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[Shri Chandra Shekhar.] not within the 
purview of this Committee, and the only 
pretext again is that security matters are 
involved. I do not understand, if only 
administrative questions are to be looked 
after by this Committee, how security 
matters come in these defence under-
takings. Not only the defence under-
takings, a commission like the Khadi' 
Commission, the Employees' State 
Insurance, etc., these public undertakings 
are not within the purview of this 
Committee. I fail to understand the whole 
logic behind this category-making of the 
Government of India. 

Madam, I shall like to say a word again 
and it is that this Committee should not 
function as a fault-finding body of the 
pubiic undertakings. I totally agree with 
this recommendation of the Krishna 
Menon Committee and I shall request my 
hon. friend, Mr. Bhupesh Gupta, not to 
press Ins point though it is good. I know 
that people are suffering there, workers 
are being penalised, are being harassed, 
but if Parliament takes cognizance of 
every case, then we will be playing into 
the hands of those who say that 
Parliament should have no control over 
these public undertakings. Not only that, 
these officers, who do not want to take 
any initiative, who d'o not want to have 
any responsibility on their shoulders, 
well, they will have a lame excuse and 
they will begin to say that because 
Parliament is interfering too much, they 
are not going to do anything in these 
public undertakings, and this will give a 
handle to men like my friend, Shri 
Mishra, who will say that these public 
undertakings are devoid of all initiative, 
that they cannot be run on proper lines. 
So, Madam, I request that all the 
bickerings of the . past should go. I am 
happy that after all the Lok Sabha has 
come to the conclusion, and friends in the 
Rajya Sabha have also agreed, to work to-
gether in one committee. Let us consider 
all those constitutional complications on a 
future day, but now we must try to see 
that this Committee constituted by 
Parliament becomes a 

guiding star for the public undertakings 
and it formulates certain traditions that 
Parliament may have control over these 
public undertakings without killing any 
one's initiative and without killing its 
proper functioning in the field of industry 
and trade. 

Thank you, Madam. 

MOTION RE. REPORT ON 
WORKINGAND     

ADMINISTRATION OF    THE 
COMPANIES ACT, 1956 

SHRI BHUPESH GUPTA (West 
Bengal): Madam Deputy Chairman, 1 
move: 

"That the Sixth Annual Report on the 
working and administration of the 
Companies Act, 1956, for the year 
ended the 31st March, 1962, laid on the 
Table of the Rajya Sabha on the 5th 
March, 1963, be taken  into  
consideration." 

I am very sorry that our esteemed friend, 
Mr. Bhargava, is not here to move this 
particular motion and the task has fallen 
On me because I am a co-signatory to the 
notice that was given. 

Right at the beginning I should like to 
say something about the Company Law 
Administration and its future because 
today we are discussing it when we do not 
know exactly what is going to happen to 
the functions of the Company Law 
Administration. Recently you will have 
noted in the papers that the Government 
has decided to abolish the Company Law 
Ad. ministration as a separate entity and to 
remove some of its functions to the 
Ministry of Finance and set up a kind of 
Board, I believe, under the Revenue 
Department or some other department. 
This decision, after six years, was taken—I 
say this thing with full responsibility—
without the slightest reference either to the 
Minister in charge of the Company Law 
Administration or to the Company Law 
Administration, the   person    in 



 

charge of it, I believe, Shri D„ L. 
Mazumdar. In fact, those who have been 
running this thing for all these years were 
suddenly told by the Caoinet Secretary 
that the decision had been taken and the 
Company Law Administration, as it is 
constituted or is functioning, would be 
abolished and mac some of its functions 
would now be transferred to the Minis lry 
of Finance. The report is that our Finance 
Minister came to the conclusion that this 
arrangement was not good and he 
approached the Prime Minister and the 
Prime Minister okayed the scheme 
presented to him by the Finance 
Minister. I do not know whether it was 
done on an after-dinner occasion, as the 
Economic Weekly says, or before lunch 
or at some other time. But the fact re-
mains that it was done in this manner. 
This raisas certain important questions. 

Madam, we have been discussing such 
reports in this House for the last five 
years or s'o and we have been advancing 
certain suggestions with regard to the 
improvement of the work of the 
Company Law Administration. In fact, 
we have been pleading for more powers 
being given to the Company Law 
Administration and for strengthening the 
department so that it can, within the 
limitations . of the Companies Act, fulfil 
its function m a better way. Now without 
the slightest reference to Parliament or 
raising it in Parliament, suddenly the 
Government takes an arbitrary decision in 
this manner to abolish the department as 
a whole. Now as an entity all its functions 
will be gone. We should like to know 
why it was done in this manner. Are we 
not entitled to know from the 
Government what led the Government to 
think that a new arrangement has to be 
made and that this department has t'o be 
abolished? Now you will be surprised to 
hear that the Secretary of this Company 
Law Administration, Mr. D. L. 
Mazumdar, was asked to take up the 
Secretaryship of the Ministry of Works, 
Housing- and Rehabilitation suddenly by 
the Cabinet 

Secretary. Mr. Mazumdar happens to 
be one of the seniormost I.C.S. men. 
Weil, they are very fond of I.C.S. men 
—1 am not so fond of them—to have 
them for this kind of thing. But is 
Uiis the way you are going to run the 
administration? I ask. I do not 
have any brief for anybody. In fact, 
i have some criticisms to make about 
the functioning of the Company Law 
Administration. But is this how we 
are going to treat heads of depart 
ments when they have been entrusted 
by Parliament and by law certain 
very important responsibilities? I 
hope the Prime Minister will not 
come and say that he endorsed the 
scheme of the Finance Minister due to 
certain inadvertence or he was com 
placent to some suggestions. I hope 
he will not say such a thing. I 
hope he had gone into this question 
properly before taking the decision 
because I would not like any Minis 
ter to be all in all in the adminis 
tration and the Prime Minister 
suffering from certain inferiority 
complex. In matters 'of finance I 
must say that whenever the Finance 
Minister, Mr. Krishnamachari, 
approaches him, he thinks that is the last 
law in finance and, therefore, it is to be 
supported. I hope in this particular case it 
was not that kind of thing on the part of 
the Prime Minister of our country. 
Madam Deputy Chairman, we should 
like to know something about it. 

I understand a Bill, Companies Law 
(Amendment) Bill, where certain powers 
and so on are assigned, is coming. We 
shall discuss it on that occasion also. But 
tell us frankly what led you to abolish 
this department as an entity. Is it because 
big business has been demanding that 
such a department was not necessary 
because its functioning was more 
irritating to them than being useful, or is 
it because of some economic or some 
other considerations that this decision 
has been taken? We would like to know 
from the Government the exact position. 
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[Shri Bhupesh Gupta.] Madam Deputy     
Chairman,  having said   that,   let   me   
come to another rather important aspect 
before I  go on to criticising some features 
of the report. You    know    that under    the 
Companies Act there is provision for the 
appointment of Inspectors.    Here if you see 
in this review, only in two cases Inspectors 
have been appointed. Everybody knows that 
there are many more cases    in regard    to 
which Inspectors    should    be    appointed.    
The Government considered, I am told, in 
this period of administration 24 cases out of 
which 8 were brought forward from   the     
last   year.   The   current year    under    
review    had  only    16 cases    before    the 
Government,    and '  out    of   them    only    
in    two    cases Inspectors   under the 
Companies Act have been appointed.    Now 
I should like to know  how  these things  are 
done. 

Madam,    recently    after    a  lot of 
influence in Parliament, pressure and 
expression  of  public   opinion  outside in 
the country, an Inspector was appointed to 
investigate into the affairs of    the    five    
Dalmia-Jain    concerns under the 
Companes    Act.    The Inspector in 
questi'on to    be    appointed was Mr.  S.    
P.    Chopra,    the    well-known      
Chartered      Accountant    or 
Accountant, I am told, here in Delhi but 
even more influential    in    other ways.    
Now we do not   know   when the report 
will be coming.    We    are told next year 
it will    come.    But I should  like to 
know from  the  Government a few 
things.   In the case of Mr.  S. P.  Chopra 
the usual practice of giving fees was 
abandoned and he was appointed on a 
salary of Rs. 3,500 per month.   That is 
question   No. 1. Secondly, why in the    
case    of    Mr. Chopra has    a    daily    
allowance    of Rs. 180 per day has been 
sanctioned whereas in the case of gazetted 
officers in the highest rank this is not 
done? Is   it because Mr. Chopra  said    
that unless he gets a big suite and all that 
in the Regent Hotel in Bombay   he would 
not be able to   discharge    his functions,     
air-conditioning    facilities and all that?   
Is it not just to satisfy 

his  extravagant needs that the Government 
has waived the existing rules and 
sanctioned Rs. 180 per   day   as daily 
allowance?    Why in the case of Mr. 
Chopra again, I ask, an Inspector, an 
appointee of the Government under the 
Company Law, the   Government allowed    
him, while    he was in this job, to go 
abroad on private business, and whether it 
is not a fact that some Minister asked the 
Reserve Bank and other authorities to give 
him foreign exchange for private business?   
If so, how much foreign exchange had been 
sanctioned?   And did the Government 
consider,  before  they  sanctioned Mr. 
Chopra's private    tour    abroad,  that his  
absence from the country at this moment 
would be prejudicial    to the 
investigation—assuming  that  he   does it 
well—especially when ,  Parliament 
demanded     that   the     investigation 
should be quickened and    the report 
should be placed before them?    Why Mr. 
Chopra is being meted out    this favoured 
treatment, I should like to know from    
the    Government    here. Madam Deputy 
Chairman, I have got a document 
consisting of   five   pages containing a 
whole number of charges involving Mr. 
Chopra and a copy    of this has been sent 
t'o the Prime Minister, the Finance 
Minister and other important    authorities.    
May I know whether this has been 
examined by the  Special  Police 
Establishment    or other    investigating    
departments    In order to find out   
whether a person like Mr. Chopra should 
be appointed as an Inspector?    Whole 
numbers   of companies are given, details 
are given here,  involving him in all kinds    
of transactions   and   dealings   with   all 
kinds of companies and so    on.    All 
particu'ars are given, I do not   wish to 
read it because it will take time but I have 
full knowledge    that the document is in 
the possession  of the Prime Minister and 
the Finance Minister and other   Ministers 
and it   also went to the Ministry    of    
Commerce and Industry.    I would like to 
know what has happened or must we pub-
lish it or place it on the    Table    of the 
House after quoting?    You    can demand 
the placing of it under the 
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Rules but I  will read something    of it. 

AN HON. MEMBER:   Place it. 

SHRI BHUPESH GUPTA: I will come to 
that later. Therefore these are important 
questions. It is no use trying to get out of 
these things. Come and tell us what happened, 
what you think 'of this document which was 
supplied to important Ministers, including the 
Prime Minister. Therefore this is how the 
Company Law authorities function. When the 
Inspector is under shadow, when he behaves 
in this manner, am I to understand that such 
an Inspector will be discharging his 
responsibilities which have been entrusted to 
him in connection with the powerful Sahu-
Jain concerns or am I to suspect that 
something may be done, not in a proper way? 

