Mr. Deputy-Speaker:  The  other
amendments, I take it, are not press
ed

The question is;

“That clause 199 stand part c-f 
the BiU/’

The motion was adopted.

Clause 199 was added to the Bill 

Mr. Depnty-Speaker:  The question
is;

“That clause 200  stand oart of 
the Bai.”

The motion was adopted.

ClaiLse 200 was added to the Bill

Mr. Deputy-Speaker:  New  clause
200A.  There is  amendment  No. 606 
of Shri Sadhan Gupta.

The question is:

Page 100—

after line 13, insert:

“200A. Prohibition .of manage
ment  of company  by  tax-era- 
ders—(1) No person who has been 
found guMy by any court or tri
bunal of evadinj; any tax payable 
by him shall take any part in the 
promotion, formation or manage
ment of any firm»  company,  or 
other body corporate.

(2)  Any person on being found 
guilty as aforesaid shall forthwith 
vnate any oflQce that  he may be 
holding which is concerned  with 
promotilon, 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 ac
count of any technical defect in its 
constitution or composition.”

The motion was negatlced.

11714

Mr. Deputy-Speaker:  So, there will
be no new clause added. The question

“That clauses 201 and 202 stand 
part of the BiU.”

The motion was adopted.

Clauses 201 and 202 were added 
to Ihe Bill

Mr. Depttty>Speaker:  Clause  203.
Amendments Nos. 307 and 308 moved 
by Government are there.

The question is:

Page 102—

21, substitute thefor lines 12  to 
following;

“(i) unless the firm or body cor
porate  aforesaid is  already  the 
managing agent or secretaries"'and 
treasurers of the company; or

(ii)  unless a partner ih the firm 
aforesaid or a director or member 
of the body corporate aforesaid,, 
being a  private company,  or  a 
director  of  the  body  coiporate 
aforesaid, not being a private com
pany,  is already  the  managing 
agent of the company or a member 
of the firm director or member of 
the private company or director 
of the body corporate, not being 
a private  company  which firm, 
private company or body corpo
rate  is  already the  managing 
agent or the secretaries and trea
surers of the company.”

The motion tooi adapted.

Mr. Deputy-Speaker:  The  question
is: .

Page 102, sub-clause (5)— 

in lines 34 and 35, for sub-clause 5, 
substitute the lollowins sub-clause:

“(5) Any  office or  place in  a 
company shall be deemed to be an 
office or place of profit under the 
company, withki  the meaning  of 
this section, if the person  holding 
it obtains anything by way of re- 
muneratiop,  whether  as  salary, 
fees commission, perquisites, the
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right to occupy free of rent any 
premiî as a place of  residence, 
or otherwise.”

The motion was adopted.

Mr. Deputy-Speaker:  I take it that
the other amendments are not pressed.

The question is:

*‘That  clause 203, as  amended, 
stand part of the Bill.” '

The motion was adopted.

Clause 203, as amended*̂ was add
ed to the Bill.

Mr. Deputy-Speaker: Clause 204.

Shri M. S. Gmupadaswajny: Amend
ment No. 78 may be put to vote.

Mr. Depnty-Speaker.  The  question
is:

Page 103, lines 3 to 6—

after theomit all the words 
word “company*’*

The nKrSion was negatived.

Mr.  Depaty-Speaker:  The  other
amendment, I take it, is not preŝ. 
The question iS: *
‘That clause 204̂ stand part  of 

the Biftl.”

The motion was adopted.

Clause 204 was added to the Bill. 

Mr. Deputy-Speaker:  The  question

"That clauses 205 to 207 
part of the Bill.”

stand

The motion w€is adopted.

Clauses 205 to 207 were  added to 
>  the Bill.

Clauses 208 to 250.

Mr. Deputy-Speaker:  The  House
will now take up clauses 208  to 250. 
The time allotted ig three-quarters of 
an hour.

Shri M. C. Shah: It is an hour and 
a  quarter.  Three-quarters of an hour 

added to the first group and  an

hour and a quarter was allotted  for 
this group. That was agreed to alreaĉ.

Shri S. V. Ramaswamy (Salem): On 
this batch of clauses..........

Mr. Deputy-Speaker: I have not yet 
finished.

Shri Altekar: Let us sit for half an 
hour more.

Mr. Deputy-Speaker: At five o’clock 
we have got an half-hour  discûiion. 
Are hon. Members willing to  sit half 
an hour longei?.

Shri K. K, Basu: This half-hour dis
cussion cannot be put off.

Mr. Depnty-Speaker:  Then we will
try and make up in other groups. Let 
us devote an hour and a quarter tor 
this group.  There are 45 minutes to
day.

Shri C. D. Deshmukh: 1 have tabled 
my amendments in regard to clauses 
208 to 239 and I think hon. Members 
\ have got their consolidated Ust  of 
amendments before them.  There is 
no important amendment here.  They 
are all either drafting improvements 
or clarificatory  or self-explanatoiT, 
and, therefore. I shall not trencn od 
this one hour and a quarter  which 
has been allotted for the discussion of 
this group by explaining these amend
ments, except by explaining to  Shri 
Sinhasan Singh that these things are 
inevitable in a Bill of this complexity 
and that the quest for perfection al
ways continues.

Mr. Deputy-Speaker:  Hon. Mem
bers who wish to move their amend
ments will kindly hand over the num
bers of their amendments at the Table 
and I will take note of them.

Shri S. Y. Ramaswamy:  In  thLs
group of clauses I shall confine myself 
to the Government amendment No. 310 
and my  own amendments  Nos. 463 
and 464.

Mr. Deputy-Speaker: A quarter of 
an hour will be taken up by the hon. 
Minister and we have got, therefore, 
one hour for the hon. Members, who 
can each have five to ten minutes.

♦In clause 203, line 11, the words “unless the firm or body corporate is 
already”, were omitted m patent error under the direction of the Speaker.
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Shri S. V. Bamaswamy:  I shaU try 
to be very brief.  The amendments re
late to clause 225, which deals  wuh 
the qualifications or disqualifications 
of auditors.  In the original Bill, the 
clâ e relating to this was 211  and 
there is in it a provision to the effect 
that a company may appoint a person 
as auditor with the approval of the 
Central Government  although he is 
not a chartered accountant or is  not 
in possession of similar qualifications 
but if he has adequate knowledge and 
experience in the mattet.  This  pro
vision has been dropped and instead of 
that, sub-clause (b) to clause (1) has 
been added, in which it is stated:

“or he is for the time  being 
authorised by the Central Govern
ment to be so appointed as having 
obtained similar qualifications out
side India.”

