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THE COME'ANY SECRETARIES
BILI-, 1980

THE MINISTER OF LAW, JUSTICE
AND COMPANY AFFAIRS (SHRI SHIV
SHANKAR): Sir, I move:

"That the Bill to make provision for the
regulation and development of the
profession of Company Secretaries, as
passed by the Lok Sabha, be taken into
consideration."

Mr. Deputy Chairman, the important role
of the corporate sector within the framework of
the planned programme of the economic
growth of the country is well recognised. The
healthy growth of the corporate sector is,
therefore, a  matter to which the Government
attaches ~ very  great importance. An
essential ingredient for the healthy growth of
the corporate sector is the induction of profes-
sional management. The Government attaches
special importance to the development of
professional management so that the corporate
sector can evolve and function in tune with the
changing needs of the time and the social
responsibility that this important segment of the
economy has to shoulder.

The profession of Company Secretary has
an important part to play for the introduction
of professionalism in the area of corporate
management
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The Statement of Objects and Reasons of the
Company Secretaries Bill, which is before the
House already, indicates the background of
the proposed legislation. I would like to add
that even while the original Companies Bill
was introduced in Parliament as early as
1953, the then Finance Minister gave an
assurance to the Parliament, in response fo
numerous requests, that the Company Law
Administration would help in the building up
of the institution of Company Secretaries.
Indeed, from as far back as 1961, my
Department has been endeavouring to
encourage the growth, as a class, of th,
profession of Company Secretaries by
holding  examinations for  Company
Secretaryship and awarding diploma which
then used to be a Government diploma in
Company Secretaryship, on the basis of
norms and standards laid down by an
Advisory Board which had ®*n set up under
the Government of India Resolution dated
14th April, 1960. From 1968 onwards, when
the Institute o-f Company Secretaries was
constituted as a separate Institute under
section 25 of the Companies Act, the
Government has been endeavouring to
develop this institution as an independent
non-profit-making organisation, charged with
the responsibility of conducting examinations
in Company Secretaryship and in developing
a cadre of professional Company Secretaries
who can serve the best interests of th,
companies as well as subserve the public
interest. Over the years, the Institute of Com-
pany Secretaries has fully justified the support
given to it by the Government. In recognition
of the steady efforts made by the Institute to
develop a cadre of professionally competent
body of Secretaries, the Company Secretaries
(Qualifications) Rules, 1975, provided that
only an Associate or a Fellow of the Institute
of Company Secretaries of India shall be
eligible for appointment as a qualified
Secretary in companies with a paid-up capital
of Rs. 25 lakhs or more. The proposal to
convert the Institute of  Company
Secretaries of
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India into a statutory body has been under
discussion for some time. As the honourable
Members are aware, the growth of the two
parallel disciplines, those of Chartered
Accountants and the Cost and Works
Accountants, is already regulated by statutes
pertaining to these two categories of
professionals, namely, the  Chartered
Accountants Act of 1949, and the Cost and
Works Accountants Act of 1959. By giving
statutory recognition to the Institute of
Company Secretaries, therefore, the three
different professions of  Chartered
Accountants, Cost and Works Accountants
and Company Secretaries, connected with the
smooth functioning (f the corporate manage-
ment, would be given statutory recognition.
Government hopes that this would help put
the working (f the corporate sector in India on
sound foundations.

Sir, I need not dilat, on the wvarious
provisions of the Bill and the administrative
structure of the Institute of Company
Secretaries to which statutory recognition is
now proposed to be given. What we are
endeavouring through this special enactment
is merely to confer statutory recognition to an
institution ~which has already helped
significantly in introducing professional
management among the larger units of the
corporate sector. Increasingly the demand for
qualified and trained Company Secretaries is
expected to grow even for companies with a
paid-up capital of less than Rs. 25 lakhs ana it
is my hope that the profession of Company-
Secretaries would be further strengthened
with a view to serving the long-term interests
of corporate growth in tune with the
objectives of national growth.

Sir, as you may be aware, the Bill has been
passed by the Lok Sabha on the 16th June
1980. To sum up, this Bill is in the interest of
developing professional management in the
corporate sector and, Sir, I move that the Bill
be taken up for consideration.
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The question was proposed.

MR. DEPUTY CHAIRMAN: Now, there
are two amendments. The amendment of Mr.
Hukmdeo Narayan Yadav is not in order as
he has not given the names of Members who
are to be on the Committee. Now, Mr. Shiv
Chandra Jha to move his amendment.
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SHRI S. W. DHABE (Maharashtra): Mr.
Deputy Chairman, Sir in moving the Bill the
reason given by the Minister is that they are
giving statutory status to the Institute of
Company Secretaryship.

[The Vice-Chanrmam (Shri Bisham-bha,
Nath Paude) in the Chair]

There are certain provisions in this Bill, to
which I will make reference afterwards. The
Statement of Objects and Reasons says—I
quote:

"The Administrative Reforms
Commission has also examined the
desirability of encouraging the growth of
the profession of Company Secretaries as a
accessary adjunct for a more efficient
working of the corporate sector. The
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said Commission has also  recommended
that the companies with a certain  paid-up

capital should compulsorily appoint
qualified Secretaries and that suitable
qualifications for such Secretaries should be
prescribed by the Government. They
further obssrved that the qualification
should include passing of an examination
conducted by the Government on. all-India
basis and training in the corporate sector..."

This is an important recommendation about
the qualifications being prescribed and also
that they should appear in an examination on
all-India basis. But I do not find that the
Government has taken the power to prescribe
the same. It does not provide the prescribed
qualifications as recommended by the
Administrative Reforms Commission.