THE MINISTER OF PLANNING AND 
MINISTER OF STATE IN THE MINISTRY OF 
FINANCE IN THE DEPARTMENT OF 
COORDINATION (SHRI B. R. BHAGAT): IS 
this a charge by you, this document you are 
mentioning? 

SHRI BHUPESH GUPTA: This is a letter 
which your Ministers, the Prime Minister and 
your Minister received. It is said that Mr. S. P. 
Chopra has made several defalcations—there 
are charges—of amounts belonging to the 
Companies listed below, in the capacity of 
liquidator and official receiver. Nine 
companies are mentioned. 

SHRI RAJENDRA PRATAP SINHA 
(Bihar):  Who has written the letter? 

SHRI BHUPESH GUPTA: Somebody. 

SHRI RAJENDRA PRATAP SINHA: You 
place it on the Table. Let us know. 

THE DEPUTY CHAIRMAN: We must 
know who has written. 

SHRI BHUPESH GUPTA: Nobody has 
written this letter. Some gentleman  .   .  . 

THE DEPUTY CHAIRMAN: Then give 
the name, or tell us that it is an anonymous 
one  •   .  . 

SHRI BHUPESH GUPTA: Name I do not 
want to divulge. (I-ntewup-tions). 

SHRI RAJENDRA PRATAP SINHA: You 
place it on the Table. If you are not placing it, 
give the name. 

SHRI BHUPESH GUPTA: The man does 
not want to divulge his name. I have 
forgotten the name. (Interruptions) . 

THE DEPUTY CHAIRMAN: It is not 
yours? 

SHRI BHUPESH GUPTA: Of course not. I 
have not written but whether the Prime 
Minister has received the document 
containing the words Contained in this 
particular document. That is all that I ask. 
Examine it on the face of it. Do not bother as 
to who has written. 

SHRI RAJENDRA PRATAP SINHA: If it 
is an anonymous complaint, how can we look 
into it? 

SHRI BHUPESH GUPTA; It is not 
anonymous but many anonymous complaints 
are also looked into. I do not divulge any 
more of it, because you are keen on laying it 
on the Table. 

SHRI RAJENDRA PRATAP SINHA; It is 
your document .   .   . 
SHRI BHUPESH GUPTA: I did not want but 

you wanted it. Mr. Sinha, do not bother about it 
any more. Let me proceed. Therefore we would 
like to know this. I will be very happy if these 
complaints anonymous or otherwise, are foun^ 
to be false but since they have been made to at 
least three important persons, they should be 
gone into and seen and many things come out 
through complaints sometimes, even i if you 
take them as anonymous com-|   plaints.   But a 
registered letter went. 
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[Shri Bhupesh Gupta.] 
Then if you read this report, it has 

hardiy any relation to what is happening 
in the business world of this country. I do 
not know what exactly we get from such 
reports. Our idea is entirely different. We 
expect something different from the 
report but.I do realise that the Company 
Law Administration functions under the 
limitations of the Companies Act and the 
powers delegated to the authorities under 
that Act. We are interested in weakening 
the concentration of economic power by 
preventing interlocking, subsidiary 
managing agencies, managing 
directorships forming in a particular way 
and also putting curbs on the offices of 
the Secretary and Treasurer—these two 
institutions have come in now. We would 
like to know to what extent the Company 
Law Administration have discharged 
their responsibility for weakening the 
concentration of economic power. We 
would also like to know how far the 
Administration has succeeded in 
encouraging the promotion of small and 
medium-scale industries rather than, what 
they call, giant industrial undertakings. It 
is necessary for us also to be assured of 
how the Company Law Administration 
had looked into the question of regional 
disparities and tried to remove regional 
disparities in the matter of location of 
industries. Then of course we would like 
to know, how the malpractices of all 
types are being fought or eliminated by 
the intervention of the Company Law 
Administration. I regret to say that we do 
not get much light from the report in any 
of these respects. That is partly due to the 
very law under which they function. Yet I 
would expect of them to go a little deep 
into the question and reorientate their 
methods of functioning because we, as 
laymen here, not as shareholders, are 
interested in protecting the interests of the 
shareholders—I do not know how many 
shares Mr. Sinha holds but I have none, I 
can tell you and I do not propose to hold 
any share at all.   Now we are interested 

not only in what is happening to the 
shareholders but also in the public. The 
public interest is uppermost in our minds 
here. Let us see some aspect of it. The 
Companies at work are 24,757 taking 
into account the public limited and 
private limited companies out of which 
5,999 are public limited companies and 
the rest, 18,658 are private limited 
companies respectively accounting for a 
paid-up capital of Rs. 933 crores in the 
case of public limited and Rs. 945-7 
crores in the case of private limited 
companies but we get only some 
indication of the grouping. The tendency 
seems to be that private limited 
companies are still having an upper hand. 
Concentration takes place through this 
and there you find big business houses 
and others trying to concentrate their 
economic power through the mechanism 
of promoting private limited companies. I 
am not taking into account here the 
private limited companies owned by the 
Government. In this period, we find that 
only there has been an increase between 
1957-58 and the year under review, 
1961-62 in the paid-up capital of the 
order of Rs. 855 crores taking all these 
companies into account. I would like to 
know how this increase has been made 
up. That is very important for us in order 
to understand the trends in our company 
development, in the development of our 
company finances. In the year under 
review, only 199 companies with an 
authorised capital of Rs. 179-20 crores 
were set up as public limited companies 
and 1,415 companies with a paid-up 
authorised capital of Rs. 145-67 crores 
came in the category of private limited 
companies. We have got a total 
authorised capital of Rs. 324-87 crores. 
Now these are mere statistics. We should 
like to know  the   break-up of   the   
different 
trends. Who are coming actually in the 
category of private limited companies 
and who are actually in the lead, apart 
from the Government, in the setting up 
of giant public limited 
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companies or taking a greater share in the 
public limited companies? It seems that in the 
year under review, 74 giant companies 
registered themselves with an authorised 
capital of Rs. 1 crore and above out of which 
only 17 were Government companies, 
although their authorised capital accounted for 
36 per cent, of the total. But we should like to 
know what has happened and who are these 
other people who own these 67 companies 
which are privately owned. If their authorised 
capital is not big proportionately to that of the 
Government-owned companies, that is 
understandable. But who are they and why are 
they being allowed to own these companies in 
this manner? That is another point to be 
known. 

Then again, Madam Deputy Chairman, I 
find that the old malpractices are still going 
on. As many as 1,055 special resolutions were 
passed in 505 companies for regularising the 
appointment of the Directors and their 
relatives to offices of profit and 32 per cent of 
those appointed as directors were in the 
category of those who receive a salary of Rs. 
1,000|-and more. It seems that the authorities 
have not been able to check this sort of thing. 
You will be surprised to hear that in the year 
under review, 661 directors employed 513 of 
their relatives to such managerial and other 
posts. Therefore, it seems that interlinking is 
taking place by bringing in relatives and what 
was done freely in broad daylight in the old 
days is now being done through the subterfuge 
of bringing in relatives and so on. And then, 
the director's pay is not checked. It seems that 
in a number of cases monthly salary is paid to 
the director, flouting the laws and the 
decisions of the Government And still the 
Government is maintaining this managing 
agency system and they have sanctioned 
managing agency in a number of cases. In the 
year under review they have sanctioned the 
managing agency to 63 out of a total 
applications of 75.   This is 

liberal treatment given to managing agents 
and one would expect that this would be 
checked. In fact, now the system of managing 
directors has also been coming up. As regards 
prosecutions, if you take into account their 
number, only 4,579 cases resulted in 
conviction, and surprisingly enough, the 
aggregate fine realised is , Rs. 3,13,245|- and 
I must say with shame that West Bengal leads 
in this matter and out of a total number of 
prosecutions of 2,663 West Bengal has the 
highest. We have there such a great Ministry 
with such a law and order position. They can 
arrest Communists in hundreds, but they 
cannot stop this kind of thing. Out of the total 
for all India as many as 661 prosecutions took 
place in West Bengal for Company Law 
violation. But then the average fine collected 
is only Rs. 47. 

SHRI RAJENDRA PRATAP SINHA: Were 
those prosecutions launched by the West 
Bengal Government or by the  Company  
Law  Administration? 

SHRI BHUPESH GUPTA: Well, I don't 
know, perhaps by both. It is immaterial to 
me, but the averbge fine collected is only Rs. 
471- which is nothing. What is Rs. 47/- to 
Mr. Mundhra and other such people who 
flout the law and get away by paying fine of 
Rs.  501-? 

Then again, in the matter of regional 
disparities I must point out a serious lacuna. 
In the Eastern Region as they call it i.e. West 
Bengal, Bihar, Orissa and Assam, 428 compa-
nies were started, but most of them were in 
West Bengal. Therefore, if you leave West 
Bengal, only 34 companies were there in the 
rest of the region, that is to say 34 companies 
in Orissa, Assam and Bihar. The con-
centration took place in West Bengal. 
Similarly in the Southern Region also. 
Therefore, this kind of a categorisation of the 
regions will do no good. We want to know 
how the various parts of the country are 
coming up, 



1289     Report on working      [ RAJYA SABHA ]        adminisiration of        1290 
and the Companies Act, 1956 

[Shri Bhupesh Gupta.] 
how states that are relatively backward in the 
matter of industries are coming up, and here 
again we do not get any satisfactory light from 
the Company Law Adminisiration Report. In 
the Report we find lots of pleas, full of 
helplessness, and page after page you read 
through this Report, you can find nothing else. 
It seems we can do nothing when the laws are 
being violated. We have drawn their attention 
to these violations of the law and to those who 
have violated the law. What prevented them 
from prosecuting them and getting them 
punished or from making suggestions for 
amending the law so that imprisonment can be 
provided for in cases where it is not so 
provided now? We do not get any such 
information from this Report. 

Then, Madam Deputy Chairman, I would 
like in this connection to mention certain other 
things. You will remember that some time 
back, to be exact, on the 19th March, 1963, I 
brought in the question of the Tara-porewala 
case with regard to defamation of the Telco 
shares. That was what I did. After that, what 
happened you know? It is good news. The 
Central Government intervened and 
prosecution has been started against Mr. 
Taraporewala and Mr. Damodara Reddy and 
others. It is all reported in the newspapers, in 
the Daily News. These are there very 
interesting things in these capers. I think this 
hon. House should know that we do good 
work. Now charges were framed against Mr. 
Damodara Reddy and Taraporewala. It has 
been done and we are told that it has been 
done on the initiative of Shri Lai Bahadur 
Shastri. It is a good thing. Let him do it and let 
these people be tried. For seven years this 
thing was pending and nothing was done till I 
produced copies from the original files and 
this shook the Government and the 
Government of Andhra Pradesh and the Chief 
Secretary and the Advocate General could not 
escape the arm of the law. But I should like to 
know what steps the Company Law 
Administration  took in such matters. 

