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THE MINISTER OF FINANCE
(Shri C SBubramaniam) 1 beg lo
move

(Interruptions)

MR SPEAKER It 13 ympossble for
thig House {o continue It 1s very
difficult to carry on the business

(Interruptions)
1800 hrs

MR SPEAKER This will not go
on record
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We have a short time I think we
can continue to sit during lunch hour
ulso. I put it to you that we continue
to it

Raeport
SBHRI P, G. MAVALANKAR
(Ahmedabad): We want lunch hour.
Thig 15 the lagt week For the whole
of the budget session, we have not had
any proper lunch
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SHRI P G MAVALANKAR We
want lunch hour and lunch, both

MR SPEAKER 1 have seen lhe
position We are in & very tight posi-
tion That 18 why I put 1t to you that
we continue as before We wil have
the lunch hour on the last day

1302 hbrs.

COMPANIES (TEMPORARY RE.
STRICTIONS ON DIVIDENDS)
AMENDMENT BILL

THE MINISTER OF TFINANCE
(SHRI C SUBRAMANIAM) I beg te
move *

“That the Bill {o amend the Cum-
panieg (Temporary Restrictions n
Dividends) Act, 187¢ be taken into
congideration.”

— hioved with e recommendition of the FreaNa, o T
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Hon. Members are aware that the
restrictions on the distribution of
profits by way of dividents were im-
posed as a part of the package of anl1-
inflationary measures during last year
and accordingly the Companieg (Tem.
porary Restrictions on Dividends) Act,
1974 was enacted by this House
These measures helpedq to arrest fur-
ther rise in prices and, to some extent,
the prices have come down, However,
the restraint on distribution of profits
. by way of dividends affected the
capital market and particularly new
issues adversely. The prices of shares
on the stock Exchanges went down by
over 25 per cent since 6th July, 1974
when the Ordinance restricting the
distribution of net profits after tax by
way of dividenq was promulgated.
This has caused uncertainty in the
iinds of underwriters ang they are
relunclant to wunderwrite the new
tssues.

A robust share market is essential
for the success of new issues in the
capital market as it helps to build the
investor's confidence. At a time when
an acute scarcity of resources for pro-
ductive investment is being felt, it
would not be appropriate to allow a
diminution in resourceg available from
the capital market. 1 am keen to im-
prove the investment climate and ac-
cordingly in my Budget Speech I had
promised to come beforé the House
with a suitable amendment to the
Companies (Temporary Restrictions on
Dividends) Act, 1974 which will enahle
the companies to declare dividends in
excesg of the distribution profits: Hen.
Members woulq recall that the Con-
panies (Temporary Restrictions on
Dividends) Act, 1974 prohibits the
declaration and payment of dividends
il excess of the distributable profile
stipulaled in the Act, namely:—

(a) 33-1/3 per cent of the net
profits after tax: or

(b) An amount reguireq to pay
12 perceni dividend on the
face value of the equity share
of the company and divident
payable on its Preference
Shares; whichever is lower

Div.) Amdt. Bill *

The present amendment will enal
the companies to declare divicdends
of the net profits after tax for
financial year in excess of the pres
cribed limits. The payment of divi
dend will, however, continue to b
restricted to the extent of distributab
profits as stipulated in the said Ac
The diifference between the divident
declared and dividend payable, nam
ly, the “deferreq dividend” will
payable in two equal annual instal
ments, on the expiry of the presen
Act in July, 1976.

Sir. the Bil] provides that the defe
red dividend will be without inieres
but I am moving an amendment tha
interest @ 8 per cent per annum
paid on the deferred dividend.

A provision has also been made in
the Bill that income tax due on th
deferred dividepd shall be payable by
the investor within 35 days from the
date on which such instalment is paid
or when the dividend warrant in
respect of such instalment ig trans-
ferred to any other person, whicheve
is earlier. No interest shall be charge-
able under the Income Tax Act in
respect of tax payable on deferred
dividends for that period. This will
remove hardship to the investorg in
the payment of tax on the deferred
dividend.

The Amendment Bill when enacted
shall be effective from 1st March, 1975."

Sir, 1 move,
MR. SPEAKER: Motion moved:

“That the Bill to amend the Com-
panieg (Temporary Restrictions on
Dividends) Act, 1974 be taken into
consideration”

Now, I have seen the earlier mo-
tion of Shri K. Raghu Ramaiah. It
says: “With effect from March, the
10th till the passing of the Finance
Bill, 1975, the House might continue
to sit during lunch hour.” So, that
motion i; lapsed. Now. we must
have a fresh consensus of the House .
if we have to continue to sit during
lunch hour. Otherwise. willy nilly.
we go for lunch
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SHRI P. G MAVALANKAR
(Ahmedabad): Let us go for lunch,

MR. BPEAKER: Let me be finally
sure of the position. Should we lg-
nore the previous motidn that there
will be no lunch hour during the
rest dayg of the session?

SOME HON. MEMBERS: Yes

MR. SPEAKER: Today, you seem
to be Impatient for Junch. 1 agree
for that Now, we adjourn for lunch
to re-assemble al 14.00 hours,

13.08 hrw.

The Luk Sabha adjourned for Lunch
till Fourteen of the Clock

The Lok Sabha re-assembled after
Lyunch at Four Minutes past Fourtren
of the Clock

[Mr Deputy-Speaker g the Chairl

COMPANIES (TEMFORARY RES-

TRICTIONS ON DIVIDENDS)
AMENDMENT BILI--contd

MR DFPUTY-SPEAKER: Before
we resumw diseuswon, I would like
o =ay iha{ 1 have got notice of an
smendmint  from the Minister of
F¥inance just a little while ago. Since
it is a Government amendment, one
has to give it a special consideration.
But in all fairmess to members 1
would say those who want to send
thelr amendments mav do so within
the next 15 minutes, and T shall ac-
cept them.

SHRI S. M, BANERJEE (Kanpurj:
It there is an amendment by the
Minister, I want to move an amend-
ment to that amendment.

MR. DEPUTY-SPEAKER: That is
a different question. I am talking of
the Bill.

SHRI S. M BANERJEE: You ure
now giving a chance t6 us to move
amendments to the Bill. But, sup-
pose 1 want to move an smendment
to the anyem!mmt?

Res. on Div.) Amdi. Bill

MR. DEPUTY-SPEAKER: We are
not talking of an amendment to an
amendment within the next 15 mi-
nules, but since these amendments
have not been circulated, at the time
of moving they will be read out, and
if possible a few copies may be mads
and kept on the Table and Members
who are keen may have a copy.

SHRI SOMNATH CHATTERJEE
(Burdwan); Kindly give me a little
time after I finish. I cannot also
speak and give an amendment. I
have 1ot get a Secretariat.

This BI' which has been brought
{n amend the Companies (Temporary
Restrictions on Dividends) Act, 1974,
sa soon ofter that Acl was passed by
this Parliament clearly shows that
this Governmeut iz going to set and
decide its economic policies on the
busis of the recactions of the stock ex-
change which is the ruling force in
this country, and it is g glaring exam-.
ple of abject surrender by the pro-
capilalist Government to its mentors
and its financiers, and with the Guja-
111 eleclions so near and the general
elrclicnt round the corner, it s what
1 call g lollvpop which is being given
fa the monopoly and big business
howses obviously for a qued mo quo
which is replenishment of their elec-
tion fund.