There are two aspects of it.  Firstly, I find from
the self-contained scheme under clause 6 of this
Bill that  the certificate will be issued by the
Council for those who practise and  who are
eligible and who have qualified. Then, Sir,
there are other provisions how the Council will
be constituted. Bui the most important provision
ig about the functions of this Council. The
dutie, and functions of the Council are contained
in sub-clause (2) »f clause 15. Then, Sir, it is
provided in clause 17 that the Council shall con-
stitute from amongst it, members an
Executive Committee, a Disciplinary
Committee and an Examination . Committee.
Sir, earlier it was found that the Companies
were appointing from among their own relatives
an* the Secretaries'’ main job was executive.
Certain restrictions were necessary. In order to
have professional people  properly trained
it  is also necessary that it should not be under
the Government control When academic bodies
are thee doing all these jobs, I fail to
understand why  a new institution is required
to be constituted by law. Sir, the All-India
Medical Council is there. But medical
education is not conducted bv the All-India
Medical Council. It is done by Universities.
Medical colleges are
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there.  Technology and Science subjects are
being taught by Universities and institutions
affiliated to Universities. Not only that. Now
Business Management Courses are being
conducted by Universities. The Bombay
University, the Ahmedabad University and
the Calcutta University have got Degree
Courses in Business Management and
examintions are conducted by Universities. 1
fail to understand whether this aspect has been
examined by the Minister or not. When
Universities can conduct examinations 'for
law, when Company Law is one of the
subjects taught in Law Colleges, when
examination is conducted by the Medical
Council, and so on, why Company Secretary's
Training Courses cannot be taken up by
various  Universities in India? And why
are the universities completely  excluded for
the training of this? This creates a doubt thpt
the Government wants to control the company
through secretaries. If the secretaries
are to be trained in a particular manner
by the Government, then certainly it will have
its own way because they will also be
financing the company and they will have a
more say. Sir, the Government has taken
power by another provision which is nowhere
else.  That power is, if the direction is given
by the Government, thon it must be
followed by the Council. And if it doe; not
follow, then under clause 35, the Council can
be dissolved and fche Government esn
appoint someu body *s an administrator or a
receiver.

Therefore, Sir, my first submission to the
Minister is that this aspect of conducting this
examination by the univei'sitie; should be
seriously examined so that these facilities pre
available in a decentralised way. You have got
the company secretary's training course only
at Delhi. I don't think this Council is going to
have centres all over India to provide the
training prolamine. Therefore, Sir, the
university medium, whether it may b= a
suitable medium for conducting the
examination should be seriously considered.
Even on this,
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in the Council's constitution, there is no
provision that th, university nominees will be
there. Th, Government nominees are there.
There are no people's representatives on the
Council, either the MLAs or the MPs. 7 would
like to know from the hon. Minister why the
university nominees are excluded from the
constitution of the Council which merely says
that certain nominees of the Government will
be there.

Then, Sir, there is the Examination Committee.
Now the curses are conducted by the Government
and the diplomas are given. Ultimately the
University  Grants Commission  is there and
the universities also grant degrees. And whether
these courses will be approved by the universities
and the University Grants Commission is also
an important  question because, without that,
they will not be able to get the pay scales which
are  contemplated  in the disciplines of the
university cadre. Therefore, Sir, the second
submission which I would like to make to the
hon. Minister i that in the Examination Com-
mittee also, the facilitie, of the universities,
specially for law and econo-| mies should be
associated so that this oa, have an academic
independence, and academically the examination
can really be said to be on par with the university
examinations.

Sir, there are two or three other pointg
which 1T would like to men-' tion briefly.
Otherwise, this  Bill is of a type which requires a
little comment on different aspects.  Sir, under
clause 33, there is a provision that the employees
of the dissolved company will be taken and given
employment  in the newly constituted
Institute. 1 would like to know whether those
employees will get the seniority and whether
their seniority and length of service is protected in
giving  them employment under clause 33
because clause 33 itself does not say anything in
this matter. ~ Sir, the other thing which I would
like to mention here is that there is no
participation in the Examination
Committee or the different Commit-
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[Shri S. W. Dhabe]

tees constituted by the Council of the staff
who will be conducting these courses, who
will be working as lecturers. ' And I would
like to know from the hon. Minister whether
the staff, the professors or the lecturers, will
be employed for the training programme and
will be associated with the Examination
Committee. And in making the rules, this
aspect of the question will have to be taken
into consideration.

Lastly, Sir, I would like to refer to some of
the provisions made here, specially clause
35. Clause 35 says: "Th, Central
Government may, from time to time, issue such
directions to th, Council as in the opinion of the
Central Government are conducive to the
fulfilment of the objects of this Act and in the
discharge of its functions, the Council shall be
bound to carry out any such directions." Then,
Sir, it has been provided that if, in the
opinion of th, Central Government, the
Council has persistently committed default in
giving effect to the directions issued under
this section, the Central Government may
dissolve the Council, and pending the
constitution of a new Council in accordance
with the provisions of this Act, .an authorise
any person or body of persons to take over
the management pf the affairs of  the
Institute and to exercise such functions as may
be specified in this behalf by ~ the  Central
Government. [ think the whole provision of
this clause 35 is a negation of the democratic
working of an institution and to dissolve it
and appoint an administrator will not be
conducive if really this institution is to be
developed as an academic body and for
training purposes. Therefore, I say, this clause
35 may be deleted or he may give an assurance
that this power will not be exercised by the
Government. Thank you.

SHRIMATI SUSHILA SHANKAR
ADIVAREKAR (Maharashtra); Mr. Vice-
Chahrman,  Sir, the Company
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Secretaries Bill has come not a day too early
and will go a long way in adding to the
efficiency of the corporate sector in our
country and so I welcome thig Bill as it gives a
statutory body status to the Institute of
Company Secretaries, it is the need of the
hour to develop the essential manpower
required to man the corporate sector in the
most efficient and professional manner.