Here again I am back to the files. I have got 
plenty of papers. Here is the report of 
Fergusson and Co., Chartered Accountants, 
Bombay and Deihi, sent to the ComptmLer 
and Audi tor-General of India, dated tne 29th 
October, 1960. This report, points out another 
case of defalcation by Mr. Taraporewala, 
Secretary of the Nizam's Charitable Funds, 
wnicn amount to Rs. 5 crores and the alleged 
misappropriation is to the tune of Rs. 7 lakhs, 
Rs. 6 lakhs from the National Engineering 
Company and Rs. 1 lakh from the Jagjit 
Cotton Mills Ltd. The complete information is 
there, everything is there, the whole thing is 
there. Now, will the Government study it? 
Now, don't ask me to lay it on the Table of the 
House, because it is an entire file and a big 
document with all the details, the 
correspondence between the officers, the 
report of the accountants, I mean the chartered 
accountants who were appointed by the 
Supreme Court. Under orders of the Supreme 
Court, chartered accountants were appointed 
and under orders the matters were examined 
and they came to the conclusion that 
defalcation had taken place, involving Rs. 7 
lakhs of a charity trust. They had been cheated 
and therefore the beneficiaries of this Trust 
have been cheated whoever they be. We 
would like to know what the Company Law 
Administration Department has been doing in 
this matter when there is cheating in con-
nection with a charitable fund. I would like to 
know whether another prosecution is going to 
be started against the person. On some other 
occasion I will have to read out the interesting 
material which I have got here. 

SHRI MULKA GOVINDA REDDY 
(Mysore): Why does not the hon. Member lay 
it on the table of the House? 

SHRI BHUPESH GUPTA: Now, don't take 
away all the papers from me. 

DIWAN CHAMAN LALL (Punjab): 
Madam, is it not the custom in this House,  
and of the other House that 
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whenever a particular document is referred 
to, it shou'd be and must be placed on the 
Table of the House? I request my hon. friend 
to do this now and follow the rule of the 
House. 

SHRI BHUPESH GUPTA: I would request 
my hon. friend Diwan Chaman Lall to 
remember that I have not read out anything 
from it. 

THE DEPUTY CHAIRMAN: He has not 
read out anything from it. 

SHRI BHUPESH GUPTA: I shall give it to 
my hon. friend, but I have not read out 
anything. 

DIWAN CHAMAN LALL: Madam, it is not 
necessary that he should have read out 
anything. If the hon. Member refers to any 
document   .   .   . 

SHRI BHUPESH GUPTA: No, no. That is 
not the rule. I only referred to it. 

DIWAN CHAMAN LALL: Will you please 
give way to me for one minute? I once 
referred to a document in the Central 
Legislature and I was called upon by the 
President of the Central Legislature at that 
time to place that document on the Table of 
the House which I did. 

SHRI BHUPESH GUPTA: Yes, Madam 
Deputy Chairman, I want to p'ace it, and not 
only read out from it. If you will kindly give 
me a little more time I shall read out the 
whole thing, and also place it on the Table of 
the House and make cyclo-sty'ed copies for 
hon. Members. But for the present I have not 
read anything from it. Only I wanted to bring 
to the attention of the Government the 
existence of this document, rather to refresh 
the memory of Government, because they 
probably know it. 

DIWAN CHAMAN LALL: The Gov-
ernment Minister is not the only person 
involved. Every Member of this  House   is   
involved. 

SHRI BHUPESH GUPTA: I entirely agree, 
but since I have got only one copy of the 
document, please do not try to take it away. 

DIWAN CHAMAN LALL: The hon. 
Member can refer to it and then place it on 
the Table of the House. 

SHRI BHUPESH GUPTA: That is all right. 
So far as that aspect of the matter is 
concerned, Diwan Chaman La!l is quite right. 
But I have not read anything from it. I knew 
my hon. friend was sitting here and he would 
demand it. I only wanted to refresh the 
memory of the Government. 

SHRI P. L. KUREEL URF TALIB: (Uttar 
Pradesh) j He cannot decline to place it on 
the Table just because he has got only one 
copy. 

THE DEPUTY CHAIRMAN: He has only 
referred to it, he has not read from it. 

SHRI BHUPESH GUPTA: Madam, if I am 
told; "you bring the Denning Report," I will 
not be in a position to do so. 

SHRI P. L. KUREEL URF TALIB: It will 
be of interest to many hon. Members in the 
House and so it should be placed on the Table 
of the House. Merely because the hon. 
Member has only one copy, he cannot refuse 
to do so. 

SHRI BHUPESH GUPTA: I am grateful to 
the hon. Members for the great interest being 
shown because I want Mr. Taraporewala to 
be hauled up on a separate charge also. 

For the present I have only refreshed the 
memory of the hon. Minister, assuming that 
he is in possession   .    .    . 
4 P.M. 

SHRI P. L. KUREEL URF TALIB: 
Madam, I wish to point that, the document 
should be placed on the   Table. 
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THE DEPUTY CHAIRMAN: He has not 
read from the document and it is not 
necessary to place it. Mr. Gupta, please wind 
up. (Interruption). You have taken more than 
half an hour are there are four or five more 
speakers.   The  time   is  very   limited. 

SHRI BHUPESH GUPTA: But the 
hon."Members are very fond of the 
document. 

SHRI P. L. KUREEL URF TALIB: But the 
hon. Member is very ungenerous.   It should 
not be so. 

SHRI BHUPESH GUPTA: Certainly, 
■ will show the document to him privately. 
Madam, as I said, after reading this Report, 
you do not get any idea as to what exactly is 
happening and we are discussing this after the 
monumental exposure of big business 
corruption which is contained in the Vivian 
Bose Commission's Report. After that Report, 
what we expected from the Company Law 
Administration was something more because 
our eyes had been opened. Mr. Vivian Bose 
went into the question and unfolded and 
exposed so many things. Are we to 
understand that such things are not taking 
place? Are we to understand that Sahu Jain 
concern was the only concern which was 
indulging in such malpractices and that others 
are not doing any such thing? I am surprised 
that even names were not mentioned. Why 
don't you mention the names of the 
companies? In Bengal, Madam Depaty 
Chairman, the daughter-in-law does not take 
the name of the elder brother of the husband. 
We call it bhasur in Bengali. Do I understand 
that some such practice is being followed that 
they cannot name those persons against whom 
they have to say something without naming 
them? The country is entitled to know which 
are the companies which are violating the 
provisions of the company law, which are 
cheating the public, defying Government. We 
are entitled to know the names and names 
should be given here. There is no justification 
for names not being mentioned. 

As far as profits are concerned, there is no 
control. I am finishing and towards the end, 
Would like to say that Hindustan Lever has 
been declaring a profit, after taxation, of 26 
per cent. Dunlop Rubber gave 20 per cent. 
Philips India Ltd. gave 21 per cent. These are 
all 1962 figures. The Metal Box Company of 
India gave 25 per cent and so this whole thing 
is going on. Different arrangements are being 
made through perquisites and other 
arrangements in order to take away the 'funds 
and enrich these people who run big business 
and so on. Here, they sanction foreign private 
participation in Government-owned concerns. 
That also should be stopped and I agree with 
Mr. Kasliwal when he made the point that no 
private participation should be allowed in the 
case of companies owned by the Government. 

Madam Deputy Chairman, I do not wish to 
say much. I feel a little confused and I must 
confess, disappointed by reading this Report. 
Although I say that the Department should be 
strengthened. I think the line of approach has 
to be entirely different. I think they are 
surrounded en all sides by people who know 
how to sabotage things but who do not know 
how to improve matters. That is why we find 
the particular treatment being given to a 
particular Inspector. Can't you find another 
Inspector from this whole country to be 
appointed as Inspector to go into the question 
of the Dalmia-Jain concerns? I should like to 
know what study the Compnay Law 
Administration has made of the Vivian Bose 
Commission's Report and what 
recommendations it proposes to make. We 
would have liked to know something about 
these. 

SHRI P. L. KUREEL URF TALIB: The 
hon. Member always repeats the same thing. 
It is a waste of time of the House. I would like 
to say that something should be done. All 
these are being repeated from beginning to 
end. 

THE DEPUTY CHAIRMAN:     He is 
winding up. 
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SHRI BHUPESH GUPTA:      Madam   1 
Deputy Chairman, I say     that    they   ' have 
net shed any light on what action they 
propose—it is no    repetition—in the light of 
the findings o'f the Vivian Bose Commission's 
Report. 

SHRI P. L. KUREEL URF TALIB: It is all 
the same thing. 

SHRI BHUPESH GUPTA: Same thing for 
him because of narrow mind. This is the first 
time I am saying. On the whole, it is 
unsatisfactory. I say that the Report is 
unsatisfactory. We do not know what will 
happen . . . 

SHRI LOKANATH MISRA (Orissa): If 
they straighten it up, the Congress treasury 
would be empty. 

SHRI BHUPESH GUPTA: We do not know 
what will happen to this Administration in the 
future. Let us wait for the Government to 
come out with its policy with regard to how it 
is going to manage and look after the 
companies. As matters stand, they are 
unsatisfactory. What was needed was 
improvement but we have been put into 
uncertainty again by the decision of the 
Finance Ministry, and * can tell Mr. Kureel 
that I have not repeated. 