The House would recall that on the
tith July, 1974, when Parliament was
roing to sit only 16 days later, this
Government could not hold its patl-
ence to give an impression to the
country at large that they were so
much concerned about the inflationary
tendencies created in this eountry by
the bankrupt economic policies of
their own and they passed a number
of Ordinances described to be a pack-
ape of measures to contain inflation
i this country. Now one of the main
prons, we were told, of that anti-
inflationary measure was the Ordin-
ance restrictint? the declaration at
dividends.

This messure was for putting »
total embargo not only on the distrl-
hutien ot dividends over a certaln
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rate, but even on the declaration of
dividends because it ig known that
once g dividend is declared, the lia-
bility of the Company immediately
acerues.

Introducing the Bill which was to
replace the Ordinance regarding rcs-
triction on dividends this is what the
then Finance Minister—of course he
has been thrown out and his policies
have been given the go-by now—said
in the Lok Ssbha:

“The distribution of dividends by
over 1200 medium and large public
es which made profits in
1970-71 and 1971-72 amounted to
about 44 to 45 per cent of their
profits after tax. In many compa-
niey the dividend declared consti-
tuted more than 80 per cent of thelr
profits after tax. Similarly, about
200 companies had declared divi-
dends on their equity at 15 per cent
or more. Having regard to the fact
that a equitable package of anti-
inflationary measures must include
steps designed to curb consumption
out of profits ag well as other sour-
cen of income, it was considered
necessary to fix 5 celling on the dis-
tribution of dividends. This will
curb current consumption out of
profits. reduce the reliance of the
corporate sector on bank credit and
thereby check expansion of money
supply. The funds so saved by the
companies will be available to them
for productive use in financing capi-
tal goods. expansion and diversifica-
tion requirements and at the same
time it may also help to reduce the
draft on the resources of the bank-
ing system. The total savings en-
visaged by limiting distribution of
dividends are estimated at Rs. 80 to
Re. 70 crores per annum, and to that
extent it will minimise the pressure
on the resources of financial insti-
tutions.™

~/This is very significant—

“There must be no real cause for
worry for genuine investors in core
porate scrips as in the long run this
Ordinance should help the compa-
nies to improve thelr viebility.”

Div.) Amdt. Bill

Al the statements of policy by the
then Finance Minister Inu besn
thrown to the wind, so far as Fine
ance Ministry is concerned. I had
the privilege of taking part iw that
debate when the Bill was being conai-
dered, and I find that I was absolute-
ly righ when I said that that wag a
measure to create s deception that so
far as this Government is concerned,
it was not only against the poor peo-
ple whose wages and dearness allow-
ance were being impounded, but this
Government was supposedly also tak-
ing some steps to curb money reach-
ing the hands of the rich people.

Now, I am quoting to you from
page 1091 of the “Economic and Poli-
tical Weekly,” July 13, 1974, It says:

“The government apparently felt
that it would not be able to sell
this obnoxious Ordinance, which
amounts to a partial wage freeze,
to government employees &g well
as the organised working class in
the public and private sectors with-
out taking some measures seeming-
ar dh'ected” agsinst the richer sec-

ons.

It meang they tried to show that they
were not making any difference bet-
ween the rich and the poor in bring-
ing that Bill. Now, what is the posi-
tion. Now the facade which was
then put up to cover the real inten-
tion of this Government at that time
has now been ripped open by them-
selves, because they have to murren-
der to the stock exchange manipula-
tors. What is the position thent
This Ruling Party is now completely
exposed in their true colour go far as
their complete subservience to these
manipulators is concerned. In that
debate, we had expressed various ap-
vprehensions. Mr. Chavan replied o
the debate in August, and T submit
that it is very pertinent to try to ree
call what the Finance Minister and
the Government of India sald on the
Floor of thitx House only M
months back (8-6 monthy w
plloting that Bjll
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I am again reading out to you from
page 267, This iz from Lok Sabha
Debates (Eleventh Session) Tuesday,
August 20, 1874 This is in reply to
the debate. He said:

“A question was essked why the
money saved by this measure jg not
kept under the control of the Gov-
ernment. If you accept the posi-
tion that momey is going to be sav-
ed or put out of circulation, by this
measure then you will come along
with me. My main point is that
money saved will be, not at the dis-
posal of consumption but at the dis-
posal of production. By creating a
special fund of {t, I would have
been required to give them addi-
tional interest on that. 1 do mot
want to do that. This money is
being kept at the companies level.

Whether they will be using the
money, as Mr. Mavalankar made a
point, a very interesting point that
with Rs. 80 or 70 crores they are
not going to make any modernisa-
tion or any replacement or any di-
versification, if they are the type
of people whom he knows, I do not
know. Suppose Rs. 1 crore is at
the disposa] of a company. If they
do not make use of it, do you think
they are unwiser? They will cer-
tainly make use of it. If they do
not make use of the position that
they will not go to banks to get
money. At least, this much we can
do. To that extent, there will be
lesser pressure on the banking sys-
tem.”

Sir, I do not say that Mr, Chavan

Res. on Div,) Amdt. Bill

cept out of distributable profit of »
particular financial year. Now that
restriction is going. They can now
declare dividend at a higher rate than
what has been prescribed there and
with retrospective effect from 1Ist
April, 1075,

Now, once dividend is declared, it
becomeg g debt due by the company.
As soon as the two-years period is
over, the money will have to be paid
to the share-holders. Who are the
rea] beneficiaries of this? 74 per cent
of the total corporate dividends in
this country are distributed by only
203 companies. Out of these 293 com-
panies, 200 companies only pay divi-
dend at a rate higher than the rate
mentioneq in the Bill. Therefore,
only 200 companies are covered so0
far as this amending Bill is concern-
ed. Not much of exposure is neces-
sary that these companies are control-
led by the monopoly houses whose in-
terests are entrenched gnd safe in
the hands of this Government This
is the position. Therefore, for the
share-holders of only 200 companies
thig enabling provision is being made
now which will go to the benefit of
the monopoly houses. But we do not
sce any intention on the part of this
Governmoent to withdraw the wage
freeze Bill.

Now, this Act is going to be amend-
ed. But still we are entitled to ask
the hon. Minister and, I hope, the
hon. Minister will try to reply, what
will happen to the funds that will
come in the hands of the companies.
The former Finance Minister sald that
they will be utilised for increasing
production, for diversification of the
companies business, for modernisation,
etc, The funds will no longer be in
the hands of the companies ag save
ings because the companieg will have
to declare dividends and will have to
hold the money in the accounts of
the share-holders who naturally are
the persons who control the mono-
poly houses. Therefore, all the hopes,
all the talks, about the compsnies’ re-
sourceg being utilised for expansion,
for incressing production, for modg-
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nisation of the mills or the Iactories
or the businesses are all now going
to be a complete unreality. It can-
not possibly be achieved When
these apprehensiony; were expressed
on the floor of the House, a solemn
assurance was given by the then Fin-
ance Minster that i1t will reduce the
pressure on the banks for the pur-
pose of getling finances so far as these
companies are concerned. There will
be no question now of utilising these
funds for the expansion of the busi-
nesgeg of the companies.