Sir, the hon. Minister has stated some few
days back in one of his speeches and I quote:
"That the two cardinal principles, namely,
profes-sionalisation of management and the
preparation of meaningful accounts hav,
formed the basis of many provisions of the
Companies Act and constitute a major
instrument of policy of the Government in
pursuit of the industrial policy". Sir, with this
as the main background, the Government
started holding examin-tions in Company
Sercetaryship in 1961, almost 20 years back.
And, now the profession of Company Secreta-
ries has come of age. The Department of
Company Affairs has nurtured the institute
well during its infancy and we should not now
hesitate to bestow a major status, if not
adulthood, to the institute. No doubt, Sir, the
Institute of Company Secretaries will be a
valuable addition to the Institute of Chartered
Accountants and the Institute of Cost and
Works Accountants ushering in the economic
democracy in the corporate world and also it
will help in curbing monopoly and restrictive
practices to a great extent.

Sir, it ig high time that we now have a new
generation of corporate sector service officers
whose primary loyalty should be to the
nation's socioeconomic ideals and not to the
dictates of the controlling management as we
have found that this does not take the country
to further progress that we require.

Sir, as the hon. Minister has very rightly
pointed out in one of his speeches that the
Government is basically deeply interested in
evolving
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a system of accounts which is adequate from
the point of view of shareholders and it is also
mentioned in the objectives of the Bill also.
Sir, here we have to safeguard the millions of
shareholders of small holdings who are
completely ignorant of the working and
actions of management. They are not
organised and their lone voice is not effective
at the managerial level

Sir, the hon. Minister should take another
point for his consideration and that is that the
Government hag not yet been able to regulate
and discipline the working of the accounts,
accountants and auditors serving the private
corporate sector and as far as my information
goes the prospective entrants to this
profession are subject to great hardship and
harassment to the point of humiliation by
certain organised elders in this field. So, the
hon. Minister shall also have to consider this
aspect of the matter by setting up an expert
committee to review i, great depth the entire
gamut of education of the corporate sector
service officials in order to do justice to fresh
entrants. During the last five years there has
been a tremendous spurt in the demand for
qualified company secretaries and as per the
statement of the President of the Institute of
Chartered Accountants the Government has
made increasing use of

the experts available. But I 4 p.M.
would like to know as to why

the companies located in the
backward areas are still unable to attract any
one of the few qualified Company Secretaries.
Is it because that the qualified persons'
expectations and their demands for perks are
much more than enjoyed by the Chief Exe-
cutive of the company. It is, therefore,
necessary that either the Government or the
Institute should operate a pool for the proper
placement of ttie services and fixation of
remuneration etc. It is impossible to have
control and free market to go hand in hand
together.

Sir, it is really distressing to know that the
management of the outgoing
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Institute of Company Secretaries is following
a slightly very narrow and irestrictive practice
in the name of jrigidity and hardening of the
curri-culam and examination standards. The
so-called seniors are trying to restrict the entry
of a number of freshly qualified persons. We
are fully aware that the economy and
corporate sector ar, expanding fast and there
is no dearth of availability of employment
opportunities. It is also very necessary to draw
a line that those whose duty is to watch over
the working of the institute should not be
allowed to align themselves with the vested
interests and for that purpose, I would like to -
suggest that the hon. Minister should consider
that permanent cadre officers of the
Government even when they are qualified
Company Secretaries, should not be allowed
to contest an elective position in the new insti-
tute. Equal care should also be taken while
selecting the representatives of  the
Government to be on the governing body of
the new Institute for maintaining quality and
high standards.

Another point is regarding the officers and
the employees of the Institute that they should
not b, allowed to have private consultancy
because the very fact, that they have their
private consultancy, defeats the very purpose
of the services for which they are supposed to
work.

Sir, the hon. Minister should also consider
that the Department of Company Affair, has
not imposed any cost audit and social audit on
this new Institute, i would like to request, the
hon. Minister—everytime we say that charity
begins at home—that the Institute should set
an example by having cost and social audit as
part of its functioning and should not try to
skip it. It is a well-accepted fact that the
fastest and the surest way of achieving the
necessary changes of directions is through the
students community. But look, what treatment
the students community gets. To quote one
example only, I would point out that the
students are asked to pay
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[Shrimati  Sushila Shankar Adi-
varekar].

exorbitant rates for the journals while the
enrolled members are getting the
publications almost free of cost. If the
students have to pay anything more than
the subscribed rate, let alone the
concessional rate, it tenta-mounts to our
profiteering at the cost of the students. I
would request the hon. Minister to look
into it and if there is any such practice, it
should be stopped immediately. Th,
students —a majority of them—being the
un. employed youth, should be given the
maximum assistance rather than they
should be exploited.

Directorate of Studies has not been
able to build up good faculty for the
correspondence and other courses. Much
more is to be achieved in this dusction
also and much more is to be improved
upon also in this field. I would request
the hon. Minister to give a second look to
these studies and the correspondence
courses. It may also be desirable that the
Central Government be empowered to
nominate one person to be the member of
the Institute to have some control and to
keep liaison with it. There should also be
separate schedule bringing out the
functions and the duties of the Company
Secretary a« envisaged by the Companies
Act of 1956.

With these few suggestions and few
*bservations, I am sure this Bill will add
to the efficiency of the corporate sector in
the country. I congratulate the hon.
Minister for his one more <tep in the right
direction.
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"every person belonging to any of th,
classes mentioned in clauses (c), (d) and (e) o
sub-section (1) shall , have his name entered
in the Reg s-ter on application being made and
granted in the prescribed manner and o
payment of prescribed en-terance fee, which|
shall not exceed four hundred rupees in any|
case"
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'any person who immediately before the
commencement of this Act was an
Associate or a Fellow (including an
Honorary Fellow) of the dissolved
company.'