The question was proposed. 
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SHRI DAHYABHAI     V.       PATEL 
(Gujarat):   Madam Deputy Chairman, the 
Annual Report on the working of the 
Companies Act for this year     is before us.   
I do not know whether this is the type of 
Report that is expected. We have a lot of 
figures, some of them no doubt useful, but 
some of them idle statistics, a5 I would like 
to call them. This type of Report is perhaps 
necessitated because of the increase   in the 
number of curbs on industry on   joint 
stock companies instead of something that 
could be very much simpler.     I would say 
that after the last war the feeling of the 
people in this country generally and of 
those     engaged in trade, commerce and 
industry shifted a little.   The background, 
the tradition, the religious tradition of this 
country vanished from their mind and   
greed for more and more money took 
control of them.   Whether this greed could 
be curbed only by legislation of this type is 
a matter on which there could     be two  
opinions.    The working of joint stock 
companies has come into prominence 
particularly after the investigation into the 
case of certain insurance companies and 
industrial undertakings controlled by a 
certain group     which my friend, Mr. 
Gupta, is so much     in the habit of naming 
that I will restrain myself and not name 
them. But is it right that for the fault of one 
or two people the whole industrial or 
mercantile community should be branded 
and subjected to law and restrictions of the 
type that we have been seeing in the last 
few years?   Granted, Madam, that in so 
many cases they have been justified, I do 
not know whether anybody would make 
bold to say that by far a large majority of 
industrialists     end businessmen of this 
country are     not honest and they could be 
made to behave only by regimentation and 
restrictions of the type that have been    in-
creasing. This Report reveals that industrial 
progress is     stagnant at 8:5 per cent 
during the last   decade     as against the 
estimate of 14 per cent. Is it not something 
about which Parliament and the country 
should think? We make big plans and we 
increase taxation in justification of 
fulfilling our objects as planned.   Here is a 
major 
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failure;   the industrial   production is 
stagnant at 8:5 per cent as     against 
estimated 14 per cent.    Similarly   we 
have failure in agricultural production 
but that is not the subject for discus 
sion today.   I fail to see anything   in 
this Report—and that is what 1 would 
have expected from the Company Law 
Administration—to guide    Parliament 
instead of giving these idle figures. It 
is my view, very often contended   by 
my friends on this side, that the nece 
ssity of giving more power for restri 
ction and curbs on insurance and other 
businesses has not been justified   and 
whatever has happened is because of 
the neglect of people like the Control 
ler of Insurance, perhaps in this case 
it may be the Registrar of Companies, 
who did not use the powers that     he 
already had.   Brought out by the large 
amount of propaganda that the insu 
rance companies are not managed well, 
the good and the bad were all nation 
alised at one stroke.   I am not feeling 
happy with the situation; there    are 
some people who may be.   With     the 
useful functions that life     insurance 
companies performed when they func 
tioned as private companies with due 
restrictions that the Government im 
posed   on   them  under  the  Insurance 
Act, they could have continued. Those 
that were not working properly could 
have been     pulled     up if we   had a 
Superintendent of Insurance who was 
alive to the situation, if he was a per 
son      who      was      sitting where 
• the       Head       Offices       of       these 
companies    were—a    major    lot    of 
them were   in Bombay   or   Calcutta 
and some of them in Delhi—instead of 
sitting in the heights     of     Simla all 
through the year.   That was our major 
failure.    I am wondering whether the 
restrictions that have come to be im 
posed on the working of     companies 
have not been in the same spirit; my 
feeling is that they are.   We received 
no statistics in the last few years that 
■ so many companies had to be pulled 
up, that there were irregularities   i» 
so many companies, that so many com 
panies were not properly managed. H 
the machinery of Government is suclt 
that one single case of maladmini^tra- 
I  tion or whatever you call it, mlsappw- 
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interlocking of funds took six years to 
investigate, if this is the way the Government 
functions, then it is rather that the 
Government needs to be corrected than the 
people who are in trade and industry who 
perform a very useful function in this country. 
They provide employment to a large section 
of the society,.,They increase production at a 
much faster rate than what Government can 
do. But they are out-beaten by the new 
leaders, the leaders of the labour unions, 
whether they be sitting on that side or on this 
side. It is their greed for more and more 
power which needs to be curbed as much as 
the greed of people who have wealth that is 
leading us to this. 

SHRI AKBAR ALI KHAN: (Andhra 
Pradesh): The Life Insurance Corporation is 
working satisfactorily. Facts and figures are 
there. 

SHRI DAHYABHAI V. PATEL: That is 
according to what you say. I say if the 
insurance business was working in the free 
spirit in which it was with punishment to those 
who were not working properly, things would 
have been better than what they are today. It is 
working as a monopoly. There are go many 
things inside that we do not know. They are 
excluded from the purview of the House and 
we cannot even ask questions about it because 
it is supposed to be a separate organisation. It 
is an independent corporation. That is the 
reply that I received when I tried to raise 
questions. Therefore, Madam, I can assure Mr. 
Akbar Ali Khan through you that there are 
many questions which are not satisfactory 
about that. I will not take up more time on that 
because that is not the subject before us today. 

I referred to the views of the labour unions. 
I should not be misunderstood. I am not 
against giving a fair deal to labour. Do give 
them a fair deal. I am not in favour of sweated 
labour. But I am also in favour of labour giv-
ing a d^v's honest work, for what they are 
paid. Are the employers of all companies by 
general standards in ihis country doing so? 
That is a matter 

of grave doubt. Administrative reports of this 
type should be able to tell us something on 
that subject also. We have had strikes not only 
in public undertakings and utility services) but 
in companies also—banks and insurance 
companies—whether they were justified or 
not.   Why? 

There are certain provisions which 
act as a disincentive t? increased in 
dustrial production. Why is the Re 
port silent on that? We have heard 
something about the new set-up that 
is proposed to be introduced with the 
integration of the Company Law De 
partment in the Finance Ministry. I 
do hot know, I am hesitant to say it, 
but I do feel that it can be useful. For 
one thing, if a person who wants to 
start a new industry, if a new entre 
preneur who wants to start a business 
has to go before one God, one Minist • 
or Secretary to the Ministry, for this 
licence, for his capital 
issue and all these things and perform "Arti" 
once instead of going to half a dozen places in 
Delhi and perform "Arti" and all that follows, 
along with it, perhaps it would help him in a 
large measure. Today it is not so. Even with 
the change that is there, it is not going to be 
quite so simple. There remains more than one 
department yet that existing companies have 
to deal with. 

1 am glad lor once that the Finance 
Ministry is going to look into the question of 
capital issues. I hope that includes the issue of 
new shares and bonus shares( so that being 
familiar with companies, subjects would be 
dealt with quickly.. 

Then, there is the question of registration 
fees which are too high in this country. This 
Report itself, I think,, has referred to what it is 
in England The Jenkins Committee Report 
says that in England it is £25. In this country 
for a company of Rs. 1 crore, which, is usual 
for a large industry, if not more, it is Rs. 9,000 
only as registration fees. The other ancillaries 
that go along with it are very much more.    Of 
course, how many times he 
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has to ciane to Delhi to get his sanction, how 
many departments he has to go to, al1 that is a 
different matter. Is this going to help the 
growth of industries? It is because of this that 
the industrial progress expected is not coming 
about. Levies of this type should be in 
proportion to the service mat is rendered to 
these companies. 

I am glad that the Report shows and I 
understand from people also that a certain 
type of service is being given to persons in 
industry. Guidance is being given about the 
rules, what compliance is required, what they 
should d:>, etc. But is it enough Is the cost of 
this not too high? If people who want to start 
industries at places where industries have to 
be developed, have to come all the way to 
Delhi to get this information and get guidance, 
is it not far too expensive? 

Within the last few years there is a 
considerable decrease in the number of private 
companies as against public ■compares. I am 
not quite sure whether this helps the industrial 
growth off the country. Private companies 
used to be, till the last Companies Act was 
passed, a sort of family concern managed by a 
few people on their own. It was given the 
shape of a limited com-panv for proper 
accounting. With the passing of the new 
Companies Act a few years ago, the 
proportion of these companies has gone down. 
In 1945 45 per cent of the total public com-
panies and 5 per cent of the total private 
companies, excluding banking and 
Government companies, were managed by 
managing agencies. In 1962-63, it i3 noticed 
that only 22 per cent of public companies and 
1"2 per ■cent of private companies were under 
the managerial control of managing agents. 
So, it is very clear that the managing agency 
system is declining. I am not very much 
enamoured of the managing agency system. It 
has certain ev'ls. I do not shut my eyes to 
them. But there is a certain amount of return 
that a person expects for the ini'iitive that he 
takos, -for the risk that he takes in starting an 
industry and it. is but natural that he should 

think that the benefit of all that     he does 
would continue to be in his group or in his 
family as long as they manage the system 
prjperly.   That being   the position, is this not a 
disincentive     to the progress of industry?    I 
look   at it from that point of view only.   If the 
managing agency system is bad, I do not want 
to defend it.   But there are certain 
advantages—the    drive^    the initiative that is 
there because of the reward that     the     
managing agency system brings to the people 
who start the industry.   There is a greater   in-
centive which is absent in the case of other 
companies,    i would have liked a report of this 
type to; give us some information on such 
matters.    I feel that the Company Law 
Administration Department should have the 
guidance of an independent   non-official   
Committee who understand business. Today all 
these are dominated on'y by officials. Some of 
our I.C.S.     officers are very able officers, but 
they have been trained to be administrators.    
They   have not got the background of 
commerce and industry, and that is why 
perhaps some of them have been too hard on 
these companies.    If there are people who are 
not intrinsically honest and if they want to take 
advantage of the law, it should be the function 
of Government to find them out     and deal 
with them.    But to make laws which are too 
hard for the formation     and growth of 
companies is  not doing a service to the country 
and it is therefore that the progress of new 
companies is slow in this country.    I would 
invite the attention of Government to the 
parallel in this case of what     is done in the 
United Kingdom, the Company Insurance 
Division in the Board of Trade.   Perhaps it is 
time that Gov-vernment gave some thought   to   
this matter on these lines.   The     Department 
of Company Law Administration should not 
only administer the Company Law. but it 
should be an inte^ grated   department  which   
looks   into the stock market     activities,     
capital market,   new   issues,   etc., and   that 
would be helpful to the growth      of industries, 
and I am hoping that with the ba^k^round of 
industry that     the new Finance Minister has, 
when'   this 
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has been integrated,  the outlook of the 
Department will be on these lines. 

There is a need for expert and ex-
peditious handling of matters instead of 
heavy Government routine and the 
official hierarchy that have been built up 
in the last few years in this Depart-mentk 
From that point of view I would consider 
this step to be in the right direction. For 
preventing malpractices I would suggest 
that an attempt should be made to 
apportion the blame for failures on two 
sides both on the side of the person who 
commits the offence and also on the type 
of the officials or officers who are paid by 
the Government and whose duty it is to 
look after this. It has become more and 
more the tendency to overlook that side 
completely. 
I have expressed myself very much 
against the type 0f regimentation that is 
going on.   I do not know whether the 
Company Law Administration has been 
used for that purpose or not    I would    
not     make     an    accusation straight-
way, but the general trend of the 
Government is moving in    that direction, 
and from that point of view I should like 
to point out how even industries  in  the  
public sector     are treated differently.   
We have the steel plants.   In the case of 
the Bhilai Steel Plant, for instance, the 
machinery was aPowed to be cleared on a 
novel, new procedure.   There were no 
delays in the Customs at the Port of 
Bombiy. It was something which was 
called the "note pass"    procedure, and the 
customs duty was   assessed very   much 
later after the goods had reaced their 
destination and paid.    It was not so in the 
case of   the other two   steel plants, also 
in the public sector   and managed by 
Government, because the deal was not 
Government to Government as in the case 
of Bhilai   It was a deal between 
Government and private companies, the 
suppliers    from abroad.   With   this great   
advantage that Bhilai started with, no 
wonder that Bhilai had been able to show 
a better performance.   But is that a true 
and accurate comparison  or is it an 

effort to show that the way in which things 
are done in Russia under Stat* management 
is the    better way    of doing things?   My 
feeling ia that the present attitude of the 
Government i» all in that direction.   I hope 
the Finance Minister is not doing this    also 
with that same objective in view.    I shall 
wait patiently for   a few  months, perhaps a 
year or two, to see whether it is so or not, 
because it would not be wise right now to 
pronounce anything on  this  until we have  
experience.    But the fact remains that the 
general policy of Government has been in 
that direction.    At least the Finance 
Minister with a business outlook and a 
business background should understand 
this, and he should exert himself to  remove    
the  curbs    that come in the way of people 
who want to start business, the delays that 
are irritating, that need costly journeys to 
Delhi and staying at the Asoka Hotel and 
entertaining officers and explaining to them 
their d'fflculties.    These should be 
eliminated if more peop'e are to start 
industries    M^dam, w« have heard so 
much about concentration of wealth, but 
wealth would be concentrated if persons 
who csn only do all these things are only in 
a position to start industries.    If a per'on 
has not got the means or cannot afford to 
come so often to D^lhi    and entertain the 
gods of Delhi, whether at the nrnisterial  
level     or at th» secretarial level, what hope 
has a man who wants to start a small 
industry? If we want a more rapid 
industrialisation, it is necessary to 
encourage the smaller businessmen much 
more, but I do not mean thereby that such 
curbs should be increased.    I wou'd expect 
the Company Law Administration to give 
us more information on this. ?nd that can 
onlv come if the Company Law 
Administration  is in  the hands of persona  
who    are familiar     w'th trade, commerce 
and indu~trv like the Board of Trade in the 
U-K. and not in Government service 

Smn MULKA GOVTNDA REDDY: 
Midam Deputy Chairman. I ris«j to offer 
some observations on the Sixtl* 
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administration of the Companies Act, 1956, 
for the year ending M^rch 31st 1962. 