Another lollipop is now being given
to them. The Finance Minister's
great and keen desire to help them
further is that 8 per cent interest will
be given—I believe, that is what he
said: that ia the amendment and we
are yet to see it--apart from the divi-
dend. This s another concession
which is bemng glven to the mono-
pely houses by thiz Government who
are shedding tears which 1 say are
crocodile tears for the betteiment of
the genera] public. They are puttine
money in the hands of a microscopic
section of the community in this coun.-
trv who will benefit bv this measure

Sir. within eight months of the last
Bill. they shamelessly come and teke
awn, one of the main props of the
vackage <cheme, the whole anti-infla-
tionary structure. namely, the res-
{riction on dividends. That is goinp
but the edifice, according {o them,
remains

Now, the snecious plea put forward
hy them is that one has to tone un
the capital market. Kindly see the
Statemeny of Objects and Reason= Tt
stys-

1t is considered necessary to ‘one
up the capital market so as to re-
vive the confidence of investors
and underwriters in new issuce”

Various concessions have been given
in thig vear's Budget, 55 1 mentioned
some of them yesterday, so far as
the imdér-corporate transactions, the
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wealth tax, the tax holiday, etc. are
voncerned. So many concessions have
been given Another concession s
now being given by this amending
Bill

It is seen, in this countiry, that in-
dustrial production can increase only
if the monopoly houses are pamper-
cd by this Government. Otherwise,
nothing will happen. The hon. Fin-
ance Minister. on the floor of the Lok
Sabha, solemnly says that we musi
have a robust share market, we must
earn the confidence of the Stock Ex-
change—the manipulators; he calls
them ‘Investors’, but 1 say ‘manipula-
tors' ‘The Stock Exchange will now
influence the economic policy of this
country. What 1s going io happen o
the mdustrial production? Does the
Finance Minister assure the House
that, if this Amendment Bill is pass-
ed, 1t will fincrease 1he mndustrial
production in this country? Or, do
vou wanil only the Stock Exchange
to thrive and the people to make
money by mampulating in the Stock
Exchange® What are the figurea be-
fore the House? Nothing has been
given And what is the expectation
ence this restriction is removed in
the way they are trying to do? The
reasrng are clear to us but they may
not iry to admit these. They say that
the object is to increase the indus-
trial production in this country. So
far o, the powerg of the Government
are concerned, what powerg do they
not have® They have got the DIR
which they use against the ordinary
people, for arresting people for mak-
ing demonstrations and politica] agi-
tations They have got Immense
wowers by reason of the amendment
of the Constitution The question is
whether this Government will keep
on leash the industrialists or the in-
dustrialists will go on dictating to the
Government. The latter is happening
now For gearing up the industrial
production in the counmtry, this Gov-
ernment i§ not using the immense
vowers it has. In the name of Emer-
gency, the so-called Emergency, they
are chnging to all the powers whieh
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no couniry in the world, ur the no:-
mal times, will have. Instead of us-
ing them against their political op-
ponents if they had used them for the
purpose of controlling the activities of
the industrialists and monogpolies,
something could have been done for
the country. But this being an elec-
tion year, a very crucial year, Gov-
ernment’'s friends musi be kept fin
good humour to assure the flow back,

Therefore, 1 submit that this Bill
has not been conceived for the pur-
pose of the good of the country; this
hag been conceived to meet their po-
Iitical ends, and to meet their politi-
cal ends, they must keep those fiiends
in the industry in good hurmour,

What will happen to the inflationary
tendency? Not 3 word has been said,
it 1 am not mistaken, by the hon.
Finance Minister when he introduc-
ed this or when he made s speech
today as to what will happen, what
will be the probable consequences of
this measure 5o far as inflation is con-
cerned. They are patting themselves
on their back on their own manipu-
lated, labricated statistics that infla-
tionary tendencies are rupposed te be
under check. Nobody in the country
accepts that, because the common
petple are still feeling the inflatio-
nary tendency. They are bearing the
burden of it. The Finance Minister
himself has said in his Budget speech
that they are groaning under grind-
ing poverty. The Finance Minister
may kindly reply to us whether this
Bill will reduce thig burden of po-
verty 50 far as the common people
of this country are concerned by a
paisa? What are you trying to con-
cesl from the country by bringing in
mensureg like this? You are only ex-
posing yourselves. With immense
power in your hands you do not, of
course, mind exposures. But admit
that Do not say that this is part of
a proposal which will enable belter
industrial ¢hmate in this country or
thet the industria] production in the
vountry will increase. I submit that
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this is a Bill which should be thrown
out., And if this Government ig ho-
nest, then this Government should im-
mediately declare at the same time
that it will withdraw the wage freeze
legislation, Then let them have this
policy ot going on pampering their
good friends in the indusiry for their
clection fund We do not mind that.
In any event, they will make it some-
how or other. Therefore, let them
make a statement that their so-called
anti-inflationary policy hag failed or
at least they are unable to carry on
in the manner they had conceived it,
and having failed in their anti-infla-
tionary policies, let them not go on
depriving the wage-earners in this
country who do not want to have air-
conditioners or other luxury items as
the Ministers have. We have many
monuments of luxurious living in the
country. Delhi abounds in that, They
do not want that. They want 5 very
simple living, {wo square meals a day
which they do not get. But you do
not assure them of that and they are
now coming out with gll sorts of spe-
tioug pleas to go on perpetuating their
miseries bul you go on minimising the
supposed difficulties of your indus-
trialist friends.

Therefore, | very strongly oppose
this Bill.

SHRI S. M. BANERJEE (Kanpur)*
T fully support the sentiments ex-
pressed by my hon. friend, Shri Som-
nath Chatterjee. I think hs has ex-
pressed it so well that this can be
«afely taken gg the views of those Op-
position Members who opposed the
Bill at that time.

What will happen? On 6th July
this ordinance was brought. We cri-
ticised the ruling party for bringing
this ordinance at a time when the
Lok Sabha Session was so fast ap-
proaching and in the next six or seven
days we were meeting here in this
House, But they were so much con-
cerned with the rise in prices and n-
flatfon that they thought that this was
perhaps the only measure to hring
down the prices and check inflation,
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And with this, they also brought an
ordinance of compulsory deposits im-
pounding 50 per cent of the dearness
allowance of the Central Government
employees and all wage-earners.

Both these Billg are opposed on two
grounds. One was that this particu-
lar Bill which was brought was just
an eye-wash. They never meant it
seriously because I can tell you that
this Government is neither againat
smugglers nor gamblerg nor jugglers.
These are the three persons who
practically give them the inspiration
and help them in the matter of such
things. If it iy a question of smug-
glers, we have seen how the smug-
glera have been let off, how nicely
they were treated much better than
th. political prisoners.,,

MR. DEPUTY-SPEAKER: What
have they done to the jugglers?