'any person who is a holder of the

Diploma in Company Secretaryship
awarded by the Government of India;'

mE g (A7) 7 fam d——

'Any person who has passed the
examinations conducted by the dissolved
company and has completed training either
as specified by the dissolved company or as
prescribed by the Council, except any such
person who is not a permanent resident of
India;'
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¥ atar w4 ? g, afem w99 4 gw
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# 1 FTA W AR AR A qv @ g
ST HATTH AAZT T ATHA 7 AT FATAT
FTAA TAAT & AZ | AT AT (AT AAT
2\ ATTTHEAT AT FT 4G9 AT 2,
AN FT TAT ZIAT S AT AIAT A TAHT
maA fwar @ 20 FfaEt & &@nr
TUA TN AT FT AFAT BT 0 HAT
W ow A wedr # fE T fEe
qigd 7T TEA F | AE gE-gfaan
0¥, SE-ErE 4T, WA AT &
FAT FUAT qiIr G9T &= FIAT 2
fazerr wgrersr & w7 SiF w9 AW
AT Fo7 F7 FL A FALT T AT IFE
AT G W AEN T @l THET 9T
T FTOAT T fanmE w1 R w
g WIT ag @ A FAr § oA
forer fwrr % e sigd &, AT WML
AT Ffezator At Y AT w1 FH
FIAT, GHT AT AT T g 7 e,
a1 wzmal gAT @ 7ae faafeaa
FAT ATEA & A1 Ry fam 6 geEe
FEAT g, fawmr ot wwas FATEnT |
faaa ot s arE AT TfEd oA
HTTR FTH G ATE TZA AT, aH AN S
THET 2 fAvEAE wE FTT S
U1 w9 SATHRGT F A9 SH AW §
AT 1 FATT W AT 21 FA |
SHRI SYED SIBTE RAZI (Uttar
Pradesh): Mr. Vice-Chairman, it is my
pleasure to say a few words in support of this

Bill which has been brought by our hon.
Minister of Law.

Before going into the details, I would like
to draw the attention of the Minister to the
fact that when the Companies Bill was
brought in Parliament in 1956 it was said that
one of the basic concepts recognised by the
Companies Bill was that the affairs of the
companies encompass not only the interests
of the share-holders and the management but
also the interests of the workers, the con-
sumers and the community at large. And, I
feel and am confident that it is in this spirit
that the Gov-
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ernment in power has brought this Bill in
connection with the regulation, development
and control of the Company Secretaries'
profession.

Mr. Vice-Chairman, we are having a
planned economy ,nd we have not been very
much prejudiced against the private sector or
the corporate sector. When we talk about the
planned economy, we cannot ignore the
importance of the corporate sector which is
being run in this country. Mr. Vice-Chairman,
the Government itself is in competition with
the corporate sector, the private sector as well
as the public sector. For the achievement of
the objectives I mentioned in the beginning of
my submission, Mr. Vice-Chairman, we have
to see that the sole objective of the private
sector as well as the public sector should be
not only to earn profit.

But a consciousness about the social
responsibilities has to be developed, a
consciousness that the interest of the people is
to be watched in the joint stock companies or
in the corporate sector. (Mr. Vice-Chairman,
previously, in the old days, there was the
barter exchange system. People were
exchanging things among one another. Slowly
it developed and we saw the sole proprietor
system. Afterwards there was further deve-
lopment in commerce and we found the
partnership system. But late' it was felt that
the partnership system was also not very suffi-
cient and now a system of joint stock
companies has been evolved where the
producer is someone, the consumer is
someone els, and there are so many persons
whose interests are involved. And a few per-
sons are selected . elected to watch the
interests of others. Tn" this connection the
decision to give stautory recognition to the
Institute of Com pany Secretaries is a laudable
effort Sir, professional management is the dire
need of the time. We have vast experience of
professional management in the corporate
sector particularly. In the joint stock
companies, in public companies  and in
private
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companies,, ¢ hav. the experience of
chartered accountants. THe Institute or
Chartered Accountants has contri-outed a
lot in 1 joking after the affairs of the
shareholders by going snrough the accounts.
Next we have eeen the utility of tie Institute of
Cost mid Works Accountants. In 1953 or at
the very beginning of our independence,
we felt that in the corpo> rate sector  then:
must be some trained personnel, some
professional personnel who would know
about these things. As you know,
Mr. Vice-Chairman, the Company Law has
great importance i* the affairs of the corporate
sector, ir. joint stock companies, to keep a
v'atch upon the interests  of the shareholders.
And in the proper  implementation of  the
statutory provision; of the Company Law in
the' corporate sector, competent and trained
personnel will be of very  great use.  Now
the responsibility of a trained personnel or
a company secretary is not only”to look to the
interests of the = management; he has many

types of responsibilities towards the
workers, towards the shareholders,
towards the management, towards tb:

consumers and towards the common man.
Mr. Vice-Chairman, m, friend, Mr. Hukum
Deo Narain Yadav, said that there must be a
person who can get at the things and bring it
to the knowledge of the Government. I feel
that a company secretary is not going to a
company as a detective officer or as a sub-
Inspector of police. He has not only to see
things but h, has to help in keeping a watch
upon the interests of all the sections to which I
have referred. One of my friends askec why
universities or other colleges are not being
utilised for this very purjose and what is
the necessity to tring a separate statute
for company secretaries. My humble
submissin is that the problems before  the
company secretaries are not day-to-day
problems only, but they have to face
complex problems Of company law and
other  things. That is why they should
be given
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some special training, as to in which direction
they have to go and in which direction they
Have to see things. I feel that this institution
will greatly help in the efficient functioning of
the corporate sector as do our other similar
institutions, the Institute of Chartered
Accountants and the Institute of Costs and
Works Accountants. Ours is a developing
economy and we have to take the help of
these sectors. We have to bring ki their efforts
in order “ uplift the downtrodden, to bring
light to the ciark regions, to feed people who
are unfed and to clothe who are naked. There
has to be a joint fight against the economic
inequalities. Whether it is public secto, or it is
private sector, we have to view things in that
perspective. If in any sector we find that this
feeling is lacking, we should make efforts to
create this feeling; it is a social responsibility.
This social consciousness should be
developed.