You will see that this  sub-clause 
does not relate to persons who  have 
similar qualifications  inside India. 
Api>arently this is based upon the re
commendation of the Company  Law 
Committee.  Amendment No. 310 of 
the Government seeks to restrict sub
clause (b) so that the only auditors 
who will be qualified under this clause 
will be the auditors coming under the 
Institute of Chartered  Accountants. 
The Report of the Company Law Com
mittee at page 127, in paragraph 172, 
states:

“The two basic qualifications of 
auditors, needed for the purposes 
of the comi>any law, are (a) that 
they should be professionally com
petent  and  (b)  that  in 
the  performance  of  their 
duties  they  should  show in
tegrity and independence of d̂g- 
mefit.  No law,  however, well- 
designed, can ensure these qualit
ies.  For, technical competence de
pends  upon training and  ex
perience while the moral l̂ibre 
of men depends on the  triif̂tions 
of their business, service or pro
fession, and their mental attitude 
towards such traditicwis.  On these 
points, therefore, section 144 of 
the present Companies Act, says 
little and rightly leaves them to

be dealt with by the profession it
self which has been recently  re
organised in ibis country on all- 
India  basis by the  Chartered 
Accountants Act, 1949.”

My humble submission is that  by 
this amendment Government seeks to 
create a monopoly as regards auditors 
so far as the company law is concern
ed.  I have got my objection to  this 
sort of monopoly.  Though the  moral 
calibre was referred to by the Com
pany Law Committee Report,  there 
have been unfortunately cases where 
persons highly connected with the In
stitute of Chartered Accountants have 
submitted wrong reports and they have, 
come up as far as tbe High Courts and 
in one case the Hi|̂  Court suspended 
a very leading member or officer of 
the Institute of Chartered Accountants 
for two years.  It was said there that 
they wanted to create a body of men 
of moral calibre but it hag not come 
up to the expectations  raised when 
that Bill was passed.  I understand 
that the Chartered Accountants num
ber near about 2700 in this country. 
There are about 30,000  companies 
with a capital of Rs. 900 crores. Under 
the Second Five Year Plan there will 
be a further investment of Rs. 600 or 
Rs. 700 crores and possibly the num
ber of companies will go up to 50,000. 
Can this small  body—monopoUstic 
body—of 2700 people cater to  this 
vast expansion that we may. expert 
in the field of private enterprise....

Shri Morarka:  Would  they  not
grow? •

Shri S. V. Ramaswamy: I will come 
to that point:  how it is a stunted
growth and it is not a full growth.  I 
am glad my friend Shri Morarka has 
drawn me out.  I understand that the 
training lasts about five years;  the 
trainees have ta pay a fee y* Rs. 6,006 
and subsequently they have gat to oe 
articled clerks, for four years without 
any remuneration whatsoever.

Shri K. K- Basa:  No, no. The total 
period is five yearŝ
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Sha S. V. Bamaswamy:  The rirst
penod lasts five years and then there 
are four years ol articled  clerkship 
Without remuneration.

Sbri K. K. Basu:  Under what pro
vision?  Let us know that.

Sbri S. V. Ramaswamy: Undei the 
rules that govern this InsUtute.  It I 
am wrong correct me. Ordinary people 

business because

fe. e,m and study for five years and 
then be articled clerks for four years 
without remuneration; it Js a very ex
pensive business.  On the other hand 
you will see that the Society of Incur-' 
porat̂ Accountants and Auditors has 
got about 35,000 men on their rolls as 
auditors, fifty per cent, of whom arc 
lasers and ninety per  cent, double 
graduates.

 ̂  K. K. Basu:  One of cheating
. and the other scissoring.

SM s. V. Bamaswamy; They  are 
double graduates.  Here the quali- 
flcation seems  to be matriculation; 
now it has been raised  to Inter
mediate.  .

Mr, Deputy-Speaker: I would like 
to make this observation.  We  are 
dealing with learned professions; we 
would not like some other profession 
to call us cheats.  Likewise  we 
should not say that one degree is for 
scissoring and the other'is for cheat
ing.

*Shri K. K. Basu:  One example is
lawyers.  He says double graduates. 
Graduate is no profession.

Sliri S. V. Bamaswamy: It may be a
B.A., B.Li.; or B.A., B.Com.

Mr. Deputy-Speaker: Hon. Member 
said  double graduatê —that  term 
means two degrees one ®f cheating and 
the other for scissoring.  That is the 
remark made by Shri Basu. Let us be 
a little serious? We are training up our 
children for various businesses and we 
are ourselves belonging to one or the 
other of the learned professions. Even

1 1 7 2 0

in business, some businessmen  may 
be good and some may be bad and for 
them the whole community ought not 
to be condemned.  Without business 
the country cannot flourish.  Checks 
and balances may be there,  I woîd 
only appeal to hon. Members to give 
respect and take respect.

Shri S. V. Ramaswamy: You have 
been pleased to take away five minut
es of my time.

Mr. Deputy.Speaker: Shall I allow 
this cheating to continue; I am only 
trying to help the Hon. Member.  *

Shri S. V, Ramaswamy: I am sorry. 
But the time may kindly be extended-

Mr.  Deputy-̂peaker:  Sometimes
even a proper  intervention becomes 
useless.

Shri S. V. Ramaswamy:  The  ques
tion is about double graduates.

Mr. Deputy-Speaker: One of cheat
ing and the other of scissoring—that 
is what the hon. Member said.

Shri S. V, Ramaswamy:  I protest.
Sir.

Mr, Deputy.Speaker: That is exact
ly what I wanted to get rid of.

Shri S. V. Ramaawamy:  I should
have myself protested; I am sorry I 
could not catch the word ‘cheating’.

I  would respectfully submit for the 
consideration  of  the  Government 
whether  this large class of  35,00(> 
auditors being members of the Society 
of Incorporated Accountants  and 
Auditors cannot also be taken in. That 
is  the purpose of my  amendment 
No. 464,  The previous amendment— 
No. 463—also refers to this specifically. 
The clause as it is  deals only with 
people who have taken degrees from 
outside India. Why should this special 
favour be shown  to foreign degrees 
even  after Independence?  By my 
amendment it would mean ‘inside  or 
outside' so that we may recognise the 
degrees conferred by our institutions. 
That is why I have sought to move an
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amendment  to clause (b) of  .<iub- 
clause (1) of main clause 225.

Shri M. C. Sbah:  Supposing  we
omit sub-section (b), is it acceptable? 
We are going to amend the Chartered 
Accountants Act also.̂ ....

Shri S. V. Ramaswamy; That  is 
exactly my point.  You are seeking to 
omit it.  I would urge upon the Gov
ernment to retain it and accept my 
amendment.  That is what  I am 
seeking.

Shri M. C. Shah: We also  propose 
to amend the Chartered Accountants 
Act.  The Institute of  Chartered 
Accountants suggested that that should 
not come in this Bill and the  Joint 
Committee said that  it should be 
separate.  We have already introduc
ed a Bill to amend that Act and that 
is on the Order Paper and will come 
up  immediately after this Bill  is 
passed.

Mr. Deputj-Speaker: Is it on the
lines suggested by Shri Ramaswamy?

Pandit Thakur Das Bfaorgava: No,
Sir.  That Bill is entirely different and 
the amendment is perfectly in order.

Shri S. V. Ramaswamy: I have  got 
it in my hands;  it deals with some
thing else.

