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[Mr. Deputy-Speaker]
inrespect of the Heads of demands
entered i the second column thereof
agamst Demands Nos 64 and 85 relat-
ing to the Minisvry of Law and Justice™.

The motion was adopted

15 12 hrs.
DBEPARTMEN] Or COMPANY AFFAIRS

MR DEBPUTY SPEARER The House
will now take up discussion and voting on
Demand No 91 relating to the Department
of Company Affairs for which two hours
have been allotted  Shri Jyotirmoy Basu
has tabled a cut motion for the Demands
on Grants If he 1 present in the House
1 would like to know whether he desires
to move his cut motion. He 15 not here
and so it 1s not moved

DEMAND No 91 DEPARTMENT OF
COMPANY AFFAIRS

MR DEPUTY-SPEAKER Mouon
moved

“That & sum not exceeding Rs
1,02,99 000 be granted tu the Piemident
to complets the sum necessary to d efray
the charges which wili come in course
of payment during the year ending the
31st day of March, 1973, in respect of
Department of ‘Company Affams'

SHRI G VISWANATHAN (Wandi-
wash) : Me. Deputy-Speaker, this Depart-
meat of Company Affairs is supposed to be
there to corb the monopolists in this coun-
try and also to act asa watch-dog in the
affairs of the companies I want to deal
mainly ‘with the aspect of monopoly houses
in this countsy and so fur this Ministry kas
tried or achjeved in curblog the momopol-
1sts in this conntry
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15 14 hrs
[SHRI K N TIWARY i the Chauir)

When the definition of monopoly houses
was considered, the Monopolies Enquiry
Commission put 1t at the total assets €xce-
eding Rs 35 crores m 1964 and the same
figure, 1 am told, is eontmuing still mowa-
days when taking mio account whether 1t
comes under large indusirial houses or not
This year, the Estimates Committee ol
which you are the Charman, Sir consi
dered this aspect and it has suggested that
1t should not be a static figure and agun
the Government has 1o keep the list undet
constant review and it should not be lelt
to those houses 1o come and proe that
they do not come unde: the monopoly
houses

Let us see how these monopoly houses
have fared in this socalled socialistic
Government. The big 75 houses had total
assets 1n 1963-64 of nearly 2,600 Crores and
1t increased to Rs 4,032 Crores in 1967-
68 Let Tis come to 1969 In 1969 about 268
licences were 1ssued to the same 75 bg
houses. Government might say that this
was not the same Congress Party, it W4
controlled by old Congress and reaction-
aries Let us come to 1971 There was
no hindrance, no hurdle, Whea the Parly
came under the effective control of Mrs
Indira Gandhi. In 1971 out of the 159
Jicences 15sued 1 total, 114 had been given
to the big monopoly houses, mainly Birlas,
Thapars, Srt Ram, Sahu Jain, Tatas, ¢l
I want to know from the Mmister why
should they have this double talk Why
should you play this hoax on the peopls’
You say that you want to curb monopohies
And that is why you are baving & Mims-
m.acumm!nionmdmnyommm.
and you do not have the same restrictions
which were there before the division of
the Cougress Party. Mr, Nijalingappa 15
no more there; he is not a hardie; Mt.
Kamaraj is pot there; Mr. Sanjoova Reddy
18 not there; Mr, 8 XK, Patil s not there
Why do yeu then issue the ssme Hegnices
agasn to the people whom you ol mono-
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polists in this country? Evenin 1972, the
same is the position. After the massive
mandate in 1972, 18 applications for ex-
pansion by bigger units were considered;
the task force of the Ministry of Industrial
Development disposed of 13 applications
from larger industrial houses and foreign
majority firms to increase their output by
200 to 300 per cent and liberalised the
licensing policy in respect of 54 key
industries. I want to know from the
Government why should they have these
tall talks and high-sounding slogans before
and during elections, and once the elections
are over how Government surrender at the
feet of industrial magnates. You cringe
and crawl before the industrial magnates
and Birla houses and give licences to them.
Is this not a fact ? The Minister must
clarify this.

