- The Bill which has been introducéd and now presanted
© sequence of the Sestri Comnittce's appo ntaent and reps
 can claim true lineage from that background When Gévernme
Committee on 15th May, 1957, the terms of refsremCe were!

\. To overcame certain practical difficulties in the working-of
Compenies Act, 1956;

2. To remove such drafting defects and obsg
fering with the vorking of the Act;

3. To consider whaf changes in the form or st fure weTe 1 ice
desirable’in order to simplify it. Ji
-30‘.11: we

re only three purposes for this proposed logisletion =

the law. anyoue who looks at the Bill as i emerged now from the Jo

agree that it has very little in common with these three cbjectives. The
~ goes woy beyond the terns of reference of the Committee on whose report i
. to be founded. As I have said, it cann~t cloia any true lineage from that

Vhat has happened is that second thoughts have intervened end the Bi
its charscter to a very radical extent. These second thoughts are, unfy
doctrinaire nature. And that doctrine on
!thatitismt you or I or the men in the street or the man in nis 4G
who Imows #het is good for him but the government of the country; tha
 fully grown sdult who knows how 0 run his business; that, gven when W
|pake & profit for ourselves end to improve curselves in lifc,

. are such lmaves that the constant intervention |
stration is necessary to stop us fros going astray-
‘which meny of the provisions of this Bill ere

|\ gquarely the issue between

\-’aeliuve in Stnte monopoly capitalisa,
vitals of the very system.

What is joint-stock ente
talk day in and day out
all kinds of genud co-operation
tenturprigg-&é’éause joint-st
operatitn to industry
What ie joint-stock enterprise? It is the coning togethe
[.scattﬁmd throughout the country in different walks of life wi

practical difficulties in implesentation, w drafting defects, and 8




| that, therefore, control of thuir activities under Company Law should be nind
- Mas little control as pogsible and as wuch freedom for them to function aa is p

= That is oy ¢ and judg that principle Bill unne
- and eéres in with which nt of
have no concerm. ‘

The theory of the Bill, on the other hand, is that the Company Law Aduinistration
end the officials who make it up arc rather better judges of the interests of the
shareholders than the share-holders themselves. We have it on the evidence of the L S
Shareholders' association before the Joint Committee that they also object on behalf
of the shareholders to this unwantcd inteference and patronage on the part of Govern=

,mt. If rally we had their interests at heart, then those amendments which they sug-

gested would have been made. But, as I have often pointed out, there is a now ruling
cless thet has come into existence, = class of bureaucracy nnd State uanagoment trying
& to usurp the authority of those who could and should be allowed to run the company. £

I shall give the example of only four clauses, if you like, to show
reguletory ond unnecedgarily regulatory the Bill is. The first cl
like toc refer to, by walp of illustration, is clause 70 which my ho riend, Shri
Ascle Mehtn, referred to.\He said that he failed to understsnd 1 objected to the
statutory mudit which the Gdvernment can direct at any time it they wish, Let us
consider the grounds on which“the Government can authorisp-A etetutory sudit. The
grounds arc as follows. The Guwrnment should be sat d that certain things happen.

*Where the Central Government is'f the opjron that the affeirs of any company iy
are not being managed in sceordsnde witH sound business principles or prudent
cozmercial practices;..."

Now, Sir, every businessman and eve gle mon knows that no other businosszan il i
always prudent or se¢nsible. iy will disagree with snothcr busincssaan
about something. When one efnag v another, ho sterts trying cut new
policies. Unc businegs-Eomsultant will recommeny one measure, and another will recom-
mend wesetkiEg quite a different ons. In other wogds, there is no feot-rule or
measuring yard a8 to what is sound business principle
Everyone has“his own concept of soundness snd prudence
Coupany Law adoinistration, efter having come to that ve
direct’n special audit. ' 3 : : gz
to0d when I say this. Would the hon. Mesber
the Estimstes Comittes and the

Mr. Spocker: I,\-;,ught not to be mi
like that the (;-‘:pi(gimnsut sh
Public accounts Comsitiec? |
or joint stock roniet? No, ¥ 15
- these-Conmittees nre elected by this House so that W_P'-
which the Governsent is responsible. Would he: =
te Be—bers to these counitteus? Tha &b
at & general secting, they appoint |
¥ [