SHRI S. M BANERJEE: Then
about the gamblers who gamble in
the gtock exchanges....

THE DEPUTY MINISTER IN THE
MINISTRY OF FINANCE (SHRIMA-
TI SUSHILA ROHATGI): I could not
catch him. Bmugglers, jugglers and
what?

SHRI S. M. BANERJEE: Smugglers,
gamblers and jugglers. Jugglers are
the last...

SHRI SOMNATH CHATTERJEE:..
and the Congressmen.

8HRI 8. M. BANERJEE: They get
the imagination of the people from
the smugglers and gamblers angd then
they go to the jugglers. That 1s the
last. I am only giving the illustra-
tion a little bit sarcastically. I wish
it were true, You know what hap-
pened to the smugglers. Now, what
will happen to this? What will hap-
pen to the stock exchanges in Cal-
cutta and other places? Will there
be ne gambling? Wil there Le no
forward trading, elc.? Ig will be full

Div,) Amdt. BHt

of those unauthorised telephone calls

for which they never pay but we pay

ﬁwerﬂuhmmrwdmm
s

Now, what will happen to the so-
called inflation, which, according to
the All India Radio, has been cheeck-
ed by 80 per cent, according to the
television, 26 per cent and according
to the Finance Minister, I do not
know as the percentage has yet to
come out. What happened to that in-
flation when in 1866, Rs. 150 crores
of lquid money wag available in the
market? Will it not add to the in-
fatlon, according to the formulation
of the Finance Minister, his prede-
cessor and his predecessor and alsd
the all-powerful Deputy Chalrman of
the Planning Commission? Now,
dearness allowance has been denied
to the Central Government employees
on the ground that it will add to in-
flation? Why don’t you consider the
lot of these millions and milliony of
people who are starving on the
streets?. .

SHR! SOMNATH CHATTERJEE:
Sermons are given.

SHRI 8. M. BANERJEE: Sermons
on the mount. I do not want to com-
pare the Finance Minister with Christ.
1 must say that he uses sermons for
sermonising to those who gre already
hit below the belt and who are al-
ready starving and while the line
between hunger and starvation is be-
coming thinner ang thinner, the ser-
mon ig becoming bigger and bigger.
This is exactly what is happening.

I say that my hon. friend, Bhri
Somnath Chatterjee, has very ably
saig whether this money will be
for modernisation. No, Sir
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the name of modernisation. Whether
it is Rs. 50 or Rs. 160 crores, they do
not modernise that particular mill

somewhere else. This is exactly what
hag happened to the Swadeshi Cot-
ton Mills run by the Jaipurfas. It is

shares, out of the dividends and so on
and used that money in Ghaziabad in

8

11,000 men of Swedeshi Cotton
Mills are rotting on the streets be-
cause of the closure of the Mills, The
Chief Minister of U.P. whose fate

any firm decision. So,
11,000 men of Swedeshi Cotton Mills
actually is in the handg of Jaipuria
who is minting money at the cost of
the people, share holders and the con-
sumers and utllising it for the pur-
pose known to the Minister.

‘What happened to J.K. Rayon Mills?
Thig question of closure of the mill
waa raised by my friend Shri Dinen

25 crores or whatever it may be. Wil
it be conducive for the economy of
that mill? No. They have closed
down that mill with 5 view to retrench
500 employees.

These two mills JK. and Swedeshi
Cotton Milly employing 11,000 and
1-1/2 thousand workers have been
clased. Whether they will run these
mills or modernise them? They will
never do it.

The Finance Minister Shrl Subrama-
niam can say,’his predecessor brought
this Bill, The whole dificulty in this
Govermment is that nobody remains
4or more fhan g year. I do not blume
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him. I wish that Shri Subramaniam
may continue in this office.

(SHRI C. SUBRAMANIAM): Mr.
Chavan wag there for four years.

SHRI S. M BANERJEE: He is no
more there.

I am complaining against Mr. Cha-
van and not against you. Somebody
gives birth to a baby and passes it on.
That §; the whole difficulty. We want
the father and mother to continue—
to nurse the baby. So this particular
Bill is not going to help the common
man, the consumer nor it is going to
help the Government.

The compulsory Deposit scheme was
also introduced. Rs. 160 crorea liquid
money will come into the market af-
ter two years. Will it not adq to in-
flation? I will read the clause for
the information of the House:

“In Section 5 of the principal Act,
for the words “For a period of two
years”, the wordg "Save as other-
wise provided in Section 5A, for a
period of two years” shall be sub-
stituted.
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1 oppose thig Bill on three grounds—

1. Financially thig is not going to
help the country, nor the
shareholders, nor the consu-
mers, nor the workers.

2. Whether thig 18 morally cor-
rect, morally justified to give
some concessions and impound
50 per cent D.A. of the Cen-
tral Government employees
and other wage earners and
to deny five instalments which
are due to the Government
servants on the ground of
fighting inflation?

Business Houses are being given
concessions.

“The present Bill seeks to insert
new section 5A ipn the Companies
(Temporary Restrictions on Divi-
dends) Act, 1874 to provide that a
company may declare dividend out
of the profits of the financial year.”

It js considered necessary to tone up
the capital market.

A Conference was held here. I
heard with rapt attention the speech
delivered by the Prime Minister. She
delivered a good speech. She gave a
bit of her mind. 1 want to know
why guccumb to the pressure? What
will the country gain out of it? You
can neither tone up the market nor
revive the confldence of the investors
in this way. Who are those persons?
This will only help the friends of
those people who are the business
tycoons. I want the hon. Minister to
consider whether this attitude is m
line with the attitude shown to Cen-
tral Governmeni employees. Yester-
day the Finance Minister gaid about
DA. and asked us: Think about the
millions gnd millions of people who
are starving. It iy true. These peo-
ple do not think about those who are
indulging in blackmoney transactions
and earning millions and millions of
rupees. This is what heppens. I
tablad a quastion in thia House which
in yet to be answered. I invite your
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attention to a news item published in
the Times of India dated the 12th
April, 1975, under the heading. “Black
Money Transactions racket busted.”
It nas been stated therein that “the
income-tax authorities have unearth-
ed u racket of black money transec~
tions allegedly by persons controlling
banks, After raiding two banks, the
income-tax authoritiegs have recover
ed fake fixed deposit receipts worth
sbout Rs. 2 lakhs. The accounts did
nol beur any specimen signature
cards and in most cases were ‘care of’
certain top personnel controlling the
banks. * Thig Is what is happening.
1 appeal t0 the Minister in all earnest-
ness, in al] seriousness, in all humility
not to score debating ponints, but to
consider whether thig i3 morally justi-
fieq when in the case of the Central
(Government employees you have de-
ducted 50 per cent of the DA and you
have not paid five instalments of dear-
ness allowance which are due to these
Central Government employeeg a8 per
the recommendations of the Pay Com-
mission

So, with these words, I oppose the
Bill and 1 request him not to press
for it.