It is stated in this Bill that companies With
a capital or over Rs. 25 lakhs should have to
employ trained professional secretaries. My
humble submission to the honourable Minis-
ter here Ts that this ceiling should b, brought
clown to Rs. 10 lakhs and companies with a
capital of over Rs 10 lakhs also should have
trained secretaries. In this respect, I feel, the
Bill meets the needs of the time and it will
help in further smoothen-ing the working of
the corporate sector. I a,, sure this institution
will prove its worth in the coming years.

SHRI BHUPESH GUPTA (West Bengal):
Mr. Vice-Chairman, this is a. way a sequel
to, I believe, the Companies Act which was
passed in this House some twentyfour years
ago sponsored by Shri Chintamani Desh-
mukh, the then Finance Minister of the
country, T had the privilege of participating in
that discussion and this question of
secretaries which was created in the Bill
evoked considerable debate and discussion.
There were two schools of thought. One way
that in order t, weaken the grip of the
monopolists and others or their
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families, it would be better if we pro. vided
for this post of secretary. Others thought it
would make no material change to the
situation. I would make some submissions not
vividly recollecting what was discussed then
because my memory is not that sharp; but
nevertheless this aspect has to be borne in
mind, the purpose for which this institution or
this arrangement was made in the Companies
Act.

Some friends of the ruling party asked me:
Why do I always criticise the Government on
the floor of the House, and why, being a
senior Member, do I not give advice to them?
B, it far from me to give advice to the
honourable gentlemen, they are powerful.
They are a collection, if not a collective, and
they handle undoubtedly very important
affairs, financial and otherwise. (Interrup-
tions). Therefore, 1 would not gi*® advice to
them, though originally I thought when I
heard some of these things, I should say
something. It is only by way of an explanation
why I don't give advice but make some
observations. Prince Charles arrived here
yesterday. Nearly half a dozen Cabinet
Ministers went to the airport to receive him,
including Mr. A. P. Sharma, the Minister in
charge of Civil Aviation, that is to say, the
Indian Airlines also. Very good. First of all I
do not know why so many Ministers went
there—probably they had no other work to do
at that time. But anyway, that is not my point.
What depresses me and dissuades me from
coming out with any advice is this. When Shri
Rajiv Gandhi appeared at the airport, all of
them stood up—all Cabinet Ministers
including Mr. A. P. Sharma under whom Shri
Rajiv Gandhi works. Now, Sir, if we see such
things, do you think that I will feel like giving
advice? Suppose Pranab Babu, who is in
charge of Commerce Ministry, goes to receive
somebody at the airport. Now some official
work, ing under him—he may be the son of
somebody or the other, that is not the point—
in one of his undertakings
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appears at the airport, and Pranab Mukherjee
gets up in his seat to receive him...

SHRI HAREKRUSHNA MALLICK
(Orissa): He will never do it.

SHRI BHUPESH GUPTA: I will be very
happy if they deny and say that they did not
get up. There are Ministers here ,"d one of
them can say this.

THE LEADER OF THE HOUSE (SHRI
PRANAB MUKHERIJEE): One thing I can
tell you. Everybody was standing there and
nobody was sitting. So, where is the question
of getting up?

SHRI BHUPESH GUPTA: You have that
Bengali cleverness. Let us share that. Some
were sitting. These Cabinet Ministers were
sitting. What is surprising is, one could not
understand who was the Prince. That was
difficult to understand—whether Rajiv
Gandhi was the Prince or Charles was the
Prince. So, be a little careful so' that we have
some heart still left in us. Have you
understood, Mr. Law Minister?

THE VICE-CHAIRMAN (SHRI
BISHAMBHAR NATH PANDE): Please
come to the point.

SHRI BHUPESH GUPTA: This is a
friendly advice. This is a good advice to you.
Listen tp me some time. I am not criticising
you needlessly. I do not like that Personally I
have very good relations with most of you.

SHRI SYED SIBTE RAZI: Is the Raj
Kumar who came from Britain a Company
Secretary? What relevance has that got to
this Bill?

SHRI BHUPESH GUPTA: He is not a
Company Secretary. But he will visit the
British Companies. He is going to Dunlop.
We know it very well. But, he is not a
Company Secretary. He is a Prince. But who
is the Prince? We do not know it now a days.
Leave it at that.
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As I said I will make some suggestions. My
frknd here has spoken about the Company
Secretaryship You have spo'’km from your
point of view. I am not one of those who
would not seriously take what you have said.
1 appreciate whenever good points are made.
I would not dislike what ycu say simply
because you have intenupted me. You spoke,
this is good. Our experience is that it will not
work. Your* sentiments are good. You said
there should be change, there should be
trained officials, and so on. But that does not
work. The mEin thing is that we should
ensure workers' participation at all levels of
the management including policy formulation
of the concerned undertaking. These had been
debated. Even at that time it was suggested
But it was not accepted. Today we find it is
very essential. I do not say: Make over the
management to the workers be. cause under
this present society it cannot be done. But
involve them in the management. Let them
participate and share with them management
and executives the policy formulations,
decisions regarding matters of production,
labour relations, tech. nology, and all that. It
will be very useful. Then you will have a sort
of control. Now, Company Secretaries: You
are creating another set of bureaucrats,
another layer of bureaucracy; you have
created them. Now,

under this institution, we will have another set
of TAS officers. Now, an honourable Member
mentioned about the Chartered Accountants.
Yes. But you know very well, how some of
the Chartered Accountants behave in helping
in manipulation of accounts by others. Here
you are creating another set of bureaucrats
and they will go to the private sector. I am not
talking of manj of them, and I am not at the
moment talking of the public sector. They
will go there and they will be absorbed in the
system of management and willy-nilly they
will become a part of the companies in
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which they function. I will give you the
latest example.