Shri H.H.Masani:

#r. Spunker: The HMenbers

may scrutinise their sccounts”

allow the Finance #inisgef to n

are not much in thepicture. HNo do
7 ¢

ke

#

.
-
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Whore the shares are\thrown open to the public, it 48 a J

p-Joint stock company. apartXrom thds, there is a pﬂ.ﬂ.h oupan
act., It is o private (limited) compeny. Lo

: t all the joint stock companive mre the property of their owner
their capital is subscribed in the market or whether five people get together dn
The principle I as advancing is that it is no business of the buregucracy or the A
of the day to sit in judgment on whether the cwners of a certain property -
or fectory - aduinister that property by prudent practices or not. Every

citizen in a democracy must take on his own shoulders that amount of mymi’ﬂiu v, o

abrahen Lincoln spoke a hundred ysars ago on this end said that the Governmunt cannot
for the people what the people must do for themselves; he gnunciasted & truth amﬂm
yéars ggo on '.d‘mt sound administration should do. ‘ ;

We cre talking about grown-up poople who invest their monsy in a company, public

or privote. They must be allowed to sduinister the property according to thelr eom-
ception of prudence. If they incur a loss, it is their loss. The wholo cssence of
Jjoint stock cnterprise is that people must learn to risk thoir capital to meke a profit
- or to make a loss. It ie not part of the Govermuwnt's business to sfojo people from =
At meking o loss because that would kill and cut ot the root of the principle of risk- ¢

.taking, which is the esscnce of free enterprigse. Therefore, if we want joint stock 4
enterpriscs tu survive in this country, we cannot do it under the tutelage of aset of
bureaucrats who know nothing sbout busincss. . C

bert Shri Khedilkar (ahmednagar): ay I ask an explanation? The cepital of a joint stock :
company is thrown open to the public and ninoty per cen . of the sharcholdors are at W Fe
percy of five or ten per cent. who monege it. Is it not the duty of the ﬂmmﬁ tao o .G-j
give protection to the 90 per cgnt. sharcholders who are putting their trust in the e ;lt

company? ; o A

W.R.Masani: Yes, Sir. That is wbat the compeny law is for: to see that the share=

holders are able dewocratically to contrul the working of the company. Not cnly that, ']
I will go furthor then gy hon. friend. Even & minority of sharchulders - not the 90— =

per cent. which he spesks of — eveg o ten per cant. who kight be opprossed st be pro=
tocsod by the lsws of the country. Therefore, whercver there is provision fo protect
evon the winority shareholders from the dominstion of the directors or the Bajority, I =
on & hundréd per cent. for it and I support overy clause in this Bill which sceks 9 =
protect the winority ehareholders fruo the dumination of those whs nre in powe:
or cuthority in the company. But that is not what we aTe d:lucuuipé._ ile ore di

the unwonted intervention of the Governzent ogainst a hundred per conf. © L
the shareholders who say: 'You lceve us nlone; we kmow our business; WO :
be treated like children.' But the trouble with the socialist pattera is At
nat accept the grown up charscter and adult nature of the individunl huann b ‘
(Interrupticng). I con see that uy reparks nre getting under ﬂ'm "f Bo0e -
friends here. They con answer when they hove the chance...

h,-- insond i i : : ther the affalrs of 8 i
Shri Magoni: This attempt to sit in judgeent as to whe M-l
l e tice is highly ¢

arc being Tun on sound business primgiples or prudent prac

-



,ammahhlihahmcmmim-
‘the trods, industry or business to which it pe
Q - my businoss very effectively. But if it hurts . '
b ‘¢lse who cannot face fair cumpetition, you go end pub
wmmmawmwmm fmnﬁ.mmm

moh beingmnmahuﬁuas?" dy nnswer is thnt the laws
- Jthe best corrcetives to anti-sociel behaviour and to unproductiv 3
a the law of the narket, the law of supply nnd demond, the laws of the f
society that cre a soverein check on unpruductive enterprises and an

indication. '

_mr_.n_,_rga_ag The future is going thet way, £s you will find if you swﬂr the
econonic histury of the world. I will roquest sy hon. friend, Shri asoka Mehts, if
he wents to understand this philosophy — I hove no time to gu into it now - to rend %- ]
excellent bock of Iudwig Erhard, the man who iz respomsible fur thu German I:L‘l.'ag],,
grity T h Competition. ?