When late Pandit Jawaharlal Nehru
was there, he Jused to say that the tax-
evaders would be meted out exemplary
punishments and black-marketeers would
be hung to the nearest lamp post. I want
to know from the Minister how many
industrial big houses were prosecuted for
defiance of many rules for which this
Ministry is responsible. Particularly, Sir, I
want to know from the Minister regarding
production in excess of licensed capacity,
how many companies have been prosecut-
ed. According to my statistics, during
1971 there were about 600 industrial houses
which were producing in excess of the
licensed capacity. For example, the Uni-
versal Electric. Co., Ltd., Calcutta,
produced S541.59 per cent more than the
licensed capacity.

Larson and Tubro, Bombay, produc-
ed 966.05 per cent in excess of licensed
capacity. What actions have been taken
against them, how many companies have
been prosecuted and what punishments
have been meted out to them,
know from the Minister.

I want to

Again, diversion of funds from compan-
ies and industriesis a perennial feature
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in this country. Thisis going on for
years together. I want to know from
Shri Raghunatha Reddy, who is known
for his progressive views, whether he is
in a position to control these houses, to
prosecute them. Or, he must tell this
House frankly that he is notin a position
to do this.

Again, inter-locking of capital has
been pointed out very often in this House,
but nothing has cume out from the
Government.

Very recently, Sir—you may know ;
you must have taken evidence in the
Estimates Committee-when a particular
question was put to the Secretary of the
Industrial Development Ministry whether
licences can be given to the same monopo-
ly houses, the Secretary in the Ministry
of Industrial Development replied :(—

“It is a question of political policy
because we attach greater weight to
growth of  industries and greater
employment irrespective of who is act-
vally carrying out the growth or the
type of persons who are engaged in
that kind of activity."”

It means, still the Government is
vacillating on this point, namely, curb-
ing the monopoly houses ; they have
not taken a firm decision whether licences
should be or should not be given to
monopoly houses. I want a categorical
answer from the Minister whether they are
going to take a decision at least now
that licences, further, will not be given
to monopoly houses. Or, let them declare
before the country that they are not for
curbing the monopolies and that they will
allow the industrial magnates and big
houses to grow more and more at the cost
of public interest.

Finally, I want to point out that
when our foreign exchange position isin
the red and we have more than Rs. 10,000
crores as foreign debts, all these foreign-
owned companies are still expanding
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and only this moming, during the discus-
sion on the Petroleum Ministry's Demands
it was pointed out that more licences
have been given and their expansion
programme Is being liberalised, What action
is this Ministry going to take which will
be indicated to other Ministries so that
these monopolies will be curbed in this
country.

SHRI JAGANNATH
(Chatrapur) : While supporting the
Demands of the Ministry, 1 would like
to make a few observations.

RAO

The Annual Report of the Department
did not enthuse me at all. Itisa very

short report, a brief report indeed, but the
achievements of the Department seem to

benil. This Depariment is incharge
of ...

SHRI PILOO MODY
Then why do you
Demands ?

(Godhra) :
support  their

SHRI JAGANNATH RAO: Last
year also we supported them, this year
also we will support them.

This Department 18 in charge of the
administratipn of the Company Law,
the MRTP Act, the Chartered Account-
ants Act and the Cost and Works Account-
ants Act. What has been done in the matter
of administration of the Company Law ?
The managing agency system was abolished
say, some five years ago. So far it is
good. But the same industrialists, ths
same large houses come up under various
guises and they control these undertak-
ings. They come now on salary basis as
consultants, advisers sole-selling agents
asd so on.

SHRI PILOO MODY :
their fault.

It is mot

SHRI JAGANNATH RAO:
comme¢ on high salaries

They
irrespoctive the
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profits the company makes. Therefore,
the control of these larger houses is still
there. The Minister is promising in the
House and outside the House also that
an amendment to the Company Law
would be brought. Two years have passed.
This Department has been made an
independent one and nothing seems (O
come out. If the amendment is to come,
it should be with retrospective effoct
from the dateof the abolition of the
Managing Agency system.

Then, these larger houses also acquire
interests in the small companies. But,
nothing has been done by this Department
to prevent this practice. Here also, an
amendment was promised by the
Minister. I do not know when jt is likely
to come up.