Mr. beputy-Speaker: Therefore, the 
amendment  of Shri  Jlamaswamy 
should be accepted.  I will call upon 
another hon. Member.

Shri S. V. Ramaswamy: The  hon.
Minister also took away a few minutes 
and I request a few more minutes.  1 
am not alone in saying that proper re
cognition has not been given to these 
people.  They have also observed that 
there is paucity and inadequacy.  It 
is on these grounds that I urge that 
the members of the Society of Incor
porated Accountants also be given the 
same privilege as that given to  the 
Chartered Accountants.  Now, I  am 
reading from page 205 of Volume II 
of the Taxation Enquiry Commission’s 
Report.  Although they deal with  in
come tax questions  they also will

apply mutatis mutandis to cases aris
ing out of Company Law. Para. 45 of 
the Report says:

“An objection to the immediate 
adoption of any such scheme  of 
nationaUsation is that the number 
of qualified accountants available 
is quite inadequate  for the pur
pose, and that the cost ̂of audit 
will be generally increased.”

The scheme referred to is the scheme 
to  have a Directorate General  of 
Commercial Audit.

Again on page 206, parâaph 49 
they say......

Mr. Deputy-Speaker: There is no
time to quote tn extenso from any of 
these reports.

Shri S. V. Ramaswamy: I will quote 
only four lines.  It is said:

“The  number of  chartered 
accountants at present available 
in India is limited.  In order to 
give all assessees a chance of be
ing  represented  at  reasonable 
cost, it is necessary to permit them 
to  engage persons other  than 
chartered accountants.”

That is the view expressed by  the 
Taxation Enquiry  Commission.  If 
that is so, the same reason can apply 
to Company Law also.  There is an
other reason also.  These big firms are 
located only in big cities.  Under 
the Five Yea'r Plan there is a great 
emphasis on  smallscale industries.  If 
these companies start functioning  iî 
rural parts and  in district centres, 
wiU these chartered accountants be 
available for .those small  companies? 
Even if they are available, at  what 
cost will they be available?  I, there
fore, submit that the members of the 
Society of Incorporated Accountants
• also should be given the same privi
lege.  Even if there should be a classi
fication,  the chartered  accountants 
may be permitted to deal with limited 
companies  having an  authorised 
capital above a  particular limit and 
the members of this Association may
be allowed to deal  with companies
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having a capital below that particular 
level.

For all these reasons I urge that my 
amendmeit be accepted  and amend
ment No. 310 may  not be pressed. 
There may be even three categories so 
that the 35,000 auditors who are now 
not fully employed—of  whom half 
are lawyers—̂ may  also be provided
with employment  and the industry
also may be benefited in the sense 
that the chartered accountants  who 
have scarcity value may not be  a 
burden upon th& small industries and 
that these auditors may be available 
to them.

Shri  Altekar:  My  amendment
No. 355 to clause 218 reads:

Page 114, line 8—

after “company”  insert “or a
depositor in the company”.

My object in moving this amend
ment is that the interests of the de
positor should also be protected.  The 
object  of clause 218 is to  supply 
balance-sheet, auditors’ report, profit 
and loss account and also the  report 
of the board of  directors regarding 
the affairs of the conq>any to mem
bers so that they may be in the know 
of the actual state of affairs of  the 
company.  Two classifications  are 
made in this clause; firstly, debenture- 
holders whose debentures are  not 
payable ex-facie to the bearer of the 
shareholders are entitled to have  a 
copy of the balancesheet along with 
the other documents  21 days before 
the general meeting; and  secondly 
those who are not so entitled to have 
these documents, that is those Am
bers who may not have paid  their 
calls as also debenture-holders whose 
debentures are payable ex̂facie to the 
bearer but who are entitled to have 
these documents on demand.  I sub
mit that in this second sub-clause the 
depositor shotild also be included.  A 
‘depositor deposits his amounts in the 
company with a view to—as I know 
is the case in Bombay and als»

Bengal—serve two purposes; that  he 
should get a good return for the de
posit as also that it should serve the 
patriotic cause of helping the indi
genous industries.  Wheiever  they 
deposit these sums the depositors are 
not entitled to have any vote.  As a 
matter of fact, the Depositors’ Asso
ciation in Bombay had proposed that 
if the amount subscribed by the de
posit holders is 25 per cent, of  the 
subscribed  capital  the  depositors 
should have the right to vote.  But, in 
as much as by clause 116 we  have 
abolished  the right of  debenture- 
holders also to vote—of course no such 
amendment has been proposed by me— 
what  I  propose  is  that  the  de
positors should be entitled to  know 
the  actual state of affairs of  the 
company by having all these docu
ments.

I  beg to point out that the depositors 
have deposited their amounts for lôg 
periods ranging from 3 to 5 years and 
even more than that.  Further more, 
they are persons who come from the 
middle class and in many câs they 
are teachers, widows and so on.  I 
know of a case where  a company 
went into liquidation.  There was a 
poor  widow who  had  deposited 
Rs. 1500 which she  had got as the 
sum total for her maintenance.  Im
mediately after she deposited  the 
money the company went into' liquid- 
ati<m.  Had the affairs of the  com
pany been known to her certainly she 
would not have deposited her money. 
At that time there were some 7 or 8 
persons who had deposited Rs. 800 
and Rs. 1000 and so on.  There was a 
rush in the courts for decrees and thej- 
tried to attach certain properties of 
the company which were free  from 
any floating charges or charges  on 
immovable  properties by way  of 
debentures,  mortgages  and so  on. 
Those persons are now really in  a 
pitiable condition.  In order to  pro
tect their interests I beg to  point 
out that  should also be entitled 
to havft these documents as provided la 
clauae 211(2).
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I would like to say that there are 
certain objections raised to this be
cause it is said that  the debenture- 
bplders have got a stake in the com
pany and in the assets of the  com
pany.  It is  said that  they have a 
charge over the property; a mortgage 
on it.  I would like to point out that 
they  are the persons  who have  a 
greater security  for their amounts. 
Therefore,  what we are doing  is, 
protecting the strong and throwing the 
weak to the winds.  I would rather 
say that this is an argument which is 
in my favour because I wish to protect 

the interests of the weak.ft h  I

It should not be like that.  The law 
or Providence should not in any way 
be harsh on the weak.  It  should 
rather give protection to the weak. 
From that pojnt of view I would sug
gest that the‘ arguments that  have 
been advanced saying that these per
sons have a stake in the company and 
so on proves that the depositors have 
no charge over the company*s proper
ties and that itself is a ground to say 
that their interests should be  pro
tected.

Another argument that has  been * 
advanced against the insertion of the 
word “depositor” in this clause  is 
that they are very large in number. 
Again, that is a point which stands to 
my side.  We require protection to be 
given to persons who  are in  large 
numbers and whose interests are not 
in any way secured by any sort  of 
charge or any security.  Therefore, I 
would like to submit that their  in
terests should be protected and  that 
they should be entitled to have  a 
copy of the balance-sheet etc.