k

SHRI 5. R. DAMANI (Sholapuv):
I have heard the remarks made gut
by Shri Somnath Chatterjee and
Shri S. M. Banerjee. I do not agree
with their views. After this B:ll is
introduced there hag been a fall in
the prices of shares. It is g Iact
They must have seen this in today's
newspapers. The index number of
shares has also receded by 2 per cent.
As they say that this Bill is going tw
help only some persons, then, they
are entirely mistaken and they are
only politically motiveted in saylog
ull these things. They only want to
charge the Government; they don't
want to see things in realily. They
said that 293 companies: are distribut.
ing 75 per cent of total dividends.
Who are the owners of these com-
panies? Bir, the ownera of these com-
panies are the public et large. The
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The Finance Minister ga1d in his
speech that thig Bill has been brought
forward as it was considered neces-
sary o tone up the capital markel so
az to revive the confidence of the
investors and under-writers in new
issues, Thig Iz intended to help the
investment climate so that people get
more dividendg and they can reinvest
them and in this way the investment
climate can be improved further. That
iz the reason behind thiz Bill. What-

-ever is distributed by way of divi-
dends Is going to the public at large.

A much largt percentage of invest-
ment ranging from 80 tg B5H per cent
is by public, thg LIC, the Unit Trust,
1 say they are the biggest share-
holders. I wanted to state the correct
position to Shri Somnath Chatterjee.
He wanted to know whether the in-
dustrial production goes un by this
sort of Telaxations granted by Gov-
ernment. I gay that 1t was their
party every time which came in the
way of the industrial production. Sir,
last year, you know the man-days losi
was fifty per cent more than the pre-
vious year—10873-74. What was the
reason for this? It they hud cooperat-
ed and if they had not instipated
the workers, the production would
have gone up. It is not correct to
charge the Government for each and
everything. Before coming to my
points, I want to state that such re-
laxations are needed if we want to
improve the Investment markets
Whileyl reeding the Btatement of Ob-
Jeets and Reasons, they have conveni-
ently omitted to see what the Finance
Minister hag maid in the Statement
of Objecty and Reasons. This is what
he said:

1704 L.8--10
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“It iz considered necessary to
tone up the capital market so0 a»
to revive the confidence of investors
and underwriters in new issue, '

What we want is this. When new
companles come up, production should
increase and along with that, em-
ployement should also increase. Tn
the last two years very few new
compenies had comg up The public
are not investing their muney. On
the contrary they are withdrawing
the investments that they have made,
As a result of that, very few new
companies came up. A few day: back
when the Minigter for Industrial
Development replied ty the debeate on
demands for grants of his ministry
he said that licences grante, in 1072
were 560 while the total new compa-
nies that came into being were TI.
In 1873, slightly more than +his num-
ber camq into bemng but in 1074,
about 100 new compantes ~same intn
being. So, in order to gee that new
industries come up or new under-
takings come up, it is very essential
that the climate of investment iz re-
quired to be improved. This was
what the Finance Minister tried to
do by this Bill so that more and
more people came forward for in-
vestment of their earned income in
the new undertakings which will
rezult in increase in production n
the country solving the unemploy-
ment problem in the country etc.

It was convenient for them to see
a part of the gtatement of objects and
reagong but they have convenjently
omutted what the intention of the
Finance Minister was for bringing
forward thig Bill.

Now I want to make some sugges-
tions. What are the reasons why the
people are pot interested in investing
their income in the new companies.
This also requires some¢ considera~
tion. Of course, new compunles will
teke four to fiva years to declare
dividends. Investory know this, but
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they want appreciation of their capi-
tal. And whatever amount they in-
vest, in four to five years' time, they
expect some appreciation of their
capital invested.

In this connection I would only
draw the kind attention of the honm.
Finance Minister to what the late
Shri T. T, Krishnamachari dig in the
year 1957-58. He wanted to stimulate
the investment market so that the
pace of industralisation might be
quicker. He took certain decisions
and took some actions. That proved
useful and it brought fourth the
desired resulls. The improvement
marketl improved. 1 will request the
hon'ble Finance Minister, if possible,
to introducy the measures taken by
his late predecessor, Shri T. T. Krish-
namachari which proved successful
at that time gg that the investment
market can really improve and the
counlry may have more industries
and employment. That will bring
down prices also.

Secondly, according to thig Bill a
company can declare dividend but
in the current yeer they have put
the restriction at 12 per cent or 1/§
of the net profit.

SHRI C. SUBRAMANIAM: That
restriction has been removed by an
amendment.

SHRI S. R. DAMANI: When the
rate of interest given by thg com=-
pany on deposit is so high in that
case 12 per cent net dividend should
be allowed because there are many
companieg whose shares are quoted
at two to three times the face value.
12 per cent may be allowed in the
first yeur and balancy be paid, as
suggested, in two years.

1 think that during the curremt
year the demand is sluggish and, as
such, the profit of the industry are
likely to be much lower. Therefore,
it ig necessary that some liberal dis-
tribution of dividend is allowed so
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ant on the dividend income or those
who cap wfford to invest may invest
their funda. With thess words ¥
support the Bill,

SHRI V. MAYAVAN (Chidamba-
ram): Mr. Deputy Speaker, Sir, I
welcome tMjs Bill which has been
piloted by the Finance Minister, This
Bill should have been thought of a
couple of years back. After the
Government decided wupon credit
squeeze it has been difficult for the
companies to raise money from the
market and also at the same time it
has not been possible to impress upon
the public about fhe relative advisa-
bility of putting their money in this
corporate sector because the dividend
restrictions acted as a dis-incentive.
The Finance Ministry was forced to
take some action when there was a
run on the Unit Trust. When T. T. ~
Krishnamachari conceived of the
Unit Trust scheme it was felt 7-1/2
per cent wag a high rate. Now, the
nationalised banks are competing
with each other in raishg the interdst
to 14 per cent. Alrcudy a stage has
reached where the scheduled banks
now charge 14 per cent and this
aspect will have to be reviewed by
the hon. Minister. In such circums-
tances it will be ideal to think that
the companies could go on paying the
old dividends. I should compliment
the Govarnment for having decided
to come forward with this Bill which
cnableg the company to get out of
the restrictiong miready imposed. Ine
flatiop could be kept under check by
the extra dividend mot being paid
bul being deposited to the share-
holders account. The Minister will
have to consider this. I am confl-
dent that the trust of the public in
the corporate sector will revive. They
should bt equally good for new com-
panies to advertise their new estab-
lishments.

Sir, 7 would lke to draw the
uttention of the hon. Minister to the
repeated representations mady by the
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Tamil Nadu Government tha: emplo-
yee shareholders should be exempt-
ed from the payment of income tax.