These private companies are also
receiving large deposits at high rates of
interest. The restrictions of the Reserve
Bank of India are mot these, the resuit
being that these companies are utilising
large sums and large surpluses in the
country which would have otherwise gone
for economic development.

Fourthly, the audit of these houses has
been concentrated in & few number of
audit firms. They monopolies the whole
thing. The report says that the appoint-
ment is being done on the advice of the
Controller & Auditor General and he
determines which audit irm should audit
a perticular company. This is not a
satisfactory state of affairs. Young sudi-
tors are helpless, They are not pgetl-
ing business. Here also. tho Minister
promised a legislation and I have yetto
sce the day when this proposed amend-
ing legislation comes up.

Then comes the administration of the
MRTP Act. As the first speaker sald, the
idea of the MRTP Act is to curb monopolies
and concentration of power and wealth.
It was pasmed in 1969, So far mothiog
has been done. Licences are being lsaved
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cither as expansion or as fresh licences
for larger houses mainly for the reason
that we want more production. While
more production is necessary, it is also
necessary to have equitable distribution.
Otherwise there will be no social justice.
We want both economic growth and social
justice. Unless there is equitable Distribu-
tion, more production  alone
will not help. One of the main
reasons why this Department is not able
to exorcise an effective check or control
over the larger houses is this. Thisis
duc to the definition of the term ‘dominant
undertaking' in Section 2. You will find
the definition ‘any house having control
over not less than one-third of the goods
produced.! ‘What do you mean by
‘goods’ ? Itis very liberal in definition,
unless you specify the particular kind of
goods. For example, in case of motor
spares, what is it ? There are many things,
springs gaskets, shock absorbers. Unless
you do that how can you know whether
a particular house is a dominant under-
taking or not in respect of thut particular
item? There are 12 kinds of vitamins, vita-
min A, vitamin C, Vitammn, B-12 and all
that. Unless you define it properly how can
you know whether it is a dominant under-
taking in respect of this particular ikem ?
So, this Department has not taken care
10 re-define orto specify it in more
clear terms, as to  what the term ‘goods’
should mean, so that they can have
beiter control and better check.

The prices of manufacture are fixed,
Gost plus 15 per cent. But what about
the price that distributor charges ? That
isnot fixed. The result is ths. The
consumer i3 required to pay exorbitant
prices. This sspect has to be looked into
by the department.

In Part A of the MRTP Act, action
is taken to check monopolics and trade
practioes,in Part B. The report 'says
3,000 odd names were filed and 7,050
were registered. It is like registering a
case in the court. In case & plaint is
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filed in the court it is registered and
contipuous number is given. That is all.
Have you disposed of any cases ? Have
you found out exactly in what way these
manufacturers have been working !t That
is what is required. Section 37 gives
you the power to examine and investigate
into the scheme and come o decision.
If it is restrictive trade practice, they
should ask the)firm to divest itself of such
activities and take action accordingly.
1 would like to know whether they have
got any such instances in their report.
No, Another thing which is more
important is this. Section 27 of the
MRTP Act authorises the Government
to divide the large houses. I will read
Section 27. It says:

Notwithstanding anything contained
in this Act or in any other law for the
time being in force, the Central Govern-
ment may, if 1t is of opinion that
the working of an undertaking to which
Part A of this Chapter applies, 18
prejudicial to the public interest, or
has led, or is leading or is likely to lead,
to the adoption of any monopolistic
or restrictive trade practices, refer the
matter to the Commission for an
inquiry as to whether it is expedient in
the public interest to make an order
(a) for the division of any trade of
the undertaking by the sale of any
part of the undertaking or assets
thereof, or (b) for the division of any
undertaking or inter-connected under-
takings into such number of undertak-
ings as the circumstances of the case
may justify.