I would like to point out that when 
we are making provision for supply
ing balance-sheet  and other docu
ments to debenture-holders the  in
terest of the depositors also needs to 
be protected, if not to a grater ex
tent.  I would, therefore, submit that 
my amendment should be accepted.

There are certain other steps that I 
would like to be taken in the interests

of depositors.  But for that, I have 
given amendments to clause 292.  So 
far as this amendment is concerned, 
it is a simple one.  The depositors 
should be entitled to have the balance- 
sheet  along with those  debenture- 
holders and also the members of the 
company should have it.  Their  in
terests need to be protected.  We have 
seen the pitiable sight both in Maha
rashtra as also in Bengal and it  is 
high time this was done.  It has been 
so clearly bome out that these  in
terests require to be protected.  It is 
therefore  that I have moved  my 
amendment.  Without taking  any 
further time of the House, I request 
that the Government should be pleas
ed to accept my amendment.

Shri Ramachandra Beddi (Nellore) ̂ 
I have two small amendments, one to 
clause 225 and the other to clause 225. 
As regards the amendment to clause 
225 which requires omission of sub
clause (b). Government has given  an 
amendment—No. 310—and it  covers 
my point, and therefore, I do  not 
speak upon that except expressing that 
I support that Government  amend

ment.

Under clause 223(5),  Government 
takes power to appoint auditors.  It 
sometimes  happens that when  a 
general body meets and decides cer
tain questions, the auditor may not 
be readily available or the outgoing 
auditor might not be willing to con
tinue as auditor of that company  or 
suddenly something might happen to 
that auditor, so much so that  the 
possibility of appointing an auditor 
then and there at the general  body 
meeting might not arise. Therefore, I 
suggest that if there is a provision in 
the Bill that auditors can be appoint
ed by the directors themselves on the 
authorisation of the general body, it 
would be good.  That is why I gave 
notice of amendment No. 378  which 
says: ̂

Page 116, line 44. 

after “reappointed” insert:

“and where no  authorisation
is given to the Board of Directors
so to af̂iat or reappoint*'.
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I suggest that  whenever  there is 
the possibility or the necessity  of 
giving an authorisation to the  board 
of directors to appoint the auditors, 
that must be accepted by the Govern
ment.  In fa«?t, I do not ŝ  any 
reason in the Government coming for
ward  to  appoint  the  . auditors 
themselves  in  certain  circum
stances.  It  might  as  well  be 
left over to the companies themselves 
to be decided in their general body 
meeting or to the  directors, if  they 
are so authorised.  The Government 
themselves will have to appoint the 
auditors from amongst the list  of 
auditors who come imder the Charter
ed Accountants Act of 1949.  If there 
is some delay on the part of  the 
company in appointing  the auditor,, 
then the Government rushes in  and 
appoints an auditor.  This is  some
what  objectionable for the  simple 
reason that the Government cannot 
take every power under the Act even 
including the appointment of auditors. 
This is not at all desirable and  re
asonable.  If there is any necessity on 
the  part of the  Government  to 
appoint auditors, they might put up a 
list or panel of auditors from  whom 
the companies can choose.  Other
wise there is no guarantee that  the 
appointment by the Government  of 
such auditors in any company  would 
be done within the time that is ex
pected.  Also, there is no guarantee 
that nepotism would not come in when 
the Government begins' to  appoint 
their auditors.  If there is a fear of 
connivance by the auditor with  the 
company, how is the Grovemment go
ing to remove it by appointing  their 
own auditors?  Is the Government 
sure that the auditors that they might 
appoint will be free from any  such 
accusation of connivance with  the 
companies as against the Companies 
Act?  So, the integrity, respect  and 
cafwuiity of the auditors, as lon̂ as 
they are governed by the Chartered 
Accoimtants Act and as long as the 
Government is vigilant about  the 
provisions of that Act, must be  re
cognised.  I do not see  any reason 
why the companies should not  be

allowed a free hand to appoint  their 
auditors at any stage whatever.  As 
I have  already said, there is  no 
guarantee of the integrity of those 
auditors simply because they  are 
appointed by the Government.  So, I 
will have to press  that amendment 
when it is put to vote.

Shri Tulsidas: I have tabled amend
ments  Nos. 217 and  218.  These 
amendments seek to exempt  private 
companies from the requirement  re
garding filing of copies  of audited 
balance-sheets.  Under the present Act 
these are not necessary and the Bhabha 
Committee recommended the inclusion 
of the present provision basing  its 
views mostly on the recommendations 
of the Millin Commission on this sub
ject.  But I may point out that even 
though the Millin Commission had re
commended this provision, it was not 
incorporated  in the South  African 
Companies Amendment Act of 1952. 
The Cohen Committee in England  on 
which we have based a number of our 
clauses in this Bill, recommended  a. 
special class of companies.  Many 
times, in answer to questions arising 
out of a number of amendments that 
1 have suggested, the Finance Minis
ter has quoted the Cohen Committee's 
recommendations.  I may, therefore, 
quote herê in this particular case, the 
Cohen •ommitttfe’s recommendations 
in this regard.  The Cohen  Com
mittee also went into this question and 
had this to say on this subject  iix. 
paragraph 50 of their report:

“There is a demand that  all 
private companies should be  re
quired to file their accounts; it is 
argued that the existing exemp
tion deprives  traders  of infor
mation which they require in de
ciding whether to grant credit to 
a private company, and the trade 
unions of information which they 
need.to enable them to assess the 
justice of the wage rates offered 
be  employers.  The value  to- 
creditors or trade union of the in
formation  that would be derived 
from  a perusal of the  annual 
accounts of a company was  the •
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subject  of much difference  of 
opinion among the witnesses who 
gave evidence before us”.

Then, in paragraph 51, they say:

“We have had evidence that the 
publication of the  accounts of 
small companies would  give 
large concerns  valuable infor
mation about the finances of the 
small rivals; while the latter do 
not  gain  any  corresponding 
advantage from the publication of 
accounts of the  larger concerns. 
The larger and more diversified 
the business  of a  company the 
less useful to  competitor is the 
information which he can derive 
from a perusal of accounts even 
if other things  are equal.  But 
other things are  not equal, be
cause whatever a small company 
learns from the accoimts of the 
larger rival,  the  large concern 
may be able to drive  the small 
out of business, but the lattdr can 
do little harm to the former”.