[ Hh‘.nnnmdm.anotmnhmbuamessmapmrlentuag.humtuahntitdmg:md
Ytﬁk‘-f ‘ sonebody more offective who cen ssrve the country battur takea his ploce. That-h hﬁ}
. tho country a=dvances by elimincting the incompetent and corrupt and by supporting and 1
i rewarding thuse whou are entorprising and productive. Once you kill this nnmﬂ.tim, <y
.f: 7 o are heading for such a stnte capitalist systam as Mr. Djilus, the comounist of -eru |
I ugoslavin, has 5o well described in his book - Tho New Class - wheru a more cxploita- |
| tive and oppressive class of State capitalists replaces those who they claimed were
[ xploiters themsclves. | -
Al
answer, that the Governuent directive cen ruin the reputation
of 2 business. How, I will be told, lct o special audit tmke plece; after it ds'over
and it is found no hare is \jone, the company will be cleared. Sir, that argunont -éi ﬂ,
betrays great ignorance of the very delicate muchanism of the market. If it becomes foe, i
known that the Government has\directed s specinl audit in the affairs of o coopeny,
that coupwy's nawe is mud frof that woment opwerds. It is no good if after ung | yd'i!' -
it is clesred fruo the charges.\ The very fact that the Government have ﬁm
over the hend of the umansgement O o company will destroy its ruputation and it will
be too late to du enything sbout M. Similerly, the sppointucnt of o statutory W
is on insult nnd a reflection onetPy ordinary suditor whe will be MW ,m:?
his job. oo, an action wkich is capgble of being construcd as libellous Uf ‘ﬁ'm’
prise or on suditor can be taken at the whim of a buresucrat, & deputy s
the Goverruent spesking in the name of \the Governsent of Indis.

Now, I em glad that uy hon. friend Shri usokn Kchta agreed thet, even
could nut nccept my reascning, there was spmething in the safcguaris that I
in this particulor sectiun. Whet are those safegunrda? What 1 uw
with elooentary equity and justice. The firgt safeguand thet 1
raequest the minister to consider, i3 that, E
company o chance to listen to what you heve g
thnt before o oeon can be disnissed from a joh.
position of "scrmmﬁun or inferivrity,
say. let the Company Law adninistrotion call
"gentlomen, we have this worry about you.
enything to say? Listen to them, and nfter that,

t So, bir, this is




- holders, if the nansgescnt off a company is to pess froa group 4
- holders of the company. Will it hara the company or not? How is tha

have Governicnt been given this power? The lnw says: "when Governuent i
’ m in the annyeuknt is mm ’U‘ the pmo-hh !;“" g

interest is completely irrelevent. What we are concerned is the mﬂi

concerned with whether 4 or B cohtroly a rarticular company? The whole .
bringing in "public intorest" hery shove the mind of those who are behind =,
If it is said thet it is injurious\tu the shareholders of the cowpany and a kind of
moratoriuc nay be cstablishod untill\the rights or wrongs or quarrels betwoen two -
groups of shareholdurs nre sottlcc, 1 will be prepared to support it. But thig dis=
ereticn given in such wide terms, that whenever the Governwent feels like it, thuy will
say that it is agrinst w.e jublic intenvst because thoy know best what is the public

intcrest, is not desir_uie. We cannot give the administration of the day, the ruling f

party and the offici us, the Tight to decide what is in the public intorest., Eithor L

a court of law must uocu.de or the company ‘itself must democratically decida it. -
Shri usoks Mehta, egain, complained that he could not follow oy logic sbout ~‘t§

selling agents, I think I have said encugh to show the logic on which I au proceeding. ‘3