Here, Sir, I would like Mr. Pranab
Mukherjee to note it. Now, the monopoly
houses should be disbanded, the
multinationals should be curbed, and the
remedy does not lie in putting trained
Secretaries there. They can be there. But I
want to tell you one thing. There are som,
Ministers—I do not want to name any
Minister here—and some high officials and
you can very well understand how they can
put in their pockets these Secretaries. You
know it very well. They know how to
manipulate these things. Sir, we thought some
change would be made. But what is
happening now? Corruption in the larg,
business houses, in the big business, has
grown manipulation .ven of law, the evasion
of Income-Tax, evasion of very regulatory
measures, excess production, excess capacity,
under-invoicing, oveT-invoicing—all these
things have increased and the black money
has also increased in the country over the
years, and these things have increased despite
the Companies Act, despite the MRTP Act.
Can it be denied? Nobody can deny it. There-
fore, some basic treatment, some radical
treatment, is needed.

Now, currently, one thing is happening.
Sir, when Mr. Charan Singh was in charge
01* the Finance Ministry, he directed the
company, M/s Hindustan Lever, to dilute
their share to 40 per cent. H, did it. And then
he said—I do not know why he said that—
that it should be done in two stages, that is,
by end of 1979 it should be brought down
from 65.5 per cent ty 51 pe, cent and then by
the end of 1980 it should be brought down to
40 per cent. That was the thing. In two stages
the dilution had to take place. You know how
the management is behaving? Some are
Indians there; maybe a Secretary is also
involved What ar, they doing Pranab Babu
should note this. You know what they are
doing? As I am speaking—kindly note this—
as I am speaking here, they are
canvassing
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and they know very well that they cannot
come to me. They are trying to find out
whether they can make out their case through
somebody else to me. But because they are
doing this I want to reveal this before this
House. But they know that this is a very
tough customer. I tell you they are doing it
and they know that the Government wants to
keep it at 51 per cent. And, Sir, today, in
answer to a question—there was a question
on this today—the Minister has said that
taking into account the advice given by the
Ministry of Law, this representation is under
the consideration o'f the Government in con-
sultation with the concerned Ministries and a
final decision would be taken later. This is in
reply to a question on the issue of dilution.
Sir, here is the Law Minister now. What
advice cur Law Minister has given, I do not
know. Would you divulge it here? This kind
of thing they are doing. Now, there are two
arguments by them.

They say that they are exporting. But, you
know, they are not exporting their products.
They buy the products from other sources and
export them and say that they are exporting as if
it is the export of their concern or firm.
Secondly, Sir, they are saying that they are using
J sophisticated technology. That again is false
and it is bogus plea, because that detergent ig
produced now in our country by iPCL. They can
produce it here and we are not dependent on
them. These two arguments fall to the ground.
They are now bluffing the Government. They
want to keep it at 51 per cent. It should be
rejected. They should be asked to bring down to
40 per cent by the .nd of this year, as originally
ordered. Why are they not doing so? My friend
has gone away. Where has he gone?

They are doing it because they think if the
share is diluted to 40 per cent or even to 49
per cent, the legal character of the company
will be changed. Then it will not be possible

1980 J Bill, 1980 270

for the Unilever in London to appoint the
Chairman and the Board of Directors. It will
no longer be possible for the company to do
so. If the dilution takes place, we will cease to
be a subsidiary and becom, an associate
subsidiary. They want such a little control
that India wants in national interest to be
frustrated. And for this the Englishmen have
not come here to canvass. Indians have come
from Hyderabad and other places to canvass
for this kind of lobby so that they are allowed
to retain 51 per cent equity. This is a serious
matter.

All T say, I gave you this latest example
because [ thought tomorrow morning if
something is reported, our gentleman will
know that we have told the Government and
our Minister will also think that the cat is out
of the bag already and he may take a better
decision.

Mr. Pranab Mukherjee is the Minister of
Commerce. He is not in charge of industry. 1
feel Mr. Chanana, our good friend, who used
to edit paper— does he do it now? I think he
does it even now—has gone wrofrg. He
T.hinks of giving concessions to monopolists
and have the production increased and price
brought down. What a fantastic trung? This
strategy and policy has failed everywhere in
the capitalist world. And still he is pursuing
that policy. I do not know why they are
giving so much concession everyday to th,
monopolists. And they are very happy. When
I read the speeches of company bosses,
whether of the Tatas or of the Birlas or of
similar other people, I find they are very
happy with this present Government because
they are getting very handsome concession.
And Mr. K. K. Birla claims to be almost a
part of the establishment in the household,
take it as you like, some important
household, he brags about it when some
statesmen asks Mr. Birla how close he is to
the Prime Minister, he smiles. That smil*
is
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[Shri Bhupesh Gupta] very significant.
Mr, Pranab Babu may not understand that
smile.

AN HON. MEMBER: He is also smiling.

SHRI BHUPESH GUPTA: But others
understand it. I say, this is a dangerous thing.
Therefore, 1 would like to give two or three
suggestions.

First of all, the Company law should be
reconsidered. We need comprehensive
amendments to the Companies Act which
was adopted i" 1956 in the ligh; of various
reports of the different Commissions and
Committees, including the Monopolies
Commission anc also our experience. These
changes vail not do.

Secondly, we need a determined policy to
see thit the monopoly control, under
whatever guise, on the industrial world is, to
begin with, drastically reduced and ultimately
eliminated. Todsy 43 per cent of the assets of
the prvate organised sector is accounted foi
by four monopoly houses. Compared to the
dawn of independence, when the Tatas and
the Birlas did not even have Rs. 150 crores of
the total assets, today their industrial assets
amount to more than Rs. 2000 crores. It is a
very serious matter. You cainot have any
control. Therefore, Sir, I want strong
measures agains; monopolists, multinationals
and the implementation of the existing
destrictive  laws.