Basing these recommendations  of 
the Cohen Committee, the U.K. Act has 
included a special category, a  new 
category, and they call it as exempt 
private companies. This recommenda
tion has been implemented by  the 
U.K. Government and they have in
cluded this provision in their  Act. 
In the U.K. there are over a quarter 
of a million companies on the regis
ters, a great majority of which  are 
private companies, and some 60  per 
cent, of the private companies  are 
exempt private companies.  Besides 
the  number as well as the  paid-up 
capital of the private companies  are 
increasing in the U.K. faster than the 
number and paid-up capital of public 
companies.  As I have observed last 
time during the consideration  stage, 
you will see that even the Cohen Com
mittee has also given the same evi
dence  that  though  the  public may 
bave interest in such concerns,  the 
banks and other people who  give 
credit to those concerns have access 
to get their accounts whenever they

approach them for any facilities they 
require.  Therefore, I do not see the 
reason why particularly these private 
companies should be made to file their 
balance sheets for registration.  Pri
vate companies are formed mainly be
cause of these advantages provided by 
the joint-stock form of organisation, 
namely, limited liability for its mem
bers, legal entity for the members and 
so on.  The law itself prohibits for
mation of firms having more than 10 
members.  In recent years in  India 
there has been a rapid increase  in 
private companies, both in their num
ber  and in their paid-up  capital. 
From 15,964 in 1950-51, their number 
increased to 17,337 in 1952-53;  from 
Rs. 210 crores in 1951, their paid-up 
capital increased to Rs. 253 crores in 
1952-53.  As against this, during the 
same period, the number of  public 
companies declined from 12,500  to 
12,000.

As I said, private companies  are 
particularly suited to small-scale and 
medium-size enterprises, and in our 
second Five Year Plan  such enter
prises are expected to increase rapid
ly.  As I have pointed out,  even 
though in England they have exempt 
private companies, in our present Bill 
we have not made any provision  to 
create such a category of private com
panies  which are called  “exempt 
private companies”.  If that has been 
done, , then there would be some justi
fication.  I still would like that if the 
hon. Finance Minister does not  find 
it necessary to allow this complete ex
emption to all the private companies 
in view of other considerations, there 
should be no objection to create  a 
separate category of private compan
ies like exempt  private  companies. 
When we are having a Bill which has 
got about 50 per cent, of its  clauses 
already in the U.K. Act, it would not 
at all be difficult  to create exempt 
private companies, having a separate 
schedule.  This is already there in the 
U.K. Act.  This aspect of the ques
tion must have been taken into con
sideration, because in the future set
up, we will have our medlum-sc«to
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industries and small-scale industries 
run by the private companies and it 
is no use allowing these private “̂om- 
panies to be at the mercy of the bigger 
people, because they  will have all 
these accounts filed to register  and 
they will be known to everybody.  I 
would request the hon. Minister  to 
consider this suggestion, namely, that 
though this exemption need not  be 
given to aU the private companies in 
view of the peculiar set-up like the 
managing  system  existing  in  our 
country, at least they should consider 
the creation of a category of exempt 
private companies in the same way as 
in the U.K. Act.

My other amendment to clause  225 
relates to the question  of auditors. 
You know very well that when a quali
fied auditor audits the accounts of  a 
company,  the charges are  usually 
quite heavy.  As long as the  share
holders of the private companies are 
quite satisfied with regard to the audit 
of  their companies’  accounts,  why 
should there be this enforcement  of 
having  a qualified  auditor?  In 
England  where they have  exempt 
private companies, they have exempt
ed  these companies from  having 
qualified auditors.  As I said,  the 
public are not interested in  these 
private companies to the extent that 
they are interested in public  com
panies.  The argument may be raised 
that people who are interested to have 
these  private  companies,  would 
naturally look to the private  com
panies for credit and would ask them 
to submit the accounts and balance 
sheets which thê would require.  But 
I ask, why give this publicity to  the 
accounts of those  companies which 
have to function under a particular 
handicap?  I am suggesting that my 
amendments to clauses 225 and  219 
should be taken into consideration. If 
that is not accepted, I would request 
the hon. Minister to consider having a 
separate schedule for exempt private 
companies on the lines of the U.K. Act. 
When we are basing our entire  Bill 
on the U.K. Act and have gone even 
much further, it is not at all difficult

to make a further provision to create 
such exempt private companies,  as 
they exist in U.K.  The Millin Com
mission  in  South  Africa  recom
mended this provision and that is why 
the Bhabha Committee  has recom
mended  it.  But the  Millin  Com
mission’s  recommendation has  not 
been accepted by the South African 
Government when they passed  the 
Amending Act in 1952.  I would there
fore request the hon. Minister to con
sider this question and accept  my 
amendments.  Otherwise, I am  quit* 
willing  to the idea  of a  separate
schedule being incorporated in  this
Bill on the basis of the U.K. Act.

Pandit Thakur Das Bhargava:  I
propose to speak on several clauses in 
this  group.  The first thing that  I 
would beg to mention is in regard to 
the inspectors.  The inspectors  have 
been given very wide powers and  I 
am afî  that some of the  powers 
given to the inspectors are of  such 
nature that they may be held to  be 
ultra  vires,  so far as these  pro
visions are concerned.  Clause 245 
runs as follows:

“A copy of any report of  any 
inspector or inspectors appointed 
under section 234 or 236 authenti
cated in such manner, if any, as 
may be prescribed, shall be admis
sible in any legal proceeding as 
evidence of the opinion of  the 
inspector or inspectors in relation 
to any matter contained in the re
port.”

You will be (leased to see that so 
far as this report is concerned, it is 
a one-sided report; on the basis of the 
inspectors’ report action may be taken 
under this clause.  Under clause 241, 
the Government can pass an order for 
the  prosecution of those  persons 
mentioned in the inspectors’  report. 
Again, under clause 242, an appli
cation for winding up of a company 
can be made on the basis of the in
spectors’ report.  Similar provisions
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for the recovery of damages or  pro
perty on inspectors’ report are  con
tained in clause 243.  So, this inspec
tors’ report has been given that kind of 
weight which we can only find given 
to the report mentioned in the  In
come-tax  Investigation  Commission 
Acts.  Even the evidencial value of 
the report has been provided  under 
clause 245.  I do not understand how 
the opinion of an inspector when he 
investigates  into the affairs of  a 
company will become evidence.  If a 
sub-in̂ctor of  police investigates 
into a case, his opinion is not at all 
relevant, but in this case it appears 
that the inspector’s opinion becomes 
relevant.

Pandit K. C.  Sluurma  (Meerut 
Distt.—̂South): It is relevant for for
mal evidence.

Pandit Thakur Das My
friend should not interfere when he 
does not know the subject.  What is 
formal evidence?

Pandit K. C. Sharma: I am  re
ferring to the sub-inspector’s report.

Pandit Thakur Das Biurgaya: Ex
cuse me.  Supposing the sub-inspector 
bays that someone might be guilty, is 
that opinion relevant?  Not at  all. 
But so far as clause 245 is concerned, 
the evidence of the inspector  be
comes relevant.  There is no question 
of formal evidence at all.  My  sub
mission is that according to law,  no 
opinion of such a person becomes re
levant  and therefore I object  to 
clause 245.  This is not all.  If you 
look into the other provisions in this 
group, you will be pleased to  And 
that some responsibilities  are  cast 
upon associates and other people and 
the relations of those persons against 
whom investigation is going on  to 
give all possible assistance to the pro
secution.  There is also a' provision 
that they must assist and ordinarily 
even when the investigation goes on, 
if a person is called upon by the in
spector, he should give his evidence 
on  oath even if he is the  person 
against whom inquiry is being made.