This would definitely stimulate their
interest to have more investment.

the Tamil Nudu Government is im-
plemented.

o WEHY ATeTaw qhig (WEEIT)
wegAT (At qX sl fraea)
guiew fados faerad omod @
¥ 1 og wrat ST 9 Frgeror sar
q1 3q w79 Al TE WEET FET BN
€ ot fr @vwTT * ZMU B T
T TFTT ¥ 7WEAF AL | WIH
ug wrasr wf arfaa gl 2 | AT
7 v efvwre fra @ fr fafeen s
& grfiges sfard’ & 190 a9y FTHTY
#  dmqor mfas AT & s
#fyger wrfee a1 A 7 A& &
& a1 feT 3=& S favar zamq arar
aifgd swwt W@ TTA T
wrqr @ g | wwTT F e fer
a7 & v 72t § | T ¥ §9
IET A wYAF graraa. vaew wd ff
AT ow R A T agR ar € &
YTy E N wwarg fF v
A ww w| 7 s e
g 1 RemdN v ey & §
wOere & ag ot ar frar o fie
wfrat & amatal o7 sfeew o
¥ o dur qEx grm 3@ 4X &7
v wan faere & fag ewgm
w1 ¥ el & G oY fem)
oforrs wg g e omer e
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wiifrs semm f afs s daa
& W Ty wifEd qv Ad¥ agr 1w
wgrey ofiwre W R v dY wf
wrfadl &1 9T qFAT AEWT E qET

¢ o7 7 @ Werfirr gaTE & R
frdt ygTe Y afr gwa P aAT
e ufas w=3qt & ofiifos sore
AEY WAT & G & ¢ HEHT & HTCA
R Y Feafrat & da7 s F o
% & fewre femfoe & dar s
%1 wfy @t & wfor agr 2= wmEr
firt & w7 geefat & qar A
g A, o faqr § 1 ST 02
st oY 7% v q7 fie FlAT
1 fom wF17 & fagm e afer
q1 %17 fam gwve ¥ W S
gaar arfed ar 59 @ar & J4df v
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“Tt ig considered necessary o
tone up the capital markei so as
to revive the confilence of invese
tors and underwriters in new
issues.”

@ AT g efiw s §
fe i & g W W< wT arE }
f& TR N dar s=fad & smar
¢ wwer o g ot § 7 I
s o o @
T 78 3 9T fiedy geTe & AW
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“Share prices were marked down
in the Bombay Stock Exchange os
they Dividend Act Amendment Bill
introduced in the Lok Sabha today
left the market disappointed. The
market commenced trading on &
bright note on hopes of modificas
tions, but quickly lost ground”,
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Wgswen & 9 €, 1971 F
g94 W1 T4 WATEW  SeAT9d
fear @ w ¢« @iz 7 {47 q=3 W
FA A7 W ST 3397 H1 ot o it
ama & wqfer £, agrar famar, T
T g gt ag s A A
foa g€\ dloam az gm fr Hfeew
qHE A W

“The capital market has been de-
pressed mnce the imposition of the
Umutations on dividends  Capatal
ssueg during the year gnded March,
1075 totalled Rs 613 crores agamnst

Rs T03 crores as in the previous year
and Rs 802 croreg in 1872-7T3 Inmi-
tial 1ssues of the ghares declmed
eonsiderably to Ry 259 crores dur-
ing 1974-75 from Rs 505 croreg in
the previous year The setback
in the capital 1ssues has come at a
time when fresh investment is
neéded m many new caprtal ven-
tures which have been cleared by
the Government”
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SHRL P. G. MAVALANKAR (Ab-
medabad): The manner in which Gov-
ernment have come forward go soold
after their original Bill with this
amendment is. I am afraid, gsome
kind of a strange commentary on the
mentality and maturity of Govern-
ment with regard to certain legisla-
tion. Apart from the fact that many
of these things of recent ongin have
come in the form of Ordinances to be
subsequently approved of by Parlla=
ment, what I would like to ask the
Fingnce Mioister and the Government
in general 18 this. Can you not really
bring forward considereq and well-
integrated legislation which becomes
workable for at least some perlod of
tune? Yesterday the Finaace Minister
himgelf said that he would require
some period of tume to see how some
of the policies and calculations pro-
ceed. He was referring to the exemp-
tion limit of Rg, 6,000 on income tax
ang he wanted some morg time fO
study it. Similarly, I would Hke to
ask; why not Govermnment bring for-
ward such a legislation as can be
workable and practicable which will
achieve the desired ends and then, if
necessary, improve upom it, but this
amendment shows that Government
had mot given proper and well comsi-
dered thought to the whole matter as
to how to deal with the economic
situation, probably because they were
overpowered and enveloped by fthe
recent extraordinary economic crisis
of 1973-74. I dp mot want to say {hat
the present Finance Minister hus to
carry on with the legacy of hig pre-
decessor, distinguished though he was
whily he was in office, put the fact
remains that the policy which the
Government of Indle carried on dur-
ing the Pinance Ministersnip of Mr.
Chavan was not a policy which was
really successtul in terms of teckling

some of the scule econsmic issuss,
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Apart from this question of hasty
legislation and half-conceived notions
which are put into the legislation
which ultimately make it necessary
for the Government to come forward
with amendments, my straight ques-

a part of the package deal. Now, if

Government have a very curious
approach on this particular issue be-
cause they have been trying to have
some kind of balancing exercise! Be-
cause they hit wage earners and work-
ers hard by making them put pari of
their extra earningg into compulsory
deposits, they wanted to appear as
being fair and just and therefore they
sald they were also hitting the other
sections of the commumity, mnamely,
the middle class people, the small
shareholderg and dividend earners and
therefore they came forward with
this kind of a Bill restricting divi-
dends. But I want to ask the Finsnce
Minuster: can he honestly tell us
whether the original Act really served
the purpose? Did it really leave
enough money in the hands of com-
panieg and did they use that extra
amount which was mot distributed to
the shareholders for, if not modernis-
ing, at least for up the exisling
units? Was it used for adding to the
efficiency of the units which were
working in the country? What we see
is that this did not happen, so that
nobody benefited, The Government
of Indim also did mot bena2fit, nor did
industry nor did the poor sharehold-
ers. Therefore, by this dividend res-
triction what they did was that they
put one additional harassment or
hardship on 5 ocertain section of the

Div.) Amdt. Bill

people, mevely for balencing with
their earlier legislation restricting the
wages of lsbour espedlally in ferms
of dearness allowance. Therefore, L
feel thet thiy half-hearted measure
has not really produced the desired
results,  Neither has it helped the
industrialists nor the sharehojders nor
the workers nor the public. It so,
whom does it really benefit?

If you see the original Act and the
gmendment there are (o0 many geco
unts to be kept, half to be given now,
half two years later, interest to be
calculated etc. At the end of all these
procedural involvements, what is the
resulting benefit you get? s it really
so large? Of course, the Finance
Minister will gay that he has to see
that industrial production is augment-
ed and 1t is precisely for that purpose
that he has come forward with this
amendment because he says that If
new companies are not getting
necessary incentive because the ghare-
holders are mot coming forward 1o
buy the stocks, he hag to give some
concession. But what are the factsT
Is it not a fact that 203 monopoly
conterns normally are distributing a%
much ag 75 per cent nt the dividends
in the country? Are these monopoly
concerns in any way affected in terms
of augmentation of production by the
earlier Act? When you gay that the
new companies are not getting
ward ang that the stock market 18
shy, I want to ask which are the new
companles other than those starled
by monopoly houses or thelr subsidi-
aries, how many new companies have
not come up because of the restric-
tions? That would really answer pari
of the question, because if monopoly
houses are startin
then gurely they
baving any difficulty with regard
capital investment,

in 1872 was 10,85 million GLS
lamps, In 1074 it was 2323 million
their produc~

1



finding it difficult to attract new capi-
tal from the people and the share-
holders. So, which are the nem com-

ate, 30th April,
given by the Minister of Industries
and Civil Supplies on multi-national

foreign companieg and 202 Indisn
subsidiaries of foreign companieg in
India on 3ist March, 1973. ‘These

facilities in two or more companies.