And I would ask the Govern-5 P.M.
ment to go into the whole

question and bring forward another
set of laws in order to see that we do away,
within the framework _ as far as possible this
concentration of economic power etc. That is
all I would say. Beyond that, I do not wish to
say anything. This will not work very much.
You are creating another body of men. We
know that they will be swallowed by mono-
poly capital as it is swallowing up many big
officials, and some Ministers also, if I may
say so. Ifthey can
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swallow so many, well, you can understand
what happens. When you send these people
for training, you spend the money for their
training. (Time bell rings) Then they will be
swallowed by th, monopoly capital. This is all
I would like to say. Kindly take action against
the Uni.Lever and the Hindustan Lever.

SHRI SHIV SHANKAR: Mr. Vice-
Chairman', Sir, I am happy that the Bill, by
and large, has received the support from all
the sections of this House. Needless to say, in
an atmosphere of industrial development, the
importance of the corporate sector is
undoubted. And with the growth of the
corporate sector, the institution of Company
Secretaries assumes a great importance. This
Bill, in fact, meets a long-felt need, and the
Company Secretary, who is more in the
nature of a kingpin in the apparatus of the
corporate secVor has got to necessarily play a
great part. He is a fulcrum round whom the
management, the shareholders, the employees
of the corporate sector and also the
consumers have got to revolve. It is purely in
this background that the importance of this
institution cannot be denied.

Sir, as I had said earlier, in the two sister
institutions” namely that of the Chartered
Accountants and also the Cost Accountants,
enactments have been made. So far ag this
institution is concerned, the idea behind was
to entrust them with the required degree or
responsibility, to make them autonomous
within the parameters of the law, give them
the importance that they deserve so that a
proper growth of the corporate sector takes
place in this country.

Sir, T am aware that some criticism has
been mad, with reference to certain clauses. A
reply to the point made by Mr. Gupta need
not be given because his criticism has nothing
to do, in my submission, with the Bill that is
introduced here. One of my friends' referred
to the Statement
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of Objects and Reasons and recalled the
recommendations oi the Administrative
Reforms Commission who observed -the
desirability of encourage-ing the growth of
the profession of Company Secretaries as a
necessary adjunct for a more efficient
working of the corporate sector. H, has also
alluded to the recommendation of that
Commission and stated that the Commission
was of th, view that suitable qualifications for
such Secretaries should be prescribed by the
Government.

Referring to sub-clauses of clause 15 he felt
that we are departing from  the
recommendations  of ,th,  Administrative
Reforms Committee. If my friend were to read
in between the lines the purport and the
content of what the Administrative Reforms
Committee had recommended, he should be
satisfied that clause 15 answers his doubt.

What the Administrative Reforms
Committee had puggested was that the
qualifications of such secretaries

should be prescribed by the Govern, ment and
the Government could only prescribe it by
virtue of the rules and regulations;
qualifications could  not be incorporated in
the Act.  And it is precisely for this reason
that clause 15(1) (a) deals with the  power
to prescribed standards for, and conduct of,
examination for enrolment of the candidates,
and ‘o on. Likewise, subclause (c)  deals
with the qualifications. So, there should be
no apprehension that the recommendation
of the Administrative Reforms Committee is
sought to be bypassed in any form. One
aspect.which was stressed was g.s to how
in the case  of Medical Councils they do
not prescribe the qualifications, and the exa-
minations are carried out by the universities,
so why don't we proceed on the same lines?
The answer to this is  two-fold. Firstly,
perhaps my friend is aware that the Medical
Council itself prescribes the regulations
and also the qualifications, based  on which
the colleges are opened with a prior
sanction of the Medical Council; prescribed
courses are adopted. No doubt the apparatus
with reference
to holding the examination is left V'
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the university. But,  then, [l  the rest of
the work is done by the Me cal Council,
secondly, the sister institutions like the
Institute of Chartered Accountants and the
Institute of Co Accountants have a pattern' In
fact, it is triat pattern which was sought be
brought: into vogue in this Bill so that the
circle of the officers or tl authorities
connected with the corporate sector couid be
complete. Therefore, while it would not be
advisable to leave the entire matter to the uni-
versity for holding the examination, since
this is a diploma course. (Interruptions)

Bi/l; 1980

I think you can credit me with that much of
knowledge. <Therefore, having regard to
the other two sister institutions, if an
autonomous body is sought to be created,
which is statutory in nature, and if that
body is vested with the power to conduct the
process of examination, which is pure. I;
administrative in nature, be it the university or
be it a particular body which is a statutory
body like the Q in this Bill, I would submit, it
makes no difference at all.  The University,
my friend is aware, is also a product of a
statute. It is also a body which is the creation
of law.  Likewise, if the Institute of
Company Secretaries is created by virtue of
the law and if proper powers are vested in it
for I -purpose of holding, the  examination |
6*0 not see as to how it could be said that it is
a  departure from the common accepted
principle of law.

jOne argument that has been addressed is
with reference to Clause 35. More than one
hon. Members alluded to this and short of
saying that the clause is draconian. they have
gone o, record to say that it is an all powerful
clause which vests unweild-ed power in the
Government to issue directions. But what is
lost sight of is the content of the clause itself.
Perhaps, what is not looked into by the hon.
Members who are addressing the argument
with reference to Clause 35 is that the power
of the Central Government to issue directions
Is also limited. It is paraphrased by the
expression 'conducive to the fulfilment
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[Shri Shiv Shanker]

of the objects of the Act'. The direc. tions
could not be anything. Directions have to be
necessarily such as would subserve the
interests of the objects of the Act and if such
directions are violated, the concomitant result
automatically should be and which is
provided in sub-clause (3)...