In this case it 18 the Department of
Company Affairs which is wbat is meant by
the term ‘Central Government'. Has
this department taken initiative in asking
the Monopolies Commission to enquire
into the matter 7 What action has been
taken in cases where the financial institu-
tions have lent large sums of money?
My information is this, [have mades
mu?‘ of this, Some of the private
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companies finances to the extent of 40 per
cent to 60 per cent are brought from the
Government financial insututions Thys
money goes 10to the private companies and
they ‘are allowed huge profits If the
Government wants the joint Sector, as the
Prime Mimister stated about this while
addressing lhe FICCI, the Government
shouid ha\e control not only in respect
of mejority sharcholding but the manage-
ment of the company also  Only then can
you have contiol of the economy Publie
sector can lead to commanding heights
only when thus sort of control 1s there
over thesc private companies The
private companies are getling 1nto mons-
ters, please cxcuse me for saying this The
public sector 1s not able to get a control
of the conmumanding heights of the, economy.
Becaute the cconomy s controlled by
the black scutor and the public sector,
the letter 18 not able to march forward, and
1s not able 1o expand 1n & big way Not
one section of the MRTP Act has besn
apphed, Therefore, what 1s 1t that the
Department 1n its two years of indepsndent
existence can claim 1 know the Mimister
mn charge has radical views His
speeches are radical I want hum to act
10 a radical manner, and show that he
is a radical person

SHRI K BALADHANDAYUTHAM
( Coimbatore ) The independent
existance of the Department of company
Affairs can be justified only If it s able
to deal with the problem of monopoly
houses dealt with already by previous
speakers (sowng through the report of
the Department, the first probiem to be
tackied s the growth of fictiious capital
Many people are defrauded on this score
and when you come to the performance
of the Departmont with regard to inspec-
tion, it says®

“ It bas, however, not been possible
to undertake {nspection of all comp-
anles 50 far ordered "—

MAY §, 1972

Company Affairs) 508

I do not thinkythere are more than 253—
“to belmspected due to inadequate
strength of; inspecting staff

Arc they jgoing to stiengthen the staff
or are they thinking of dealing wnth
this 1o otber ways, If they cannot do
the imspection ordered by themselves due
to paucity of staff, it does not speak very
well of the department, which has been
created

Coming to the question, of audit, there
has been an allegation, admitted in the
report, that there 1s concentration of audit
m the hands, of o few firms of chartered
accountants Thev say they are havinga
comprehensive study of this question 1
do not think any monopoly can be dealt
with by mere studies or attempts at
regulation or control The only solution
s nationahisation of audit Government
must take it over entirely and not leave
it to a handfull of companies controlling
the whole audit activily

On the question of monopoly, theie
was & Commussion appointed called the
Sarker Commission to go 1nto the question
of the Birla firms 1 do not know what
hus happened to it, at what stage its work
18, whether 113 repert will be submitted to
this Department or to the Mmastry of
Industrial Development

While dealing with monopolies, there
18 also the question of the investigation
ordered mto the PTI We do not know
what has happened to that With regard
to "diffusion of ownership, 1 supposeone
aspect of the question has been referred to
the Company Affairs Depariment for m-
vestigation and report, What has happened
to all these inquiries 7 Has the Depart-
ment been able to deal with this question
industrial monopoly, press monopoly etc
Isit equal to the task ? There is also the
question of monopolies getting thernsc]ves
fovolved m many transactions pot omly
involving foreign exchange but slso nvol-
ving 30 many underhand dealings with
other foroign firms. For cxample, in
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Amritsar, thete is the OCM. They are
selling the firm out to the Birlas. The
Punjab Government had requested the
Centre that they may be allowed to buy
the sharea of the OCM. Though it may
not conoern this Ministry and it may be
a question of policy, still the Company
Affairs Department can advise on these
transactions because it involves not only
foreigners and foreign exchange but also
development of further monopolies. Simi-
larly, Lord Cato is selling out 35 per cent
of the shares in Andrew Yule & Co to
Mr. Podar. These transactions must surely
be in the knowledge of the company Aflairs
Department and they must be examining
it more closely to see that development of
monopoly is not there and the country is
not cheated of its foreign exchange.