If o conpany appeints a wrong kind of sclling wgent, if the sglling agents are L

-
allowed to moke top much of profits, then soonck or later that company will go eff the
narket, and the sooner it goes off the warket thée better fur the country, because some=

body else will mepufacture and sell those goods ak o luwer cost and of a better P
quality to the public., This is the whole philosophy of a compotitive soclety on ‘which
every Country hns so far sdvanced to prosperity. T6, say thet the Government will -5
decide who the selling ngents shall be is not correct. Not only that. Under the R

clause as it stands nt present, tho Government are given the right tu write the aon—
tract, to dictate the torms of the contrnet between the\ company and thu-selling agent
they appoint. They arc given the right to decide on whet teras a coupany shall
sppoint = particular person they select. If this is not jureaucrsey run amick, I do :
nat know how else to describe it. Therefors I sny, the selling agents are a particular
part of the monageient. You nighp 2s well tosorrow say thay the wannging director -
sholl be appointed by the Governoent, you night as well say that tlic Personnel Officer
shall be appointed by the Government. Certainly not, Manag
thing. Y-:Epzaml-:t tske awsy the rights of o nonsgement about #h sclling part m't -
then ask it to run we company, becsuse if you errange for that'compauy a poor kind _ .
of selling mechanisz then that coupany will not be able to carry Qh. . -

Sir, mry I soun? & note of worning here. We ell talk about
sur exports. But if we are to homstring businoss by imposing on
selling arents cn S'hte—appmm terws, then cur exports will not be
in the world warke® with thuse thot coue frou other countrics. If ysu o
ccuntry to cxport, giwe mr people the right to sell. Let thes appeint
like ond sell in thair own way, because the right $U sell is an integral pe
right to produce and to do business. :

In fact, the extent to which this scoticn has nuw guns, wiieh io ouch fg




want to give sway helf their ooney t0 the Congress Party say give it lﬂﬁ"

ssion. One would have thought that thu'ﬂrmtmtn
ssion would give them the fullest power. But wo :
cticn under sectiuns 408 nnd 409 - cosplaints under tho
ien away froum the idviscry Comaission ond a partiof thuse :
‘h'bu fiven to the Covermuent of the day. This, Sir, I think, is very
T hopl even now the Governuent will drop it, becnuse it dces not Show very g
confiden h‘:.\ the ..dvisory Comaission thet thoy themsclves have in’m'?iu

Then 3@’ the vexcd question of corporate contributions tu wnﬁcﬂ!
£ir, this is a very vital issue. Iy hon. friend Shri Ascka swhtn nade ﬂﬂ‘
and a very noble appeal to the rinister even now, in the interests of clean po
in the interests of the flowering of dexocracy in wur cuuntry, tu think again., I
have reanson, lmowing what I do os g mesber of the Juint Cousdttec, to foel that ha
stil} hne ap open mind on the subject. He, 2s o Winister, =s an individusl, hﬂlnﬁﬁ" '
mode eny comtituent on the subject yet, ond I uoum appesl to hin to consider
the time has not coise now when this atter should be rogarded as s broad matter
policy wher: all demceratic politicnl partics are equally interested in clean poﬁ%
end giving the common people of our cuuntry the freast chonece to express .
Whet is the prosent position? The present position is that a company can, iw ﬂllr :9'
gensral body, vote oway unlizmited puocunts of wonay to any politdcnl porty or funds. L =i
On tie cther hand, clause 203 stys that the directors of & ccapany con, without £ ;:'.":
sonction of the gemeral budy, vote mwny every yeer, B 25,000 or five per cent. of tﬁ.‘ :
net profits, which uay go to lekhs of rupeus in some big coupanies, to puliﬂdﬂl "
pictics or funde. 0
Shri C.R.Pettebii Reoap (Kusbakonsa):s They nre
Judguent.

F
Shri M. R. #aaanis ow. It ia Testing. While they rre not allowed 10 coryy
on thoir business withou foa, they arc now ellowed tc do something which
is not part of their busines for which noney Wes never boken by thes frow the ';,
public by subscription. J#in a any flonts ite sheres, is thure any aan who m
a hundred rupecs cor nthcusand rupce Hhu thinks, "well, B.20 out of this will go

neckepy” Doos the hun. Mether mean to s at if the clause restricting ,'HH'" 5
authoridy of the sharehlders or the directors sppuinting their Jwi mditors 18
nnondfd asccorling to the dusirca of the hon. esbor)s the clatse rapllm‘h
bufions nay stend? "
Shri M, H. Masnni: I an going to point cut sose’ weighty public mm;w
that this particulsr liberty should be dénied to the sharchelders and
anke the case in e moment. It is true that you nay say that the

wo stop them?" They are grown up people. 1 agreu, but was thot tha Wﬁ
contract? When I subscribe to the shares of n cumpany and later :ui -Hlllhu
modifics its articles to open the door tb political contritatione, 1 ooy