(b) The profits and dividends re-
mifted Abcoad by the branches of
tarelgn companies and the Indian
subsidiarles of foreign companies
during 1871-72 were Rs, 32.05 crores
and Rs, 80.11 croreg respectively.”

80, bere is a situation where the
Government of India permits forelgn
companles and the Indian subsidiaries
of forsign companfes to remit divi-
dendg and profits abroad. But they
are restricting the Indian corupanies
with regard to the dlvidends. There-

1

1y. should we not put such
regulationg and restrictions on forelgn
companies and their dividends?

My point is that you deal in one
way with the foreign companles and
in another way with the lndian com-
panies. But my real point is this
You want the labourers, the warkers
and the wage earners to be hit bard
By your legislation Because of certain
solution which you went to seek for
your economic problemy but, how 18
it that you give pellef to investors in

:
g
g
g
3
5
g
3
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the same relief to the workera? I
think this i3 a gross injustice. Since

pounded, extra bonus payable being
impounded, extra increase in wages,
being impounded, compulsory deposid
by the income tax payers and also
restriction on fividend, Does this
measure, in any way, take away that

restriction which was placed on the
money eupply? This is a matten
which will have to be takem 1nto
consideration,

z

3

£

]

E2
1
REZE
sg38

tricteg to that. ‘Wha

plating here {s what will happen after
the of thoss two years. There-
fore, as far ay package for two yesrs
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”mmmnuauum!m I am
mot interferring with it. - I. hope the
‘hon. Member agrees with it, because
Tio money ig inlended to be squeezed
more than what was contemplated in
{he original Aet itself.  Therefoge,
.now, we are only oonsidering if the
profita of the company are left with
the company, how is it to be dealt
with? Should it go to the sharehold-
ers? It would have happend: if there
‘were no restrictions on the declaration
of dividend and the payment of divi-
dend. Ewen thoughi this was intended
as a temporary measure for two years,
‘yét even after two years, they should
‘ net get advanfage of the profits earned
by the company. I don’t think, at
any time, it was intended that the
sharelolders should not get the bene-
At of the profits earned by the com-
.pany during these two years. The
wnly restriclion we wante3 to lay was
that this money should not go inte
eurrent consumption, - ’

PROF. MADHU DANDAVATE
{Rajapur): Do you agree that the
original Act wag hasty and defective?
- SHRI C. SUBRAMANIAM: It was
not defective. Even now, | am not
enabling by this provision to pay even
one paise extra more than what would
have been payable under the previous
Act.  This the hon, Member should

- realise,

Whatwearenowmrm to ¢nd out
is how to ensure that the prouts earn-
ed by the comipanies Juring these two
years do reach the ghareholders. We

can provide that it can be declared
later on after 1976, that they can take
into account the totality of the profits
earned and, therefore, on that date,
they can declare the d'vidends. But
as I &lready stated mainly because
of the restrictions placed on the pay-
tient of the dividends and also on

Ionl,»ar.wﬂ,h
mnmmm it
nn.mmw-wauwmw-s_-
which will become payable omhrv.ﬂ#
July, 197T6. -

mnmqmdﬁnmutnwhlm_-
this should not carry any interest be-
cause once the dividend is declared,
then it becomes the shareholders’
money held by the companies. ‘On
equity, a reasonable interest is called
for, the interest he woula -have ‘ob~
faified if he had depositeq in thie bank
for this period. -Betweén 1 to 3 years,
it is 8 per cent intérest and, therefore,
I have provided that 8 per cent inte-
re-t will be paid. 'This does not affect
in any way the structure of the pack-
age till July, 19786. Therefore, to
argue on the basis, simvoiy because I
am making some internal arrangement
as between the company and the
share-holders and I am making an
interim urrangement which will-come
inlo effect only after July, 1976, 1o

" say that the package has beén broken

now gnd, therefore, you take away
the o$her components of the package
also, is in my view wiltully misun-
derstanding what is the scupe of the
Bill and trying to confuse the ‘issues.
This is the first point that 1 want to
make.

Another point was made as to for
whose benefit this is going to be dome.
Naturally, this is for the benefit of .
the share-holders. As was pointed

‘out by the hon, Member, on this side,

it is not as if all the share-holders
are milllonaries. Even in the mono-

poly houses, the percentage of Mﬂ-‘
held by the management as guch or
the monopoly hous#s g5 such {s always
limited. It is rather unfortunate that

with a limited holffing. It ig rather.
unfortunate that with a limited hold~ N
ing, they ‘are able to have a strangle- .
Hold on the entire company. That Is
‘a dlﬂemut thln‘ altacether. ‘There
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ferring to the companies, there is

Hie that Ultimately, when
the divideng is géClared, it goes to the
individuels as such and those indivi-
duals are not necessarily big peogple.
A large number of smaller people are
tovolved in it. Therefore, if there is
any advantage, it goes to the advant-
age of the smaller ghare-holdrrs also
who are much more in number than

richer people.

Another question that has been put
by Mr. Chatterjee is: Is this going
to improve industridl production?
The point for consideration is this.
The industrial production has to take
place with the existing invesiment
We have dealt with that aspect, with
regard to the deficiencies, during the
General Budget debate; we have dealt
with it when we discussei the De-
mands relating to the Ministry of
Indistry and we have dealt with, to
a certain extent, when we discussed
the Finance Bill also. Thesefore, I
do mot want to go hack on all the
arguments which were advanceq for
the purpose of improving industrial
production., Whatever necessary steps
are possible are being taken for the
purpose of improving production with
the existing investment.

What we are now concerned with is
not merely the present production,
There hag gotl To be increased produc-
tion and that increased production can
take place only with increased invest-
ment taking place, Unfortunately, new
investments are not taking place today
and, ae has been pointed out by Shri
Mavelankar, new investments should
not suffer by this. The monopoly
houses, particularly the bigger houses
are able to get their chares gubscribed
somehow or other because they have
the capacity. Today, who is suffering?
It is only the new entrepreneurs, the
medium entrepreneurs, the small scale
entrepreneurs who are not able to get
capital for floating their companies
and who want to make new invest-
ments. ‘Therefore, when I say that we
will have to improve the atmosphere

1
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and the climate of investment, it Is
not for the benefit of the larger mono-
poly houses because, in my view, what-
ever be the atmosphere, once they
make up thier minds, they are able to
find the eapital and go forward, There-
fore, when I say that we have to im-
prove the climate of invesiment, it is
mainly for the medium entrepreneurs,
the small entrepreneurs and new
entrepreneurs, It is from that point
of view that I am hoping this measure
will improve the climate to a certain
extent, in that it will provide finance
to the capital market. It Is from that
aspect that we will have to look at it.