So, I had asked the question whether
they have assessed the results of the Mono-
polies and Restrictive Trade Practices Act,
1969. This Act secks to provide that the
operation of the economic system does not
result in concentration of economic power
to the common detriment, and it also
provides for the control of monopolies and
for the prohibition of monopolies and
restrictive trade practices. 1 would like to
know from the hon. Minister the assess-
ment of the implementation of this Act in
terms of the objectives, not merely how
many companies have been registered, how
many have been advised or how many have
been refused, The point is whether the
objective of the Act has been achieved,
and if not, 1 would like to know how they
are going todo it and whether they are
g0ing to take the extra powers required for
this purpose., The report of the Ministry
talks about amendment of the Act and
making some improvements. But I would
like to know whether by an amendment of
this Act, a gigantic task of this magnitude;
namely of dealing with monopolies could
be grappled with,

SHRI S8.N. MISRA (Kapnauj): 1
completely sgtee with my hon. friend Shri
Tagazmithy Reo in what he said by way of
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complaint about the activities of the Com-
pany Affairs Department. Still, | support
the Demands for Grants, At the same
time, I would like to bring to the notics of
the hon. Minister that improvements have
to be made. After all, experience is noces=
sary m every direction, My learned friend
opposite has just pointed out that what-
ever may be done, there should be gagging
of production, and every poswible step

should be taken for the gagging of produc-

tion. I completely disagrec, Now, we
have got a massive mandate. What we

need is more production. It is not enough

to have distribution of a small production.

But we must be able to meet the needs of

everyone in the country. The first necessity

of our country, therefore, 15 (o produce

more. If we are able to produce more, we

shall be able to distribute also inore. ,

SHRIG. VISWANATHAN : I+ it the
New Congress's theory or the old Congress’s

theory ?

SHRI K. P. UNNIKRISHNAN: We
do not agree with this.

SHRI G. VISWANATHAN : It is the
same old Congress. It is again the motley
crowd. It has no commitment.

SHRI S. N. MISRA : Let the hon.
Member hear what [ am saying . . .

SHRI G. VISWANATHAN : His own
party it disowning him.

SHRI S. N. MISRA [ Mv party is
not disowning me at all.

SHRI PILOO MODY : Thltis because
he does not see his comeades sitting behind

his back.

MR. CHAIRMAN : The hon. Member
may addross the Chair. Other hon. Mem-
bers need not interrupt hifn. The honm,
Minister will reply to his points

SARI S. N. MlSR.f : I am only
objecting to my bon. friend sayiay that
L]
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they have been allowed to produce in
excess, And he says that that should not
have been allowed. My personal views are
that for the present what we require is that
there should be excess of production. There
should be absolutely no . . .

SHRI G. VISWANATHAN : Should
they get licence again to produce more.

SHRI S.N. MISRA : I am putting
forward my party’s point of view.

SHRI G. VISWANATHAN : He is not
speaking on a private Member’s resoiution

S8HRI 8.N. MISRA: The Company
Affairs Department must be able to take
mote active interest in the affairs, Ifa
particular company has got the capacity
to produce and is in a position to produce
mltshouldhemunlhmumprotuea
more, not for the purpose of gagging pro-
duction under the Monopolies and Restrio-
tive Trade Practices Act. We must have
more production, and if we have more
production, then distribution would be
possible in a better manner, and the
country’s prosperity will go up.

1 am sorry to mention that we have got
a Commission—MRTP.  Unfortunately,
we have got a thres-Member Commis-
sion. One of them happens to be a judge
who is the Chairman aod he is getting the
salary ofa Judge. Even over and above
that he is gstting an allowance of Rs. 20/-
per day, 1havenot been able to find out
in any other place where over and above
the salary, homay be eatitled toget Rs.
20/- per day which comes without payment
of any tax to Rs, 600/-, That means that
the further Rs. 2,000 that is being paid to
him {» not asscasable to tax.