"You sell out your sharce gnd go away, now that your oyes aso aponed”



Uﬁeralem " hadiughmmgim

 the sharcholders, to vote™wgny five per cent of |

S a year in sose coupaniel
The prectice in other count

~ countries, ell decent countrics, curb\g
. ing ﬁmocmcias. the United States and e

is no ban on corporate contributions. ©

funds without let or hindrance, though sGcendly

Labour Party has expressed the view #hat in |

on the other hend, there is e ban,” Thire are 1)

prise froc voting corporate fupds to any political

fect, they go further end pu¥’a ceiling on individud mntrﬂmﬂm dla&. and

American citizen can pay pore thon 5,000 dollars 2 yesc to the anaai:pnl.ttiu
wuore thrn onte a year.

That is anuthef point and we do not go into invididus\g., We wanfto denl with
coupany contribufions hers. In tho United States, joint stdck enterptiscs are pre
notwithstandjsrz the fact thot they do not interfere in other yays with the sharehol-
der's cutgnomy, frou doing this - not because of thelr interes\a but because of the
intercef of the coumunity in running its business. Hore, we weht to cmidu'ﬂn |
sutopdyy of the shareholders as it affects the politicel life of the country. '

Mmﬁm are three or four very gouod reasons why it is
the cvuntry if corpurate enterprises' funds are allowed to be raided or levied for
this purpose. #s I said, first, the purpose is that the funds ere mgant for produc-
tion, Every rupec token gway frou investment in business and given to a political
party, to thatextent’docs not help production of the goods nnd services for which !
conpeny was foried. If we agrce that cexicus production is what we want - and we all
agree, from our Prine Minister downwnrds - then surely, anything that we do to Itﬂﬁ‘
noney fron being diverted from the purpose of production to the purpose of ﬂ‘.ﬂhﬂ-ﬂ*
campaigns ond elections is a good thing, It is a Wrong use of money which was dedi-
cated to a particulsr purpose.

Secondly, if you are pllowing = coupany to give awny thoir woney, they mqﬂﬁ
going to bear the loss. They will pass the burden on to the consumer, ‘baceuss ﬂl
donnticn to the pelitienl party will become part of the cost of businces. It will
be like an advertisement; like a public relatiops coupnign. It will be added to 1“
cost of business. S0, in the end, the consumer pays; the price goes up ﬂ ﬁn y
consuter will suffer, and the inflationary tendencies will mrthu- be w' L
If we wont the consumer to be protected, then there is no resson why C 2,
be ellowed to add the cost of political patronsge o the price that t£ nﬂ‘th“ﬁﬂ ;
COnSuDeT . ) y

Then, what about tbe minority shorsholders? For thea, in other parts ot
Bill, erest concern has been shown. I share that concern; I 23 very much a :
of the winority shareholders' right to foir pley. But what happens o the -
shareholders here? Suppose a majority of 2 company's shareholders fre for 1
and n minority nre for party B, then, are supporters of party B to have h '.
tion and the snnoyance of seeing their noney going mot to those whao they m* l:! Y
help but going to theiy ememies whom they want €0 oce defented?  Are they goin
allow the shorcholders contractiss out? That proposal wis nade snd ah.:;m = g
accepted by the Minister. Ais was pﬂmt'.d out earlier, under the Bri Trode Uni
wt, if = motb r of & £f0d1 unimm s mot et Lig s ,-.rtagphlphﬁud"ﬁg



coupanics camprigning on bofAlf of their“respective political ;
of Directors will be appryfiched by potitions and countor-potitions

. whot we aru objucting to.

n relatively free from party a.a. xmmm
amonded, in the next fow montMs, you ey zoing to gatmumnf

the noney to be given tg/party 4". Soucbody blse will oot and
songy to be given to pe B." Go, you will wakyg the Board of Diru
coupsny meetings o cptkpit of politicnl warfare b@tween the clenents who wand
particular party tg/bc supported. : V.