[THE VICK-CHAIRMAN  (SHRI AKBAK ALI 
KHAN) in the Chair] 

This Report does not give a complete 
picture of the conditions prevailing in the 
industrial empires of big businessmen in our 
country.   It does not disclose the names of    
concerns against whom prosecutions have 
been launched.   I do not mean to say that 
the   Company    Law   Administration 
should always think of    prosecuting the 
erring managements of companies. But at 
the same time they should also see that the 
managements are given proper directions 
and training in adhering to the provisions of 
the Company Law.    It would have been 
better if the   Company   Law   
Administration, which    publishes    views    
and   notes, journal, supplies them to us 
also, and if the Reserve Bank bulletins are 
also supplied  to  us,  it    would    facilitate 
Members of Parliament to appreciate the 
working of the Department as well as the 
functioning of the industrial concerns in our 
country. 

There are 24,757 companies with a total 
paid-up capital of Rs. 1,879 cro-ras of 
which there are 5,999    public companies  
and  18,758  private    companies.    There 
are 154    Government companies whose 
paid-up capital totals Rs. 62T crores.   
And the total paid-up capital of the non-
Governmental companies is about Rs. 
1,252 crores. These companies play a very 
important role In the economy of our 
country.   It is therefore absolutely 
necessary that we should have proper 
control over the functioning of these 
industrial    concerns.   The other day, Shri 
Raghuna-tha Reddy, while moving his 
Resolution for the nationalisation of 
commercial banks told us. how 
interlocking of directorships takes place, 
how nearly 180 directors have about 1,600 
directorships in different industrial 
concerns and how the moneys or the 
deposits in these commercial banks are 
being utilised to further the private ends of 
these    directors    who    control    the 

management of  these big  industrial 
companies.    It is therefore absolutely clear 
that the power of these industrial  giants 
should be. immobilised firstly   by 
nationalising   these   commercial banks so 
that the deposits that are utilised now by 
these directors for enriching and for 
furthering theif own ends are cut short.   The 
other day it was said that some   of   the 
general insurance companies were not 
properly functioning and that Committees 
were set  up to examine the  working    of 
these   general   insurance   companies. Here 
also, the    premiums    that    are received  by 
these  general  insurance companies are uti 
ised for furthering the ends of the private 
industrialists. It is therefore  absolutely 
necessary that the    Government    should 
take steps of undertake the nationalisation of 
general     insurance     also.    These steps 
are absolutely necessary so that the large 
funds of the public   that flow into these 
commercial banks and the general insurance 
companies    are not utilised for the 
furthering of the industrial concerns of these 
big businessmen.    On the other hand, those 
funds should be utilised for the development 
of industries under the public sector. 

Mr.  Vice-Chairman,  it  is true  that some 
of the public undertakings have not shown 
proper profits and a proper scrutiny and 
proper control over these undertakings are 
absolutely necessary. But all the same, the 
private industries whdeh   control a big 
chunk   of   the industrial concerns    in    
our country should be properly 
administered   and there  should  be  
proper control  over tha    functioning  of  
these    concerns. They resort to all sorts of 
malpractices. It   was    pointed out    by    
Shri Biju Patnaik at the Jaipur Session,  
while speaking on the resolution on demo-
cracy    and    socialism,    that     nearly 
Rs.  3,000 crores of unaccounted    for 
money is there in the country  which is  
mainly  responsible  for    the    rise in 
prices    and for the other illeffects that the 
country is passing through. And most, of 
these industrial concents are responsible 
for indulging in such malpractices.    They 
indulge ia    the 
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evasion of taxes and some of them do 
maintain  double or  triple     accounts just 
to dupe the tax authorities and to evade 
taxes which otherwise they have to pay.   
The Vivian Bose Commission's Report has 
given us a clear picture of the working of 
the concerns that were under the control of 
the Dalmia-Jain Group.   It clearly shows 
that most of these big industrial empires do 
resort to all sorts of malpractices and the 
poor shareholders    are denied the benefit 
of the profits that they would naturally get 
if these concerns were    properly managed    
and controlled.    It is therefore    essential 
that the Government should go into the 
working of every one of the   big business 
concerns in the country, not because I am 
telling  that they indulge in such things but 
it is quite possible that most of these 
concerns    which have a big control over 
the industries of the country do resort to 
such malpractices, and also to allay any 
fears that they are doing such things, it is 
better that a Commission or a Committee 
or some inspectors are appointed to go into 
the working of    these concerns.   Why I 
am saying so is for this.    We have   
accepted a   socialist society as the goal 
and recently   the Congress Party, at its 
Jaipur session, has  accepted  that  concrete    
meaning should be given to the objectives 
of democracy   and    socialism  and    that 
people should realise the objectives of that 
society by  1976.    If that is the goal and  
objective,    and if we    are sincere that that 
should be realised, then proper control and 
stricter control over the functioning of the 
industries  is  absolutely   necessary.       
Mr Vice-Chairman, time has come when 
some of the basic industries and key 
industries, that are now being controlled by 
the private sector, will have to be 
nationalised if you want to realise the 
objective that we have all placed before 
ourselves.    The Company Law 
Administration deserves to be strengthened 
so that it can give a proper account of itself 
and also have a proper check and control 
over these  indus- 

tries.   As we all know, most of these 
industrial concerns  work for    more profit 
and still more profit, and social good is 
secondary consideration w^th them. It is 
not that they do not love their country. Yes, 
they do love their country; they do love 
their God; ihey do   love their flag and 
symbol;    but they love profit more than 
the country, more than the people with 
wham they have to live.   I therefore    feel 
that  a  curb  is   absolutely  necessary on 
the profits those industrial concerns make, 
and if we want to realise the socialist 
objective that we have placed before 
ourselves, we have got    to place a ceiling 
on the incomes of big business   men   who     
control     these big     industrial     
concerns.     Another point     I     would       
like     to     add is      that     these        
industrial      concerns,   thesi   big   
businessmen   have control over most of the    
industries; the shareholders will not have 
much say in the   administration of    these 
concerns, and most of the managing 
directors and managing agents    h-dd bulk   
shares   in  these  concerns.     At present  a  
director or a    shareholder who holds some 
• shares will hsve as many votes as the 
number of shares he holds in a particular 
concern, and the  director  or managing     
dJrcc.or who holds bulk shares in a 
particular concern  should  be  immobilised,     
so that he will not have the controll'ng 
authority, which he uses to have because he 
has got a good number of • shares in a 
particular concern.     The company law 
should be amended to see that such power 
that he is now exercising  is  not  there.    
The  Company Law Administration,  in     
their report, have given some useful sug-
gestions, which are to be implemented in 
the proper spirit    Now we read in the 
papers that the Company    Law 
Administration, which was  all     long 
under the Ministry  of Industry,     is being 
transferred to the Finance Ministry.    
Whether  by  this  new  set-up they are 
going to strengthen the Company  Law  
Administration,   or not,  I do not know.   
But I would ve^y murt welcome that this 
Company Law Administration     should    
be     properly 
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strengthened and particularly the re-
search section in the Company Law 
Administration should be given all 
encouragement, so that all the mal-
practices that are now prevailing in most 
of the industrial concerns is not there. 
They have given certain suggestions 
which I would like to read for the benefit 
of the Members of this House and for the 
Government to implement them. 

"This is not to say that the operative 
efficiency of the present administrative 
set-up cannot be further increased; on 
the contrary, there is much room, and 
indeed urgent need, for considerable 
improvement in this direction But that 
will call for substantia] investment in 
the high grade administrative and tech-
nical man-power of this Department, 
when the administrative and financial 
climate for such investment becomes 
more favourable." 

They have also stated: 
. "The major task of the Administration 
will be to bring home to the 
management of companies not only the 
essentially fiduciary nature of their 
responsibilities, but also to develop in 
them an active operational awareness 
of the central position which joint 
stock companies will increasingly 
occupy in a society, which is slowly 
but steadily becoming more and more 
urbanized and industrialized.**'There 
will be need for a much closer 
adjustment of the private ends of 
business with the legitimate purposes 
of society than has so far been 
achieved." 

And they have given some more 
suggestions which need to be imple-
mented 

■ 
"In this situation, the role of com-

pany law as an instrument for re-
gularising and rationalising the use of 
this power, in a manner which 
subserves the legitimate private ends 
of business and at the same time fulfils 
the essentia] social purposes of trade 
and industry, will become   
increasingly  important.*** 

At this stage, it is too early to say if 
any further measurable admini*-trative 
gain was registered during the year 
under report. It cannot, however, be 
overemphasized that in this, more than 
in any other field ot administration, 
ceaseless vigilance". ... 

These    words    "ceaseless      vigilance" 
should be marked. 

........."and  firm    but  continuous 
discriminating efforts can alone ensure 
steady progress—progress alike in 
raising the standards of corporate 
behaviour and in bringing about a 
much-needed adjustment between i the 
private ends of business and the rapidly 
growing and increasingly compelling 
social obligations of trade and industry. 
These qualities in administration are not 
easily invoked; their nurture and 
devalcp-ment offer a challenge to 
administration, which can be 
successfully taken up only if the high 
purpose of the task entrusted to the 
administration in this fi?ld is widely re-
cognized and appreciated and a11 

adequate and competant organisation is 
built up." 
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"We have received several com-

plaints, some justified, more unjusti-
fied, that the administration of Com-
pany Law Department and their-
Viceroys in different regions namely, 
1ihe Registrars of Companies, are 
interfering too much and at too many 
important and unimportant points thus, 
apart from anything else, causing 
serious diversion of the management, 
from the day to day business of the 
Companies." 

 
"Nobody, much less ourselves, even 

remotely suggest to them not to carry 
out their duties and obligations strictly 
and impartially, but to carry them with 
tact, understanding and sympathy is the 
need of the hour. Sitting in crystal 
towers and dispensing law in the right 
Mughal fashion, irrespective of what 
the judicial pronouncements have 
bt>en or what the canons of equity 
demand, is an attitude not in con-
formity with the Constitution and the 
Rule of Law to which our country is 
dedicated." 
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SHRI B. R. BHAGAT: Mr. Vice-

Chairman, Sir, I am grateful to the hon. 
House and the Members who have 
participated in this debate. The hon. 
Member who initiated this debate has 
referred to a number of points. Even from 
the questions this morning I .anticipated 
what matters he would be raising in this 
debate. I thought that hon. Members 
would utilise this opportunity for 
highlighting some of the important issues 
connected with this important 
Department but I was rather disappointed 
because although some of the Members 
raised some important points—and I 
would like to deal with thwm—a     
disproportionately     greater 

amount of time was spent by the hon. 
Member who is usually very know-
ledgeable and eloquent on matter* which 
are rather small, though he may think that 
they are big enough matters; he sPent 
more time over them. I wish he had spent 
a little more time on other important 
issues. Anyway, since he has raised them 
I would deal with them. 