Then, a question was put as to what
happens to the money which is left
with the company and how this money
was being utilised—whether it is used
for the purpose of modernising the
existing plants and for the purpose of
making new investments. In certain
cases this might have happened; in
many cases it might nol have happen.
ed. But we have taken this (nto
account. Whenever bank credit is
asked for, we take into account this
moncy of the sharchnlders or of the
company to be used as working capital
during these two years. Therefore, for
any extra credit they want [for the
purpose of increasing production, for
making an assessment of the require-
ments of any particular company, we
take into account this money of the
shareholders which is available with
a particular concern. Theerfore, to
that extent, the bank credit also, and
the resources avallable with the banks,
will be utilised for that purpose—for
the purpose of improving production in
other areas.

Therefore, I would respectfully sub-
mit again that as far as the package
is concerned, this cannot disturb that
package at all. Whatever I am doing
will be after this targetted date of
July 1976, till then I have not ¢isturb-
ed the package. I am providing a
certain method of distribution of this
money after 1976. Therefore, to argue
on that basis that the package has
been brokem and therefore to go back
to the other things and say that dear-
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ness allowance should also be released
now, bonus should alsp be released
now and that additional wages should
ulso be released now, is, in my view,
a comjlete mis-understanding of the
package and also the scope of this
Bill. It ig from this point of view
that I have moved an amendment of
this Bill and I hope and trust that it
will help at least to the extent of
improving the atmosphere for the
new-comers, for the medium entre-
preneurs and for the small-scale in-
dustries; to that extent at least I hope
the capital market will improve and
the investments for the purpose of
bullding up the future of the coun-
iry will alsn go up.

Naturally, I can very well under-
stang the philosophy of the CPI{M)
and also the CPI because they have
no faith in the private sector at all
It may be a very valid point but, as
the Finance Minister, I have to deal
with a situation where it is ‘mixed
-economy’. There is a component of
the private enterprise and a major
component, may be, of the public sec-
tor enterprise. So long as the pri-
vate enterprise forms a component of
our industrial structure, they will
have to produce more and they will
therefore have to have more invest-
ments. Certainly, from that point of
View, they would like to completely
destroy the atmosphere so that there
would be no investment at all in' the
private sector; but that will be going
contrary to the objectives we have in
mind. Therefore, it ig not that I don't
appreciate that point of view gnd it
is not that I don't have any sym-
pathy even for the ideology they re-
present, but that is a completely
different thing. As Finance Minister,
1 have to take care of the existing
economy in the present patterm of
our industrial structure. Therefore,
if they advocate that I should take
measures for the purpose of complete-
ly destroying the private sector from
growing. then certailnly I am not able
to agree with them, because that is
not the objective, that iz not our in-
dustrial policy today. In the Indus-
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tris]l Policy Resolution, 1956, by which
some of our friends even now declare
their faith, there is place both for the
public sector and for the private
sector. And as long as the private
sector iz allowed to conmtinue, it is no
use gaying that we should create con-
ditions in which they would not be
able to function and grow. That
means, to that extent, the economy
also will get stunted and the whole
community will have to suffer because
there would not be any growth or
development. This is the point of
view which I wauld like to place
before this House. If some of my bon.
friends do nol agree with this pro-
posal, I very wel] appreciate it. Cer-
tainly they cannot agree with any
measure which is likely {0 improve the
climate for private enterprise. They
are quite consistent, but 1 am also
consistent as far as our point of view
is concerned. From our point of view,
this Bill goes. to a certain extent, to
clear the atmosphere.

SHRI BISHWANATH JHUNJHURK-
WALA (Chitlorgarh): I would like to
ask a sumple question, The Finance
Minister has said that the small en-
irepreneurs or middle class entre-
preneurs would like to invest in
shares, With such high interest rates
existing now, who would like to invest
in shares—when he is getting a return
of 15 or 16 or 17 per cent in the fixed
deposit with good companies? Only a
fool will do i1t. Till the rate of interest
is Lrought down by you, 1 hope that
the Bill which you are taking Into
consideration will have no effect to
revive the share market or revive the
economy of the country; you will not
find any support from any part of the
investors to put their money in shares.
with indifferent policies of the Govern-
ment all the time....

SHRI C. SUBRAMANIAM: I have
understood your point. This may be
a point of view, but this Bill does not
deal with that aspect at all. Here we
are concrned with a completely limited
Bill with reference to restriction on
the dividends. As a matter of fack
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even taking my hon. friends argu-
ment to be correct, I am liberalising
to a certain extent., There would be
declaration of dividends and, there-
fore, there would be a greater attrac-
tion for shares. To that extent, it is
in the right direction. I am nol pre-
pared to go into the other aspect,
whether we should have this high rate
of interesi, dear money policy and so
on. That is completely a different
thing altogether. As far as this Bill
is concerned, even according to the
argument of the hon, Member, it is 1n
the right direction, Perhaps he thinks
that this alone will not do, But that
is a different matter,

SHRI V. MAYAVAN (Chidam-
baram): The Tamil Nadu Govern-
ment ...

SHRI C. SUBRAMANIAM: I will
reply. Even now there is a provision
in the Income-Tax Aci that upto an
income of Rs. 3,000 by way of divi-
dend, it is not taxable, particularly
for the employees. If any cmployee
is able to get to the extent of Rs. 3.000,
he is not going to be taxed. But if it
is going to be more than that, I am
sure he is not just an employce but
should be something more than an
employee,

MR. DEPUTY-SPEAKER: The ques-
-tion is:

“That the Bill to amend the Com.
panies (Temporary Restrictions on
Dividends) Act, 1974, be taken into
-consideration.”

The motion was adopted,
MR. DEPUTY-SPEAKER: We take

wup clause.-by-clause consideration,
Wlauses 2 and 3. The question is:

“That Clauses 2 and 3 stand part
ol the BIL"

The motion was adopted,
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Clguses 2 and 3 were added to the
i Bm.

Clause 4, (Insertion of new seclion
SA).

Amendment Made

Page 2, line 19,—

for “without interest" substitute—

“together with Interest due

thereon at the rate of eight
per cent per annum” (1)

(SHRI C. SUBRAMANIAM)
MR. DEPUTY-SPEAKER: The ques-
tion is:
“That Clause 4, as amended,
gtand part of the BilL™
The motion was adopted.

Clause 4, as amended, was added to
the Bill.

MR DEPUTY-SPEAKER: The gues-
tion is:

“That Clause i, the Enacting For-
mula and the Title stand part of the
BilL."”

The motion was adopted,

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

SHRI C. SUBRAMANIAM: 8ir, I
move:

“That the Bill, as amended, be
W’”d.n

MR. DEPUTY-SPEAKER: The ques-
tion is:.

“That the Bill, as amended, be
passed.”
The motion was passed