LUy
Shri D, C. Shnrpf: Vhntever heppens, the Swatantra Party>will get ;um*sahyut”% '*,.
Shri M.K. #issghi i I am not intercsted in this party or thatparty. This shows that'
the hon. Hemfer has not undorstood the level at which I am >{o speek and at
which my hofi. friend Shri lscka Hohta spoke. We want that noney powds
limited. Moncy powcr cannot be eliminated, but money power should be 13w
Individufl citizons should put thuir hands into their own pockets, whath
poor, $# help the party which they went to support. That is necessary. F

] ¥

partigs do wont funds, But the citizen, as & citizen, lies to aqntrihutu- not i
his Mands into scucbody wlse's pocket which happens to be a shareholder's. That is

' We Live dn o
controlled cconouys If this wns a laissez faire Btate, you uay say: "What hes
company to do with Governuent, and they uay do whatever they like". But we aru ldv.
today in 2 Statu where the power of life snd death is in“the hands of my hon.friend
Hinistry and othor sinistrics of the Governuent over the fortunes vf business en
priscs. If we nre told thet this contribution will be » voluntary gift, we howe
2 right to suspect and to be sceptical and nsk: "Will the contributions be reslly
voluntory?" If I an a businussusn, I lmow that by pleasing a particulsr iinister,
I can get o licence, I can get n peruit and that I can get other facilities, and then, |
it is neking too much of my huuan nature to expect me not to say: " will go and - i
offer hin n donation to his party in the hopethat I ghall get o quid pro guo." As
Thet is excctly what is hoppening. This is what the people of Inﬂinbnliuﬂu 1!_
happening. So, there is no voluntariness about corporata ocntributions in a con-
trolled economy. In = controlled ectnomy, it is viewed with suspicion and i.! folt

that there is coercion. c ‘ -

1 do not want to generslise, buf I kmow businesemen who have bﬁ ﬁm_ R -
at the tise of the last general elections, they were asked by Mﬂ n Jder
Congress Party to pay so nany rupees per loom in = wenving Ilﬂ!-# “m il
per truck in the cese of transport companies. 1 na fold that if in w
this amount per truck wns X thousand rupees, it has now becoue ﬂ or 4X
rupces per truck in the cose of cortein States in the South and o
sade per truck, and loous will no doubt follow in the next fow ﬂﬂ"t;:; S
saying thot oy hon. friend opposite knows this or connives ot ite d.
logislating for all kinds of people in authority snd all kKinds of ﬁ#ﬂﬂ;;‘-
we show so uuch suspicion sbout privats busincssien ond try to otop M it



t is, ecdvertising imadiuﬁly the £ e
pioter hns not ..mpted a Wsﬂtmh ﬂlﬁ ;

the po. tnr..y w:,ll not know which ion | .-
] b1} herufors, I would ¢ven now plesd with the Hi.nis‘fm.' to amﬂ*
- | shendment that the motent the Buard of Directors or a coupany makes n grant let
i be published and ~dvertised nt the cost of the company in tho daily newspapers, Ei }
Mr. Justice Chagls hod suggested. ;

Mr.Spcakers Does this prevent any shareholder from going to the press?

Shri 4.H.Masani: So fer as the Board of Dircctors is concerned, he would nut hﬂ‘# M
is hoppening therc. He will know the pusition only =fter the balence sheet i
Therefore, in the intureats of the shoreholders and in the intorests of the p ’
least that needs to be done is to give uaximu, publicity to that faokt ond I mow
. if doy after day = Lan opens his newspapor and finds that only one porty is .
contributions frow. big business housea, then he will imow which is the emtllm .
of India and which is not. I say this because the leeder of the Govermuent, the Eﬁn
Hinister, h'ts been uncharitable Lmu,,}. to say tioes without mmbeq.,w
lr.S ip: o T o . T s
Mr. H. H.dasanit—HNe;S53r—mns [t i C - o—Prine
than cnee—tokon r.th,}:mty—t-meﬁt the party to uhich I hn].
jection of this or that business group. If it were sc, I would no
Now, I sce nothing wrong in having good industrialista nnd good bu
assccintes. LAu proud of such people and I think It i5 no slur on our
say that we have good industrislists or good businesswn in cur ranks. I
should be proud of that, becsuse they sre serving the country in their own
since the Prine Minister seeus to think that this is a useful way of sseard
opponents, let me say this that if, unfortunately - and I do hope thnt
congider our ples - if, unfortunately, the Bill stands ns at present and i