Mr.  Depnty-Speaker:  The  hon.
Member may resume his speech on the 
next day.

5 PĴi.

Shri C. C. Shah: May I point out
that IJ hours allotted for this group 
is too short 'a period?  You must 
have seen that there  are so many 
Members desiring to speak. This is a 
very important clause.  I can assure 
you that  after clause  388, the time 
allowed, namely 22 hours won’t  be 
required.  One hour more may  be 
allotted to this group.

Shri M. C. Shah: As it was said that 
we are going to sit up to 5, we de
cided li hours.  If the House agrees 
to sit late, that is another thing.

Mr. Deputy-Speakel*: The Business
Advisory Committee has recommehd- 
ed that whenever it is necessary w 
may sit one. additional hour.  If the 
House is willing, we can sit for  one 
hour more.  There is a half-an-hour 
discussion tomorrow -also.  Until the 
f"ompanies Bill is over, let there be 
no haM-an-hour discussions.  Today* 
we have to take up.

Pamtit Tliakur Das Bhargava: The
House will not be interested  after 
we finish clause 388.  The subsequent 
clauses  relate to winding up. Sa 
much time will not be  taken.  You 
will be pleased to agree that we may 
give one hour more to this group. We 
will be able to make up the time.

Mr. Deputy-Speaker: Let us see.
Tomorrow, there is ajEjain a half-an- 
hour discussion. One hour after the 
half-an-hour discussion  will not  be 
useful.  Let us see from day  after 
tomorrow.  If we do not make pro
gress, we will sit longer hours.

Some Hon. Members: Yes.

Shri C. C. Shah: Am I to take it
that one hour more will be v̂en?

Mr. Bepotŷpeaker: I am prêred 
to give two hours more.  What is my
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[Mr. Deputy Speaker] 
objection?  Let us see.  If hon. Mem
bers want to speak, let them speak.  I 
have no objection.

The following are the members of 
amendmenis to clauses 208 to 250 of 
the Companies Bill, which, the  hon. 
Members have intimated to be moved 
subject  to their being  otherwise 
admissible.

Clause No. Amendments Nos.

208  693, 687 (Govt.)

209  688 (Govt.)  '

210  309 (Govt.), 694, 695', 696, 697, 

689 (Govt.), 690 (Govt.)

211  698, 691 (Govt.)

213  699

216  3i7CGovt.), 700, 70l,792(Govt.)

218  611, 612, 613, 355> 614

2T9  217, 597, 318 (Govt.), 218

223  702, 703, 705 

223A (New) 220

224  708, 709, 710, .599, 71600, 

601, 602

225  310 (Govt.) 319 (Govt.; 713, 

7i4> 221

226  7T5, 603

227 717,718, 719
229  604

230  311  (Govt.), 72D, 721

233  312 (Govt,), 724

234  725, 726, 727,576 (Govt.), 728

729, 730, 732 

733, 7Mi 735 

236  577 (Govt.), 736

239  313 (Govt.)

(6), having been charged by the 
managing agent,  secretaries  and 
treasurers, or Board of Directors, 
as the case may be, with the duty 
of seeing that the requirements of 
this  section  are complied  with, 
makes default in doing so,  he 
shall, in respect of each offence, 
be punishable  with fine which 
may  extend to one  thousand 
rupees.*’

Clause 209. — {Annual accounts emd 
balance sheet)

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

Page 107—

qfter line 6, add:

“•(6) If any person not being a 
director of the  company having 
been charged by the Board  of 
Directors with the duty of seemg 
that the provisions of this section 
are complied with, makes default 
in doing so, he shall. In respect of 
each offence, be punishable with 
imprisonment for a term  which 
may extend to six months, or with 
fine which may extend to  one 
thousand rupees, or with both:

Provided that no person shall 
be sentenced  to  imprisonment 
for any such offence unless it was 
committed wilfully,”

Clause —{Forward contentŝ of 

balance sheet etc.)

Clause 2t8.— {Books to be kept etc,)

Shrt K. K. Basu: I beg to move:

Page 105̂ line 20—

after ‘̂summarised returns” insert:

 ̂“from competent officers of the 
branch office”.

_ Shrl C. D. Deshmukh: I beg to move:

Page 106—

after line 7, add:

**(7) If any person,-not being a 
person referred to in sub-section

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

(i) Page 107, after line 12—

insert the following as  proviso to 
sub-clause (1):

“Provided that nothing  con
tained in this section shall apply 
to any insurance or banking com
pany, or to einy other class  of
company for which a form  of
balance sheet has been specified la 
or under the Act governing such 
class of company”.
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(ii) Page 107, after line 16-

insert the following as a proviso to 
•uD-clause (2):

“Provided  that nothing  con
tained in  this sub-section  shall 
apply to any insurance or banking 
company, or to any other class of 
company  for which  a form  of 
profit and loss account has been 
specified in or under the Act gov
erning such class of company.”

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

(1) Page 107— 

omit lines 17 to 22.

(2) Page 107, line 21—

omit  “either  unconditionally 
or”.

(3) Page 107, after line 22, insert:

“Provided that the reasons for 
the exemption  are recorded  in 
writing.”

M) Page 107, after line 28, insert:

‘Provided that the reasons for 
the modifications are recorded in 
writing.”

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

(1) Page 108, line 22— 

after “this section” insert:

and the  other requirements 
aforesaid”.

(2) Page 108— 

after line 25, add:

“(8) If any person, not b̂ing a 
person referred to in sub-section 
(6)  of section 208 having been 
charged by the managing  agent, 
secretaries  and treasurers,  or 
Board of directors,  as the case 
may be, with the duty of seeing 
that the provisions of this section 
and  the  other  requirements 
liforesaid  art  complied  with, 
makes default in doing so,  he 
shall, in respect of each offence, be 
punishable with imprisonment for

II738

a term which may extend to six 
months, or with fine which may 
extend to one thousand  rupees, 
or with both:

Provided that no  person glioTl 
be  sentenced to  imprisonment 
for any such offence unless it was 
committed wilfully.”

Claose 211,—(Balance sheet of holding 
company etc.)

Shri K. K. Baau: I beg to move*

Page 110, 9ifter line 31, insert:

“Provided that the reasons for 
the exemption shall be recorded 
in writing.”

Shri C. D. Deshnmkh: I beg to movie:

Page 110, after line 44, add:

“(10) If any person, not being 
a  person referred to in  sub
section (6) of section 208, having 
been charged by the  managing 
agent, secretaries and the treasur
ers, or Board of directors, as the 
case may be,  with the duty  of 
seeing that the provisions of this 
section are complied with, makes 
default in doing  so, he shall,  in 
respect of each offence, be puni
shable with imprisonment  for a 
term which  may extend to  six 
months, or with fine which may 
extend to one thousand rupees, or 
with both:

Provided that no person shall 
be sentenced to imprisonment for 
any such  offence  unless it was 
committed wilfully.”