I am aware of the fact that the timings
of the Commission are from 10.30 AM.
to 10’ Clock. They are not working the
whole day or whole week. Saturday is
now declared a bolidsy. They do'nnl
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work on Saturdays or on Sundays. They
are not Parliament and they are not High
Court. They are only a Commisssion
endowed with particular powers. In spite
of all that they are 1n arrears. The cases
are in arrears, The disposal is delayed.
Delay in disposal means, we are notin a
position to produce more even in respact
of those companics for which the licence
have bech granted. Isit possible that the
disposal can be made by the Commission
by sitting only balf the day ! The result
has been that we have been carrying
On arrears. The arrears are there. It is
Decessary that the Company Affairs should
take notice of 1t and the Commission
should be directed to take immediate seps
and immediate decisions on the matters
that have been referrod to.

Now, as far as the Company Afairs
aro concerned, I am sorry to say that the
Company Affairs Ministry has taken upon
itself dealing with the Management, deal-
ing with the appointment of Directors,
dealing with the sanctioning of the appoint-
ment of General Managers and other
workers; other officers of the Company,
but such an undue delay takes place. In
some of the cases, even in one year the
matter has not been disposed of. Itisa
necessary evil. If we have taken over to
manage these affairs, it is also necessary
that we should be able to devote more
time, more attention and more control in
respect of those matters which we have
taken over.

1 would, therefore, expect that the
Ministry of Company Affairs will look
1nto these matters and take early decisions
on ali those matters that have been refer-
red tott. That is all. With this | sup-
port the Demand.

MR. CHAIRMAN : Mr, Piloo Mody.

SHRI PILOO MODY ; There is no
quorum in the House.

MR, CHAIRMAN : The Beli in being
rupg. MNow, there is quorum. Mr. Piloo
Mody may begin.
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SHRI PILOO MODY (Godhra):
Mr, Chairman, Sir, now that the Members
of the House are taking their duties a
little more seriously, I feel that I should
alzo perform my duty and talk abouta
subjeét which might educate the House,
because, 50 far, I have been hearing
nothing but & bunch of jargon that has
besn repeated over and over again by
people who do not understand what they
are talking about.

Sir, if I am not supporting these grants,
it is not because the Minister in charge
has not done his duty. Ithink that he has
performed an excellent job, done good
work, because for month and months, not,
a single licence was issued to anybody,
and for months and months, millions of
tonnes of goods were not produced in
this country, because the Minister would
not just approve of any scheme. The loss
to the country in terms of production is
something that this Ministry, the members
of his Ministry and officers of the Secre-
tariat should all be asked to make good to
the nation.

As far as his own performance is con-
cerned, he has done an excellent job. He was
put there for the specfic purpose of stopping
everybody from producing in this country.
And he was going a very good job till the
Prime Minister got panicky. Then she
sent for him and gave him a raspberry,
saying that whatever else you do, the fact
of the matter is that the country hasto
produce. Otherwise, how can the garibis
be hotaoed, Anditisin panic or rather
in groed that 57 licences were issucd almost
overnight to all the large houses, and
from every single one of them,a substan-
tial amount of money was illegally acquired
by his party for the purpose of fghting
clections.

1 do not see why Member after Member
is getting up and accnsing this poor Minis-
ter for havitig done his duty for which he
Was really put there, becanse, otherwise, 1
@0 not think that he has any qualification
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to preside over the Department of Com-
pany Affairs. There may be other Minis-
tries which he may be competent enough to
preside over, but certainly not the Depart-
ment of Company Affairs.

We have just now heard a little skir-
mish over here to my left. One speaker
was concerned about the production in
this country and immediately a whole host
of them got up and started saying “We
do not want production; we want power."’
8ir, 1do not think that this party, this
Government, these people, are at all
interested in production. They think that
manna comes from Heaven and that this
manna that comes from Heaven will be
put in their charge for distributing to all
their followers and fellow travellers, It
doesnot happen that way. If anybody
has lived as long as you, Sir, in this
country, he should know that you do not
get anything for nothing and that you
have got to work for it and working for
It means production. If you take all the
the production in this country and all the
wealth in this country and distributeit,
you would not get anything at all, let alone
the fellow in the street, the farmer, the
landless labourer, the worker and the
Jowest echelons on the economic rung all
of whom will get nothing at all.