Let me begin with his favourite theme 
of today, that is, Mr. Chopra. I do not 
know. He is not in the dock; there is 
allegation. He has been appointed an 
Inspector to enquire into the affairs of 
companies of a group about which hon. 
Members are all concerned and I think the 
appointment of an Inspector is not 
questioned ae such but the Inspector is 
being questioned. I do not know; the hon. 
Member may have some special 
fascination for him. I do not know him 
personally and 1 do not know much about 
him. Whatever he may be saying is right 
or wrong, I do not know but the facts that 
I have tried to gather do not show that the 
charges are so serious that they should be 
referred to here. For example, my friend 
has taken objection to his going abroad 
and sadd^ that the Government is rather 
solici- 

1 tous about his going out. Well, that is not 
a fact that way, although it is true 

; that he did ask the Company Law De-
partment that he wanted to go. And' what 
he needed was only a T' Form and not 
foreign exchange. He had' certain clients 
for whom he wanted to go and it was 
permissible. So what was done by the 
Department was— since he was 
connected with the Department as 
Adviser—only to forward his application. 
He was given a *P form and no foreign 
exchange was given and he has been 
granted clearance for, I think, about 25 or 
26 days. 

; That is the information that I have tried to 
gather hurriedly from the Reserve Bank. 
So I do not see why any hon. Member 
should take exception to his going when 
he is going in a perfectly legitimate way 
and for matters which are permissible 
even under the present strict law. 



 

Then he said he is charging a fee of Bs. 
3,500/- and Rs. 180/- daily allowance. The 
hon. Member perhaps does not know that 
comparatively the fees charged by auditors of 
his experience and repute are much more. Just 
for refreshing his memory I can say that Mr. 
Modi who was a Member of the Vivian Bose 
Commission and who worked for such a long 
time was charging Rs. 600/- a day for atten-
dance. 

Mr. Chopra, when he was working as 
auditor in the DVC, was given much more 
than what he is getting here. This is a 
Government appointment, but if you go into 
the private big companies and others, the 
charges of these auditors are very high. So, to 
say that the fee is very high   .   .   . 

SHRI BHUPESH GUPTA: Not fee, but 
salary. 

SHRI B. R. BHAGAT: It is a compromise. 
The change was more in our favour. He 
wanted Rs. 250 per hour. As a compromise he 
has been persuaded to agree to Rs. 3,500/-. 

SHRI BHUPESH GUPTA: Wonderful 
concession. 

SHRI DAHYABHAI V. PATEL: 
Socialistic pattern of society. 

SHRI BHUPESH GUPTA: If he had asked 
Rs. 1,000/ per hour, it would have been given. 

SHRI B. R. BHAGAT: You can see that 
money is not thrown at him, but efforts had 
been made to see that the fees were brought 
down to as reasonable a level as possible. I 
am stating a fact—that it is true that the fees 
in the private sector, whether they be auditors 
or others connected with the private sector, 
are high. As compared to that the 
remuneration given to Mr. Chopra is not very 
high. 

SHRI BHUPESH GUPTA: How many 
other Inspectors get that fee? 

SHRI B. R. BHAGAT: I do not have that 
figure just now. 

SHRI BHUPESH GUPTA: He is the only 
one to receive such a high fee. 
771 RS—7. 

SHRI B. R. BHAGAT: The other Inspectors 
also get it. I do not know. I cannot compare 
them with the others. I do not have the details. 
Then he asked: "Why only two Inspectors 
were appointed out of so many others?" 

SHRI BHUPESH GUPTA: In two 
cases. * 

SHRI B. R. BHAGAT: In two cases. I think 
he is familiar with the law, particularly with 
sections 235 and 237 of the Act. I presume he 
is usually a knowledgeable person, but 
Inspectors are not appointed as a matter of 
course. The requirements of law according to 
the two sections have got to be 'fulfilled 
strictly. There should be a prima facie case 
before an Inspector could be appointed. 
Merely because there are some allegations or 
some suspicions or some anonymous 
complaints made, we cannot appoint an 
Inspector. Then, the companies cannot work 
and cannot run well. I think the hon. Member 
will agree with me in this matter at least. The 
appointment of an Inspector is rather a serious 
matter and only where there are prima facie 
cases they can be appointed. That is the 
reason why such cases are few. There cannot 
be a general rule interfering in the affairs of 
company management. 

Then, he referred to private and public 
companies. He asked: "Which are these 
private companies?" He gave the impression 
that because there is a larger number of 
private companies being floated, probably the 
concentration of capital is more. I think that is 
what he meant. I could not follow him very 
clearly and I do not know, but he said some 
such thing. Well, I entirely agree with him on 
this matter. In spite of everything, 
concentration of wealth is there. We do not 
have any statistics and we have still to wait 
for the report of the Mahalanobis Committee 
which will give the general pattern of income 
distribution in this country. Like the hon. 
Member, I am also eagerly awaiting it, the 
Government is also eagerly awaiting it. Let us 
see, in a matter like this when everybody talks 
in his own way. The 
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[Shri B. R. Bhagat.] hon. Member 
talks about it in his own way and another 
hon. Member talks about it in a different 
way. 

SHRI BHUPESH GUPTA:    What is it? 
SHRI B. R. BHAGAT:    What I am saying 
is that we have appointed this Committee 
and we are awaiting their report, but 
generally I agree with the hon.   Member 
that there is a tendency for  concentration 
of capital in fewer and fewer hands.   The 
malady is there, but the remedies  are  
different.   But here, I think, the hon. 
Member is not correct when he is linking 
it with the formation of a large number of 
private companies.    In the very Report 
itself, very generally I am saying, if he 
sees that,  he will find  that  although the 
private    companies—as    the    amount 
increases, viz., companies above Rs. 10 
lakhs, companies above Rs. 20 lakhs, 
companies   above 40   lakhs, etc.,—are 
only described, for the purpose of this 
Report a big company or a large-sized 
company is that which has a capital of Rs. 
50 lakhs and above.    We call the other 
companies as small companies. 

SHRI BHUPESH GUPTA: Out of the 
74 companies dven among the public 
limited companies, 7 are Government 
companies, with a larger percentage of 
capital holding by Government, but 67 
are privately owned companies in the 
category of 'authorised capital one crore 
and more'. You can understand who are 
connected with them. 

SHRI B. R. BHAGAT: Not 7, say 70. I 
concede that. It is not so. It is more. What 
I am saying is that the number of private 
companies is the largest in the smaller 
group. For example, it is the largest in the 
one lakh group, companies with a capital 
of Rs. 1 lakh. Then come companies 
between Rs. 1 lakh and Rs. 5 lakhs. 
Below Rs. 10 lakhs capital 70 to 75 per 
cent, of the private companies come. 

SHRI BHUPESH GUPTA: How much 
of the authorised capital do they account 
for? 

SHRI B. R. BHAGAT: I am talking 
about the smaller companies. Even with 
their larger number, they will not account 
for as much capital as the few big 
companies. 

SHRI BHUPESH GUPTA; That is the 
point. 

SHRI B. R. BHAGAT:    I am    only 
saying that the very fact that there is a 
large number of private companies does 
not mean that concentration    of capital is 
there.   Of course, from the private 
companies you should exclude the 
Government companies.   They are giant 
companies in themselves.   They are 
private    companies    because   the 
President is the only shareholder.   Do not 
include them.   Although they are private 
companies, they are giant companies.    
For example, the   Hindustan Steel Limited 
are equal to many large-sized public 
companies in the private sector.    But the 
fact remains that the bigger companies are 
there because of the very nature of things.   
There are certain  enterprises.    Even    
according to our present policy, we   have   
left certain enterprises open to the private 
sector.   The basic industries or inter-
mediate industries are in the   public sector 
which call   for   a very    large capital.   
This goes to show that certain industries 
even in the private sector, which call for an 
investment of Rs. 10 crores or Rs. 15 
crores or Rs. 20 crores, like aluminium, 
rayon, special    steel, pig  iron  and    other    
tlhings,—which requires something like 
Rs. 5 to Rs. 10 crores for any company 
which goes in for   such   products   in   the    
private sector—have got to be large 
companies. It cannot be a small company. 
Therefore, in the very forces that are gene-
rating the economy, there is a certain 
tendency inherent in the economy that 
tends towards the formation of larger 
capital and to that extent there is con-
centration of capital in fewer hands. That 
problem is there.   But that is not the 
purpose of the debate just    now. We are 
debating certainly a different issue. 

Then,  the hon. Member said some-
thing regarding the   appointment   of 
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relatives and probably he said that this was the 
way in which interlocking of companies  took    
place.    The    Report gives a   fairly    
exhaustive    summary about that and it draws 
the attention of the House to this.   The fact 
remains that the law calls for a special resolu-
tion   in this respect.    It goes to show that    as 
it is, as you know,    because somebody is 
related to a director or to a    managing agent    
or the managing director, he cannot be 
appointed in any company.    That is the 
intention of the law.   The law is that, firstly 
incompetent people, just    because    they    are 
related to directors or managing agents or 
managing directors, should not ipso facto be 
appointed on the board or on salaries    which   
are     proportionately very    high.      
Therefore,      for      any remuneration      more    
than    Rs. 500, there    has    got    to    be    a    
special resolution,    so that the    shareholder 
knows whom he is appointing,    what sort of 
person he is. If he is a relation of the directors, 
much more so they can scrutinise it, and if he is 
paid more than Rs.  500/-, they    can go into it 
much more carefully.    If that is done and if 
the shareholders are alert    to their needs, their 
interests and their rights, I think the purpose of 
the law as it is fulfilled and I think the hon. 
Member should be satisfied    with it. The very 
fact that a large number of special  
resolutions—he  has  given     a number    of    
resolutions—have    been passed  by  these 
^companies   goes  to show that both in spirit 
and in law this provision is being adhered to. 

SHRI BHUPESH  GUPTA:  So    you are 
satisfied. 

SHRI B. R. BHAGAT: Then he said that the 
report has said about many things, many 
unsound practices listed. At the end of the 
report in Chapter XII it gives a number of 
unsound practices. They are typical cases 
illustrated to show what are the practices that 
are being indulged in company management. 
But the hon. Member is confusing that they are 
necessarily illegal practices. If they are 
indulging in certain illegal practices, well, the 
law will have to 

| take its course. In such cases names I may be 
given. But these are I tendencies which are 
unhealthy, unsound tendencies. Wherever it 
comes to the notice of the Company Law De-
partment in certain matters they try to curb it. 
But as it is, they are not empowered under the 
law to take action and much less to give names. 