Clanse 213. —(Rights of holding com
pany’s representatives etc.)

Shri Krishna Chandra: I beg  to
move:

Page 111, line 28,

for “alone” substitute **also*\
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€3aiise 216. —(Board’s report)

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

Page 112—

lines 31 to 33, jor sub-clause  (4), 
substitute the following sub̂lause:

**(4> The Board’s  report shall 
be signed by its Chairman if he 
1C authorised in that behalf by the 
Board; and  where he is  not so 
authorised  shall  be  signed 
by  such  number  of directors 
as are required to sign the balance- 
sheet  and the profit and  loss 
account of the company by virtue 
of sub-sections  (1) and  (2) of 
section 214”.

Sbri EL K. Basa: I beg to move:

(1) Page 112, after line 33, insert:

“Provided that  the dissenting 
note or report, if any, shall be 
published along with it.”

(2) Page 112, line 42, add at the 
end:

“and he can prove that he made 
diligent efforts  to  prevent  the 
non-compliance of sub-section (1) 
to (3) and the contravention  of 
sub-section (4) ”

Shrl C. D. Deshmiikh: I beg to move 

Page 113, after line 2, afid:

“(b) If any person not being a 
director, having be«i charged by 
the Board of Directors with the 
duly  of seeiag  the  pro
visions of sub-sections (1) to (3) 
are complied with, makes default 
ni doing so, he shill, in respoct 
ol each offence,  be punishable 
Aith imprisonment for a  term 
which may extend to six months, 
or with fine which may extend to 
two  thousand  rupees, or  witn 
both;

Provided that no person shall 
be sentenced to imprisonment for 
any such offence  unless  it  was 
committed wilfully.”

Clause 218—(Right of member to co
pies of balance sheet etc.)

Shri Sadhan Gupta: I beg to move:

Page 113, line 22—

after “to every member  of tke 
company” insert “to ©vary
ployees’ delegate”.

(2) Page 114, line 7— 

add at the end,

“and by all the employees’ de- 
legatest present at the meeting”,

(3) Page 114, line 8—

oftcr “any member” insert “or
employees’ delegate”.

Shri Altekar: I beg to move:

Page 114, line 8—

after “company” insert “or  a 
depositor in the company”.

Shri Sadhan Gupta: I beg to move:

Page 114, omit lines 28 to 34.

Clause 219.—(Two copies of balance 
sheet etc.)

Shri Tulsidas: I beg to move:

Page 114— 

omit lines 49 to 52.

Shri Bansal:  I beg to move:

(i) Page 114—

omit, lines 49 to 62; and

(ii) Page 115-

line 1, omit “or private”.

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

Page 114—

in line 51, for the  words  “to
gether with” substitute the words 
“and of”.

Shri Tulsidas: I beg to move: 

Page 115, line 1, 

omit “or private”.
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Clause 223.— (Appointment  and re
muneration of auditors)

Shri Krishna Chandra  (Mathura 
Distt.—West); I beg to move:

Page 116, line 30—

after “retiring auditor** insert:

“except  the first auditor  or 
auditors  appointed  under  sub
section (5)”.

(2) Page 116, line 31—

for “shall  be re-appointed”
stitute:

suh-

“shall be deemed to  be  re
appointed without any resolution 
being passed therefor**.

(3) Page 117, line 33-

add at the end:

“and the  Central Government 
shall give the auditor, an oppor
tunity of representing his case be
fore granting the aforesaid appro
val.”

New Clause 223A.

Shri Nfc P. Nathwani: I beg to move: 

Page 117,

after line 43, insert:

“223A.  Notwithstanding  any
thing contained  m section 223, 
where it appears to the  Central 
Government on the application of 
either of not less than one hund
red members or of members hold
ing not less than one-tenth of the 
shares issued, that there is good 
reason so to do, it may appoint a 
duly qualified  person to be an 
auditor of a company in super
session  of or in addition to an 
auditor or auditors appointed by 
the company in general meeting, 
for such period and on such other 
terms as  the  Central  Govern
ment thinks flf *.

Shri Krishna Chandra:
rnove:

I beg  to

<1) Page 118, for lines 4 and 5, sub
stitute :

“(2) Within  three days of the 
receipt of such a notice the com
pany shall send a copy thereof tu 
the retiring auditor”.

(2) Page 118, line 7—

after “auditor** insert:

“within three days  of the re
ceipt thereof*.

(3) Page 118, line ft-

omit “(not exceeding a 
able length)**.

Shri  Sadhan  Gupta:

Page 118, line 9—

after “to members of the com
pany” insert “and to employees** 
delegates”.

I  beg  to

Shri Krishna Chandra:  I
move;

Page 118, line 10—

beg  to

omit, “unless Ahe representations 
are recieved by it too late for it 
to do so”.

Slui Sadhan Gupta: I beg to move
move:

(1) Page 118, lines 11 and 12—

after “to members of the com
pany” insert  “and  to  every 
employees’ delegates**.

(2) Page 118, lines 14 and 15—

after “member of the company*’ 
insert “and to every  employees’ 
delegate”.

(3) Page 118, lines 30 and 51—

Omit ^̂notwithstanding that he 
is not a party to the application’*.
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Clause 225.— (Qualifications and dis
qualifications oj auditors)

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

(1) Page 118—

in lines 39 to 44, for the words 
and figures beginning  with  the 
words “unless either” and ending 
with the words “outside India” at 
the end of sub-clause (1),  sub
stitute the words and figures “un

less ne Is a chartered accountant 
M̂ithin  the  meaning of  the 
Chartered Accountants Act, 1949 
(XXXVIII of 1949)”.

(2) Page 119, sub-clause (3) (b)—

in line 17, for “officer or ser
vant” 3vi)stitute  “̂ cer or em
ployee”.

Shri Krishna Chandra:  I  beg  to
move:

Cl) Page 119, line 18-̂

after “partner” insert “or a re
lative”.

(2) Page 119, line 20—  '

after “companŷ* insert  “or to 
any officer of the company  or 
any of his relatives”.

Shri Tulsidas: I beg to move:

Page 119, after line 46, add:

“(6) Nothing contained in this 
section shall apply to a private 
company, unless It is a subsidiary 
of a public company.”

Clanse 226.— (Powers and duties of 
auditors).

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

Page 120 line 28—

after  "proper” insert  “and 
audited”.

Shri Sadhan Gupta: I beg to move: 

Pages 120 and 121—

omit lines 33 to 47 and 1 to 7 
respectively.

Clause 227.— (Audit of accounts etc) 

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

(1) Page 121, lines 9 and 10__

omit  “unless the company  in
general  meeting  decides other
wise.”

(2) Page 121. Une 10— 

after “be audited” insert:

“either  by 

auditor or”.
the company's

Shri Krislma Chandra:  I  beg  to
move:

Page 121, line 18—

after “visit” insert “at the cx> 
pense of the company”.