Some Congressmen may fill their pock:
ets,but nobody is getting anything out of the
nationalisation of wealth and the nationa-
lisation of property and the imposition
of a celling and all the mess that they have
made in the country. The fact of the
matter is that the nation will have to gear
up to produce, but it cannot do so in this
fashion irrespective of the mandate that
they got. Tho fact of the matter is that the

only then that you will be able to briog
about production.

The argument of my comrade to my left

is production is jmportant but then it must
allto done under social control, which
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means their control. 1 do not know how
thase two have been equated.  Social con.
troi means their control ! If the comman-
ding heights of the economy have to be
captured, it means that they have to cap-
e them.

It is a great tragedy; the sad part of it
all is that whea they try to produce, they
do not produce. As producers they are
somewhat impotent. The fact of the matter
is that they take over the productive
units and make them non-productive,
Why does it happen? It happens for
two reasons : (a) They are very greedy.
They want to plunder everything they have
taken over. (b) They do not have the
expertise and knowledge to produce. After
all, not everybody can produce. This is
the sad fact of life, which even our friends
over here will have to accept, whether they
Hke itor not. There are some who can
produce and some who cannot, You have
a collection of all the non-producing mem-
bers of our society assembled over here.
They are now passing judgment on produc-
tion, 1t is very sad and the result of it is
that this whole country bas to go on gett-
ing worse and worse from day to day.
When they find their GNP does not match
up and their pational income does not go
up, they have now invented a new theory,
by the kind courtesy of a Pakistani econo-
mist, which says that GNPs are not impor-
tant; this is not the method by which one
must judge the performance of the eco-
nomy. If the economy is to be judged at
all, it should be judged in torms ot what
they have produced in the sectors they have
commanded!

The story of what they have produced
§ 2o dismal—jook at your public sector;
Jook At your private sectot—because of the
bave you aeé playing through ooatrols
whish yisis deparrment exercises.

You talk sbout monopolies. But the
moss insldious monopoly of all is the
manopoly of Siate, which has no sanctions
#o iaond po eponomic laws functioning op
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it. Take what happened at Bokaro. It
will not finally produce steel, but it will
produce gold. They find that in spite of
the fact that they have pumped in aft the
money they possibly can, it cannot even

pay the interest on its loans. So, mow

they have come before Parliament saying,

there should be a moratoriuth on the pay-

ment of interest, whereas what they ghontfd

do is to give more loan so that it can pay

the interest. This way you canmot juggle
figures for ever. You have to face up to the
reality. You have a Monopoly Commis-
sion which does not even understand the’
basic dictionary meaning of the word
“Monopoly”. Monopolies are bad. If
they are bad in Tata's hands or Birla"s
hands, they are much worse in your hands.

Monopolies are bad becauss no market
forces operate on monopolies. No econo=
mic laws operate on monopolies, with the
result that ultimately the consumer has to
pay higher prices for the product. If there
is any social justice to bé brought about in
this country, it can only be done if we aim
our economy at what is known as the con-

sumers’ benefit, because after ali, what is

the consumer? It 1s the common man. The

only scientific definition of the common

man is consumer. Till they look upon the
consumer as king, whose wishes and needs

should be the subject on which the policies
of this Government should be framed, I do
not see any hope for this country. Why
ope company department? Let them create
five company departments; it will just mesn
that much less production. Therefore, Sir,
you would bs doing me a great favour if
you recommend to the Prime Minfster and
to the members of this House not to pass
these demands and to abolish this Separt-
ment aitogether,

SHRI AMRIT NAHATA (Barmer) :
Sir, I thought I was transported a century
and a half back when I was listening to
Mr. Piloo Mody. The economic thepries
that the flaunted about are as out-dated
and obsolete as ho himself is. Fo
of the savereignty of the consmeqer. He
pays, the pommop man swaps thp cof
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stimer  Does he know that 75 per cent of
Indas population does not consume any-
thing and does not buy anything at ali?
So, according to Mr Mody's theory 75 per
cent of India's population does not con-
stitute the common man or human being

SHRI PILOO MODY Lvery single
man, women and child 13 a consumer
Even amimais and 1nsects are consumers.,
But the hon. Member says that 77 per cent
of human beings are not consumers