SHRI BHUPESH GUPTA: Tn this report it 
is stated that certain investments were made 
without seeking the prior sanction 0f the 
Government, and sanction was sought only 
after the investments had been made. This 
was a clear violation of the provisions of the 
Companies Act. 

SHRI B. R. BHAGAT: It is said there also. I 
think the hon. Member reads one portion and 
does not read the other. It is said that he did it 
in a manner that did not attract the law. It is 
said in the report itself. Therefore, although it 
was considered unsound or unhealthy, it was 
not illegal. That is the reason why the 
Company Law Department tried to point out 
such cases and listed them in a particular 
Chapter, so that Parliament, the public and 
everybody concerned .   .   . 

SHRI BHUPESH GUPTA: Please see page 
40. It is said there: "A public company 
belonging to a well-known management 
group advanced a large sum free of interest to 
one of its directors and his relative without 
obtaining the approval of the Central 
Government under section 295." 

SHRI B. R. BHAGAT: I am sorry. That was 
Chapter XII giving some of the unsound 
practices. He is quoting something else. He 
has just left his point and gone over to 
somewhere else. I am talking about the point 
he has raised in Chapter Xn wherein are listed 
unsound practices, and we are not giving 
names. I am explaining '.his so that an 
informed public opinion should be created, 
and the House and the public should know 
some of the unhealthy tendencies that are 
coming up. The Department itself is trying to 
check them by indirect    pressure, by 
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[Shri B. R. Bhagat.] advice or some other 
method, because it has not got the power 
under the law, and it is not an illegal practice 
so that it is satisfied by merely bringing out 
the unhealthy and unsound trends in company 
management. That is the explanation I am 
giving. The hfin. Member has jumped to 
some other Chapter. 

Then I come to the question which he has 
raised about the Department itself, the recent 
transfer of the Department from the Ministry 
of Commerce and Industry to the Ministry of 
Finance in the Department of Revenue. I think 
the hon. Member forgets that this Department 
was originally in the Finance Ministry itself, 
and I had something to do with it right from 
its inception. For some reason it was 
transferred and as the Finance Minister said in 
the morning this question was before the 
Government, and nothing is static and no 
arrangement is fixed for all time to come. 
There are regroupings and re-arrangements, 
and it is the prerogative of the Prime Minister 
who does it. So, to say that it has been done 
suddenly or the Cabinet Secretary did it 
without consulting this gentleman or the other 
is to draw too much of a conclusion from this. 
What he should be concerned with is not A, B 
or C, he is not concerned with personalities. 
Let us judge it on merits. An arrangement hag 
been made, and he says you have abolished 
this Department. 

SHRI BHUPESH GUPTA: As an entity. 
SHRI B. R. BHAGAT: As an entity there is 

no Department now. Tt is in the Department 
of Revenue. He thinks that it is absolutely at 
variance with the wishes of the House which 
wanted this Department to be strengthened, 
and therefore he has come to the conclusion 
that there must be some influence of big 
business on the Government which has 
persuaded it to do so. I would plead with the 
hon. Member that all these inferences are not 
correct. The actions we have taken in these    
matters,    the Vivian 

Bose Report and the action we have taken on 
it, all these go *o show that wherever an 
infringement of the law takes place, we try to 
do our best. The point is, he may question the 
judgment that it should have been there and 
not in the Finance Ministry, but I say that the 
present arrangement will not weaken the 
Department. The Department as a whole has 
come here, and it is the intention of Gov-
ernment to create a Board of Company Law 
Administration. 

SHRI BHUPESH GUPTA: Then why did 
you ask Mr. D. L. Majumdar to leave it? 

SHRI B. R. BHAGAT: The Bill has been 
introduced in the House, and the hon. Member 
knows that it is provided in the Bill that there 
will be a Board of Company Law Adminis-
tration as we have the Central Board of 
Revenue and so on. The idea is that this 
Department should be strengthened instead of 
being weakened, so that it should be 
functioning as an active executive department. 
Even the Vivian Bose Commission said that 
allied matters should be transferred to this 
Department so that the Department must run 
in an integrated way. The Bill also gives 
power to the Government to transfer some 
subjects if the Government think that in the 
interests of better administration and in the 
interests of better company management this 
Department should be given the responsibility 
of administering allied subjects. That power 
has been taken in the Bill which has been 
introduced yesteday, and the intention is, by 
the creation of a Board, bv creating an 
integrated Department and by transferring to it 
allied subjects, the Department will be 
strengthened and the administration will be 
more and more streamlined. 

SHRI BHUPESH GUPTA: Who will be in 
charge of it? 

SHRI B. R. BHAGAT: There will be a 
Board under the Department. There will be a 
Chairman of the Board and it will be  suitably 
strengthened. 
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SHRT BHUPESH GUPTA: Who will be in 
charge: 

SHRI B. R. BHAGAT: The m-charge will 
be the Finance Minister. It will be in the 
Department of Revenue. 

Then the hon. Member said that there 
should be greater association of non-official 
bodies. I am surprised that the hon. Member 
should say about this because it is exactly 
what has been done in this matter. There have 
been not at one level but at various levels non-
officials advising on policy and other matters. 
For example, there is the Company Law 
Advisory Commission with a Chairman under 
the law itself. Certain matters are referred to 
it. Then there is a Advisory Committee on 
Company Secretaries. Then there is another 
Committee called the Technical Advisory 
Committee. Then there is the Advisory 
Committee on Company Secretaries in which 
non-officials are there. Then various other 
Committees are there. I can say that there are 
four or five such Committees. The Company 
Law Advisory Commission is one which 
under the law is a statutory Commission. It 
consists of non-officials. There is the 
Technical Advisory Committee with 
industrialists, lawyers, chartered accountants 
and others, and the hon Member will a?ree 
that there are non-officials on it Then there is 
the Research Programme Committee 
connected with Company matters. All are 
non-officials. There is the Advisory 
Committee on Company Secretaries; the 
majoritv are non-officials. There is the 
Advisory Committee on Management and 
Accountancy; all are non-officials. I think 
there is a plethora of non-officials. In this 
matter th° hon Member should not complain 
about this. 

SHRI DAHYABHAT V. PATEL: Is it. 
soino to be a body like the Board of Trade in 
England? I pointed out that there is a Board of 
Trade in England which absolutely consists of 
non-officials who look after these things. Is it 
going to be like that? 

SHRI B. R. BHAGAT: We have also a 
Board of Trade here. 

SHRI DAHYABHAl V. PATEL: Is the 
Board of Trade in charge of those things? 

SHRI B. R. BHAGAT: It functions in 
different spheres. It is not necessarily we 
should evolve the same pattern. He wanted 
the association of non-official people. We 
have here the association of non-official 
people at various levels; technical people, 
chartered accountants, lawyers, company 
secretaries,  and others. 

Then the hon. Member said about the low 
fines in West Bengal. 

SHRI BHUPESH GUPTA: Everywhere. 

SHRI B. R. BHAGAT: But he said about 
West Bengal also. He is sorry for it. 

I think it is true. Some time back, as you 
know, the courts took the view that the 
offences were technical offences and they 
imposed very nominal fines but due to a 
vigorous drive by the department for the 
proper and adequate prosecution and for 
presentation of its case, there has been a 
visible improvement in this regard in the past 
two or three years and most of the courts are 
now imposing adequate fines. Some courts 
are now imposing fines on a daily basis. This 
Report concerns 1961-62 but I am saying that 
the tendency is now reversed, and the courts 
are also alive to the seriousness .... 

SHRI BHUPESH GUPTA: The all-India 
average is five rupees. It seems that in 1956 it 
was Rs. 68. 

SHRI B. R. BHAGAT: I am speaking of the 
tendency after this Report. 

SHRI BHUPESH GUPTA: In 1959, it was 
Rs. 112; earlier it was Rs. 70. 

SHRI B. R. BHAGAT: Then he said that 
the Department should be adequately staffed 
by legal and other people.  I think     the 
Department     is 



 

[Shri B. R. Bhagat]. adequately staffed at 
the various State headquarters. And they take 
action if there is any lapse on the part of the 
companies in either submitting the annual 
report or in calling the annual general 
meeting or in preparing the balance sheets or 
the profit and loss accounts and various other 
matters. The Department takes quick actions 
and launches prosecutions as provided for in 
the law. 

I think, Sir, these are some of the points 
that were raised, and I have tried  .   .   . 

SHRI BHUPESH GUPTA: What about the 
Nizam's Charitable Trust? 

SHRI B. R. BHAGAT: I am sorry I do not 
have the details and I cannot touch that 
question here about the Taraporewala case. 

Then one Member said that there should be 
only Government auditors. This matter has 
been dealt with in the Vivian Bose 
Commission's Report also. They have pointed 
out the lapses on the part of the auditors. "We 
have now tried to take this matter up with the 
Institute of Chartered Accountants, who are 
trying to evolve a code of conduct for them. 
And this question whether this thing should be 
nationalised, whether there should be only 
auditors of the Government and no other, that 
was also gone into but it is the advice of the 
Institute of Chartered Accountants that on the 
balance of all considerations, it would not be 
wise to nationalise them and therefore for the 
present we are trying to create a better sense 
of discipline and for a code to be evolved for 
the auditors. 

The point was made that the auditors 
should be changed. I think it is just the 
reverse—they should not be changed too 
often. The law provides for it. If they are 
changed too often their independence is 
impaired. But there is a provision for 
changing them.   They have the sight to go to 

the meeting and explain things to the 
shareholders because it is in the interests of 
the management. If the auditor is not 
convenient to them, they might like to change 
him too often and that is why this tendency 
has to be curbed. The auditors have been 
given the right to 30 to the general meeting 
and to put their point of view before the 
shareholders but generally it is the practice 
not only here but all over the world that the 
auditors are not generally changed. 

Sir, these were some of the points that were 
raised. But I must end with one general point 
that it is not as if it is an unrealistic Report, 
we have tried to present a realistic Report. 
The hon. Member may find it unsatisfactory 
but from time to time we are trying to 
improve it. As he would see, even in six 
years, the law itself has undergone many 
changes and we have already come forward 
with another Bill for changing the Company 
Law. The Vivian Bose Commission has 
recommended a large number of changes in 
the Companies Act, and the Government is 
considering them. So, it is very much before 
our mind that the company managements 
should not only be sound and enlightened but 
also should serve the country's interests and 
not the interests of a few undesirable or un-
social-minded people. This is the policy of the 
Government and we will do everything. If a 
change in the law is necessary, we will coma 
to the House with it. If toning up of the 
administration is necessary, we will rame 
before the House. We are trying to do 
everything. As for improving the Report, if 
the hon. Member gives some constructive 
suggestions, we will do it. The law provides 
that we should give a realistic picture of the 
administration every year, and it is a realistic 
picture. We have tried to ffive as realistic a 
picture as possible but if there is any 
suggestion to improve it so that it could be 
satisfactory from the hon. Member's point 
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of  view,  we shall  certainly  consider that 
also. 

With these words, I conclude. 

THE V.ICE-CH AIRMAN (SHRI AKBAR 
ALI KHAN): Mr. Bhupesh Gupta. Please be 
brief. 