Clause 229̂ (Reading and inspectioB 
of auaitor'a report)

Sliri Sadhan Gupta: I beg to moved: 

Page 121, line 37- 

add at the end 
ployees’ delegate”.

Clanse 230 - (Right of  auditor  to
receive notices etc.)

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

Page 121

in line  41, before the  words 
“be forwarded” insert the word 
“also”. ,

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

Page 121, line 42—

‘ or any  em-

after “company” insert 
branch auditor, if any”.

Shri KriRhfia Chandra:
move:

Page 121, line 42—

“or its

I  beg  to

theafier “attend” insert  '*at 
expense of the company”.

Clause (Power of Registrar etc.

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

Page 123, sub-clause (7)—

in line 4, after the word “cre
ditor” insert the words “or any 
other person interested”.
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Shii Jhunjhunwala: I beg to move: 

Page 123, line 7— 

after “purpose” insert:

or to manage in a way so as to 
be oppressive  to  any  class  of 
•jr.citiholders”.

Clause 234.— (Investigation  of affairs 
etc.)

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

Page 123, line 27—

for  “two  hundred” substitute 
one hundred”.

Shri Sadhan Gapta: I beg to move: 

f'age 123, line 27—

for  **two  hundred  members” 
substitute “fifty members”

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

Page 123, line 28—

for *‘one-tenth” substitute “one- 
twentieth”.

Shri Sadhan Gupta: I beg to moved: 

ragfc 123, line 28— 

for  “shares issued” substitute.. 
total voting power therein”.

Shri Sadhan Gupta: I beg to move:

(1) Page 123, line 28-

add at  the  end  “or by  one- 
ployees’  delegate or  employees” 
delegates  holding  one-twentieth 
of the total  voting power  com
bated by excluding the employees 
delegates”.

(2) Page 123, line 28—

(idd at the end  “or by  one- 
fourth of the number of employees 
of the company who are workmen 
within the  meaning  of the In
dustrial Disputes Act, 1947 (XIV 
of 1947)”.

Shri K. K, Basn: I beg to move:

Page 123, line 28 add at the end 
“or of the  employees”  organis
ation”.

Shri Sadhan Gupta: I beg to move:

Page 123, line 31, add at the end:

“or by one-fifth of the number 
of employees of the company who 
are workmen within the meaniniii 
of the  Industrial  Disputes Act, 
1947 (XIV of 1947)”.

Clause 235.— Application  by  Mem
bers etc.)

Shri Sadhan Gupta: I beg to move.

(1) Page 123, line 35, and wher
ever  it occurs in this  clause, 
after “members”  insert “or em 

ployees’ delegates”.

(2) Page 123, line 35 and wher
ever it occurs in this clause, after 
“members” insert “or employees”.

(3) Page 123, line 41, after “the 
applicants” insert “who are not
employees of the companjr”.

Clause 236___'Investigation of com-*'
pany*s affairs etc.)

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

Page 124.  line 7, after “cre
ditors” insert members”.

Shri Sadhan dupta: I beg to move: 
Page 124, line 8— 

after “unlawful  puipose” in
sert “or with intent to defraud or 
evade any obligation towards any 
of its employees”.

Clause 239 .—(Production of docu
ments etc.)

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

Page 126, sub-clause (6)—

lines 28 to 35,

Reletter  paragraphs  (a) and
(b)  as paragraphs (b) and  ĉ) 
respectively;  and insert the fol
lowing  definition  as  paragraph
(a), namely:

“(a) the expression 'officers’* in 
relation to any company or body 
corporate, includes any trustee for 
the debenture  holders  of such 
company or body corporate”.
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Mr.  Deputy-Speaker:  All  these
mendments are before the House for 
discussion.

REGROUPING OF RAILWAYS

Mr. Depnty-Speaker:  Half-an-hour 
has been allotted for the  discussion 
regarding  regrouping  of  railways 
raised by Shri Mukerjee.  How  long 
does the hon. Member  propose  to 
take?

Shri H. N.  Mukerjee  (Calcutta— 
North-East): Ten to twelve minutes.

Mr. Depaty-Speaker: The hon. Min
ister.

The MiBister of Railways and Trans- 
poit (Shri L. B. Shastri): Ten minutes.

Mr. Depnty-Speaker:  The rule is
that other hon. Members are not en
titled to make speeches.  They  can 

put questions.  I have received 
intimation of their names: more than
6 Members. If I allow one minute or 
li minutes, I think I will be able to 
finish.  It is only for the purpose of 
eliciting answers.

Shri H. N. Mnkerjee: I wanted to 
have this discussion in order to secure 
some clarification over the  answer 
given by the Minister to Starred ques
tion No. 91 on the 26th July.  On that 
day, in answer to a question, the Min- 
Istei was pleased to say that no fresh 
regrouping of Indian Railways was 
contemplated with the* exception of 
the division of the Eastern Railway 
into two zones about which a public 
•nnoimcement had already been made, 
and he attached to the answer a copy 
of the public* announcement.  I wish 
to raise some questions which arise 
out of this answer of the Minister and 
the public  announcement  enclosed 
therewith.

During the discussion  of the Rail
way Budget last February, there were 
certain demands for an expert exami
nation of the working of railway re
grouping and the Minister chose to 
say that it was a settled fact.  Now, 
ttie country has accQ>ted not only the

fact, but also the desirability of the 
«onal system of railways.  But, what 
concerns us is the desirability from 
time to  time  of having  a  serious 
expert examination of the working of 
that regrouping.  The Minister him
self said that he was having f ie mat
ter under continuous and conrtant re
view.  My complaint is that it is veiy 
necessary today—I wish the Minister 
to apply his mind  carefully to this 
point—to have a long range perspec
tive instead of leaving it to the Effi
ciency Bureau or any other compar
able organisation, which works neces
sarily within bureaucratic and other 
limitations.  I say this because in the 
public annoimcement attached to his 
answer to the question in Parliament, 
the Minister said:

“The impact of the Second Five 
Year Plan on other zonal railways 
will be felt to a varying degree. 
Experience of working indicates 
the necessity for certain adjust
ments within the existing organi
sational set-up of some  of these 
zones and necessary adjustments 
will be carried out as and when 
reqviired.”

This, I  feel, is  proceeding in a 
piecemeal fashion, and piecemeal phi
losophy in working the railways is, I 
fear i must say, a kind of perversion 
of  planning.  That is  to say, it  is 
necessEiry for us today to have a real
ly comprehensive  approach to  the 
whole matter, and that is why I sug
gest that while I cannot, because 1 
have not got the requisite knowledge, 
pronounce upon the rights and wrongs 
of the division of the Eastern Railway 
into the Eastern and South Eastern 
Railway—̂I suppose it is all for the 
better—the whole matter deserves and 
requires systematic and basic study, 
not the kind of p̂functory  review 
which the Minister says his advisers 
are making from time to time.  I say 
this because the Railway Corruption 
Enquiry Committee has also, accord
ing to reports put out, suggested that 
there should be an examination of the 
working  of  re-grouping.  Therefore,