SHRI BHUPESH GUPTA: Nothing will
happen.

SHRI SHIV SHANKAR; My -friends are
aware, particularly those who are making the
passing remarks, that in all the enactments
where the statutory bodies are created,
including the Municipal Corporations Act
which are prevailing i, all the States and
which ;aws have been enacted by the respec-
tive legislatures of the States, power to issue
directions is inherent in those enactments.
After all, the State Government cannot
denude itself of the power which it has and
which power s from the various entries in the
Constitution for the purpose of framing the
law and also protecting those norities or the
bodies which are created by virtue of those
legislations and if such corporate bodies do
not subserve the interests of the enactments
and go far beyond the parameters of the
objectives set in the law that has been framed
by the legislatures, necessary directions have
got to issued by ;he supervening authority,
namely, the Government. It is purely from
that point of view and more to subserve the
interests and the objects of the Act that this
clause has been incorporated. If it is merely
put forth that power to. issue directions is
there, without alluding to the content of the
directions, i am sorry, the matter will not have
been properly appreciated. Therefore, in my
submission, Clause 35 advances the cause of
the object and interests of the enactment
itself. And in this perspective, one need not
necessarily get apprehensions which do not
exist either in the Bill itself Or otherwise.
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Sir, in the process of the debate, some of
the hon. Members have made very good
suggestions. I can assure them that these
suggestions would certainly be take, into
consideration at the appropriate stage. One
aspect which was raised was with reference to
the compulsory nature of the employment of
company secretaries in the corporate bodies
which have paid.up capital of Rs. 25 lakhs. A
question had been asked why this condition
should not be imposed also with reference to
other corporate bodies which have a paid-up
capital of less than Rs. 25 lakhs In consi-
dering this matter we should adopt a
pragmatic approach. If- it beco>-necessary
that with the growth of corporate sector,
instead of Rs. 25 lakhs of paid.up capital
being the exemption limit, it should be
reduced, it can be done. After all, it is , field
where the question of expertise is involved
The question is thai the salaries and
emoluments which are paid to them should
also be consistent with ' capacity to manage
an institution. If an institution is very small
and the appointment of the company secretary
is going to burden that institution, it will not
be fair and porper to impose the personality
of the company secretary on chat institution.
But 1 can assure the House that as and when
it becomes necessary and it it is that with the
growth of corporate sector, employment of
company secretaries should be made
compulsory even with reference to such
companies whose paid-up capital ig less than
Rs. 25 lakhs, this Government would not
shirk that responsibility.

I may also answer one other aspect about
the employment part. There is no doubt that
this is another specialist class whicli i
created. It is a known factor that as the days
are passing by, it is the world of specialists
more than the world of genera-lists and one
need not find fault with the specialists.
Having regard to complex nature of the
corporate sector and its development, if these
company secretaries who are trained in ,
particular aspect are employed a:nd if this
class is encouraged, I do not think
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we should in any way find fault with the system

itself. (Interruptions) 1 |would not like to go

further into the diverse aspects...

SHRI BHUPESH GUPTA; You should
say something about the Hindustan Lever.

SHRI SHIV SHANKAR: You would like
me to say anything under the sun. But I am
not prepared to do it. It is not my habit. You
can say anything on any subject. But I would
not like to be dragged into that.

SHRI BHUPESH GUPTA: But this is
relevant; control of the company.

SHRI SHIV SHANKAR: I thank the hon.
Members for generally supporting the Bill. T
commend the Bill fcr acceptance by the
House.

THE VICE-CHAIRMAN (SHRI
BISHAMBHAR NATH PANDE): Shri Shiv
Chandra Jha. He is not here. I will now put
his amendment to the vote of the House.

The question is:

"That the Bill to make provision t the
regulation and development of the
profession of Company Secretaries, as
passed by the Lok Sabha, be referred to a
Select Committee of the Rajya Sabha
consisting of the ""wing Members:

1. Shri Harekrushna Mallick

2. Shri Ram Lakhan Prasad
Gupta

3. Shri Hukumdeo
Yadav

4. Shri G. C. Bhattacharya

5. Prof. Ramlal Parikh.

with instructions to report by the first day
of the next Session of the Rajya Sabha."

Narayan

The motion was negatived.

THE VICE-CHAIRMAN (SHRI
BISHAMBHAR, NATH PANDE) : Now, the
question is:

"That the Bill to make provision for the
regulation and development
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1 the profession of Company Sec.
retaries, a-s passed by the Lok Sabha, be
taken into consideration."

The motion was adopted.

THE VICE-CHAIRMAN (SHRI
BISHAMBHAR NATH PANDE): We shall

now take up clause-by-clause consideration
of the Bill.

Clauses 2 to 39 were added o the Bill.

The First Schedule and the Second
Schedule were added to the Bill.

Clause 1, the Enacting Formula and the
Title were added to the Bill.

SHRI SHIV SHANKAR: Sir, I move:
"That the Bill be passed."

The question was put and the motion was
adopted.

MESSAGE FROM THE LOK SABHA

The Joint Committee of the Houses on
Offices of Profit

SECRETARY.GENERAL; Sir, I have to
report to the House the following message
received from the Lok Sabha, signed ijy the
Secretary of the Lok Sabha:—

"l am directed to inform Rajya. Sabha
that Lok Sabha at its sitting held on
Tuesday the 25th November 1980, adopted
the following motion:

'That a. Joint Committee of the
Houses to be called the Joint Com mittee
on Offices of Profit be constituted
consisting of fifteen members, ten from
this House and five from the Rajya
Sabha, who shall be elected from
amongst the members of each House in
accordance with the system of propor-
tional representation by mean

of
the single transferable veto-