SHRI BHUPESH GUPTA: Yes, Sir. What is 
the use of discussing this Report very much? 
The Company Law Administrator is on leave, 
he had been asked to quit. Shri D. L. 
Mazumdar was given some alternative  .... 

SHRI B. R. BHAGAT: He will not come 
here. 

SHRI BHUPESH GUPTA: . . job in the 
Ministry of Works, Housing and 
Rehabilitation. 

SHRI B. R. BHAGAT: In any case, he is 
not coming here to reply to you. 

SHRI BHUPESH GUPTA: I am saying that 
you have disposed of the whole thing. We are 
in the midst of an obituary of an institution. 
Therefore, let us have that thing in mind. But 
some of the points need to be answered. That 
is all that I will do. 

Certainly we shall make suggestions after 
finding out exactly what you propose to do 
and what the new arrangement is. But one 
thing I should like to say that the Company 
Law Administration Department or rather the 
institution—whatever it is called—should be 
strengthened, should be armed with ample 
powers so that it can deal with malpractices 
and corruption. How this should be done is a 
matter of details into which I need not go at 
the present moment. 

SHRI B. R. BHAGAT:  I agree. 

SHRI BHUPESH GUPTA: You say that the 
picture here in this Report is a realistic one. I 
cannot think of a more unrealistic picture of a 
company affairs than the one that is given 
here. Compare it with the Report of the 
Vivian Bose Commission and you will find a 
word    of difference    between 

the two. One gives the picture of how 
companies under the control of big money are 
working or are run, and here is another picture 
which says very little about the real state of 
affairs in big business. Therefore, it is an 
unrealistic picture. Make it realistic if you 
can. 

* Now, I 
did not refer to any Chapter 12 or so. I asked 
whether any violation according to this 
Report had taken place. I wanted to know 
why the names of those people were not given 
or what steps had been taken. If you take the 
fines that are being imposed, the average all-
India figure is declining. Compared to five 
years ago, it is Rs. 67 or so now. Previously it 
was Rs. 70 or Rs. 112. Therefore, here also 
there is no improvement. 

As far as the appointment of relatives is 
concerned, yes, we know this thing, they are 
not shut out. But are we not suspect when five 
hundred people appoint six hundred relatives 
to offices of profit that something is wrong. 
And that should be dealt with by the 
Company Law Administration or by whoever 
steps into the shoes at a later time. 

I forgot to mention here one thing. I find 
that the number 0f ICS, ,IAS and IPS officers 
are more and more going into the big business 
concerns. In 1957, it was five, in 1961, it was 
11; now it is more. We fear that these are the 
go-between to negotiate on behalf of the 
people there with the people here in New 
Delhi. Therefore, the Company Law 
Administration perhaps is not in a position to 
take vigorous action when the Secretary-
General of the External Affairs Ministry or 
some Secretaries leave the Government to 
become company directors and they 
frequently visit Delhi to meet the old friends 
in the administration. 

As far as inspectors are concerned, you 
said that two inspectors had been appointed. 
You tell me points about certain provisions in 
the Company Law of which I am aware. But 
the trouble is that you could not get to 
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[Shri Bhupesh Gupta.] the stage of 
investigation probe and vigilance whereby 
you could have found out cases meriting the 
appointment of a large number of inspectors, 
that is to say, more cases which would call for 
the appointment of inspectors. This only 
shows you are doing nothing, you are not 
reaching to that stage. Yet the fact remains 
that there are many businessmen in the higher 
business circles, who are indulging in 
malpractices, and if you investigate properly 
into their affairs, you should come to the 
conclusion that inspectors have got to be 
appointed. Unfortunately this particular 
position remains a dead letter—that is my 
complaint— and that does not speak well of 
the proper management of the affairs by the 
Administration or the other authorities 
concerned. This is symptomatic of the 
negligence on the part of the Government, 
symptomatic of the connivance at 
malpractices, which has become a habit with 
the present Administration. That is why I 
mentioned it. 

As far as the concentration of wealth is 
concerned, I agree that from this thing we 
cannot come to any conclusion, but whatever 
indication is there points to the fact that the 
concentration of wealth is taking place in 
private hands despite the rapid growth of the 
public sector, relatively speaking. One should 
have liked to know how the Company Law 
Administration was going to check it, or was 
trying to check it. We did not get any light 
even in this respect. Therefore, I had a 
complaint to make on this score. 

With regard to the point that you had made 
I will come now. The Finance Department, 
yes, I know that it was under the Ministry of 
Finance when Mr. Krishnamachari, I believe, 
was there, and it was thought, after a good 
deal of deliberation, that there should be a 
separate entity like the Company Law 
Administration and that it should be under the 
Ministry of Commerce and Industry.   Now 
you 

are reverting to that old position abolishing it 
as a separate entity. Do i understand tnat this 
rises and falls with Mr. Krishnamachari? Do 
we . . . 

SHRI B. R. BHAGAT: It would be a tsoard 
instead of a Department. 

SHRI BHUPESH GUPTA: Weil, but its 
location snail be the same place, ^anic as tnat 
ox Mr. Krishnamachari. i can understand that. 

OHRI B. R. BHAGAT: Your fears are 
uxuounaed. it will be a Board, a very 
powerful Board, instead of a De-pax tment.   
What is there in form? 

SHRI BHUPESH GUPTA: I have read your 
Bili which you have introduced in the other 
House. It is not so powerful as you would like 
to make out. We shall discuss it when it comes 
before this House. I wish it were something 
like that, but even then why not, even if you 
take the Company Law Administration under 
your Ministry, the Ministry of Finance, why 
not take it bodily as a separate entity and 
invest it with more power instead of 
dissolving it as such and then taking some of 
its functions and constituting a Board? That 
question we shall discuss when your Company 
Law (Amendment) Bill comes, which you 
have introduced in the other House. Therefore, 
Mr. Vice-Chairman, we have not yet got a 
satisfactory answer as to why this should have, 
been suddenly done. And here I raised certain 
questions of principle also, why the authorities 
concerned were not consulted? But this you 
have not yet answered. I put it to you that it 
was news to the Secretary in-charge or the 
Administrator, as much as it was news to us in 
the newspapers . . . 

SHRI B. R. BHAGAT: How does the hon. 
Member know? 

SHRI BHUPESH GUPTA: . . . that this 
Company Law Administration was going to 
be abolished, and as such some satisfactory 
answer should be givea Things should not be 
done in a huff. 
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There was no hurry, when the Parliament 
was Meeting, to push through your 
scheme si things. Anyhow I do not know 
what you propose to do. B".t I do say that 
we need a powerfu1 administrative 
agency in order tc bridle the monopolistic 
concerns in our country, and make them 
behave in public interest. That expression 
you have taken in the new Bill, I find—m 
the Company Law (Amendment) Bill. 

Then, Mr. Vice-Chairman, the hon. 
Member was upset, why 1 should have 
mentioned Mr. Chopra.   I am supposed to 
be a knowledgeable person and, therefore, 
should I not mention Mr Chopra?   It is 
precisely because I get some information, 
acquire some knowledge, that I brought in 
Mr. Chopra, the blue-eyed boy of the 
company of the present Ministry in the 
world of chartered accountants. We should 
like to know, when it is necessary to expe-
dite this thing, why did you sanction that 
leave?    And how is work going on?   And 
here why did you waive the rules, the 
normal rules, in order to pav him a salary?   
I put it to the Government that no other 
chartered accountant had been favoured in 
the manner in which Mr. Chopra had been 
favoured.    I   should   have   liked   it   to   
be straightway denied.   But that has not 
been done.    It is no use telling    me how 
much Mr. Chopra was demanding I know 
he must be demanding a lot of money.   
But that   does not mean that whatever we 
are giving is justified; a sum of Rs. 180 
per day as allowance is not something 
which this Parliament could sanction.   
And if    Mr. Modi was taking Rs. 600 per 
day, let us discuss it, but    that    was in 
connection with the Vivian Bose Enquiry 
Commission,  and he was  not getting a  
salary also,  I believe.   That    was all the 
money he was getting.    Anyhow we are 
not satisfied with all that. But what is 
more important today in this  context  is to    
see    that    public morality is maintained,   
that   people have confidence in what you 
do, that people feel that justice is being 
done and that things are being settled in 
the proper way.   That is why I mentioned 
Mr. Chopra. 

As foi the Nizam's trust you have 
chosen silence-^-silence undoubtedly is 
goiaeu. But I have mentioned two 
cuucieie cases backed by documents in 
my possession, copies of originals, wut^e 
it is snown now the Nizam's trust—you 
know, Mr. Vice-Chaiiman, that part of 
the world—where it is shown how the 
Nizam had been cheated by the secretary 
and the principal economic adviser, Mr. 
Taraporewa.ia. 1 nope prosecution would 
also be launchec in regard to that, but I 
xeave it at that. 

Finally, Mr. Vice-Chairman, I should 
omy like to say here that as tar as our 
company affairs    are   concerned, mucn 
tnat we should know, we ao not Know at 
ah, and tnat is the greatest .lanaicap Irom 
which    we   suffer.    I plead here 
ignorance in certain mat-.as.   ivir. 
L>anyabhai Patel   certainly Knows tetter 
than   I   do.   But   the Government 
should inform the Members of Parliament 
as to the ways and methods of the 
companies in a much more intimate and   
detailed   manner than has been done, so 
that we can reflect over them and make 
our suggestions.   Much is mysterious and 
secretive in that world of the big business, 
and this does not find any kind of proper 
treatment in a report of this kind. As  far  
as the     companies ar.; concerned, the 
line is clear; the private sector has an 
important part to. play.    Eut today the 
private    sector must be adjusted to the 
basic needs of our economy, must be 
made to sub scribe to the social objectives   
that w<> have  put  before  ourselves   
must  be brought in a proper wav in the 
context of planned    economic    deve^p-
ment, and hence regulations in a'l dir. 
ection* would be ca^ed for. ind w>n'; is 
most, enforcement of such regulations.   
But we regret to sav that wo notice the 
absence of this thing, and much more 
should be done. 

This is all that I say. This debate dow 
not. really prove verv useful—t know—
'from one angle, that we suffer from lack 
of information, and those authorities who 
are responsible for administering   uch 
laws 
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[Shri Bhupesh Gupta.] should, in 
future, make it a point to inform us better 
on the subject, take us into the details of 
the working of the companies, point out 
where the wrongs are, so that we can 
follow their track ^nd make suggestions 
in order to make improvements. This is 
all that I have to say. Let us see how your 
new department or board—whatever you 
call it—shapes. I hope that it will not lead 
to any relaxation of the efforts but on the 
contrary, well, as you have suggested, 
will lead to an improvement in the 
situation.   This is what we 

expect from the Government. But I wish 
the Matter were deferred till Parliament 
met and we had all been consulted in 
making the change from one system to 
another system or arrangement. Thank 
you. 

THE VICE-CHAIRMAN (SHRI AKBAR 
ALI KHAN): The House stands adjourned 
till 11 A.M. tomorrow. 

The House then adjourned at 
fifty-nine minutes past five of 
the clock till eleven of the clock 
on Thursday, the 28th 
November 1963. 
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