SHRI AMRIT NAHATA 1 was pained
to listen to one of our own colleagues,
with whom Shri Piloo Mody was 1n com-
plete agreement, that production 1s supreme
Production of what? Production of aircon-
ditioners, refrigecators, pressare cookers and
wosmetics? The private sector whose mouth
piecé Shri Piloo Mody 13, what 18 118 con-
ditson? What 1s the position of the tex-
tile industry and the sugar industry!
Having amassed profits all these years the
entire textile industry 1s 1n shambles now.
What do they produce? They do not pro
duce coarse cloth for the common farmer,
they produce fine and superfine cloth and
synthetic yarn They produce for profit
and not for the meeds of the society
Herein ljes the difference between the
public and private monopoly Shri Piloo
Mody refuses to make a distinction between
the two. There 18 a basic difference between
State monopoly and private monopoly.

Pnvate monopoties are inevitable m
capitahst societies, The MRTP Act, with
all the best intentions behind the law, even
thotgh i aims at regulating the develop-
mant of capstalixm in India, 1t 18 bound to
fail, as the snti-trust laws have faied 1
America and the United Kingdom.
Through various devices ke mergers
these laws are  side-tmeied and
capitalism inevitably loads to the growth
of mopopoly houses The MRTP Act
dees net Yiquidets momepalies; 1t does
00¢ ovep impoge s moratoriem en mono-
Polieg, It gnly says that if any big busi-
nes house of mondpoly hotse wanis
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further expansion, it can do 0 oaly with
the permission of the government. So, tbe
passage which Shri Viswanathan was
quoting was very correct. It is & matter
of policy to be followed by the govern-
ment Itis only an empowering or en-
abling law The object can be achieved
only by the economic policies of the
government

We are very much concerned with
the recent developments, Shri Prloo
Mody was talking about the dawn or
sanity Actually, it 18 a distortion
and deviation from the  acoepted
policies of this government and the ndus-
trial policy resolution passed by this sove
reign Parliament Now these busmess
houses have been given free expansion
permissions and even foreign capital is
coming Now the foreign companies
coatrol 25 per cent of the investments in
the corporate sector. If you calculate the
profits that are repatriated by them it
comes to crores of rupees every year So,
at least the foreign compames m the
country must be nationalised Further
growth of big business houses should not
be allowed because we are convinced thas
these monopolies obstruct the growth of
the economy, they arc stumbling blocks in
the production of the country If mono-
polies are allowed to grow, production
will ot increase in the country., So, the
monopolies must be checked They must
be taken over by the State and run in the
interests of the country,

SHRI PILOO MODY * Inclading the
monopoly of the state

16 hri.
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“ “To check concentration of eco-
nomle power and to curb reatrictive
trade practices.”

ok T st Qe

“To check concentration of econo-
mic power to the common dstriment

and check monopulistic and restrictive
trade practices and for matters con-
nected therewith or incidental thereto.”
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SHRI VAYALAR RAVI (Chirayinkil) :
Mr. Chairman, Sir, the Minustry 13
presenting a very small report. By
prosenting a small report the Ministry may
think that sts duty or function s very
little. The Ministry 1s functioning
through the Compaines Act, MRTP Act
and a few more, I may hike to ask the
Minister what is the purpose of these Acts,
whether these Acts are meant for the
growth of monopoly or for mult: national
companies to come to the country more
and more and eat away all our wealth ?
If we examine the whole concept of
monopoly in this country, we can very
easily say that in the last ten years these
houses have grown wup like anything
inspite of these Acts The other day
Shri Hiren Mukerjee narrated the whole
story here, how horribly they are coming
up in the private sector. While enacting
thess laws, we are not checking the
monopoly but we are regulating 1t, we are
making the monopoly houses more
honourable, respectable and acceptable
By these Companies Act and MRTP, you
are not able to check the growth of
monopolies. 75 big houses have come
up in the last ten years. In 1960-1964 the
capital of these companies was Rs. 2,609
crores and in 1969-70, it had gone wp to
Rs. 4,039 crores. Herealso we sec that
Mafatlal has gone up by 96 per cent,
Birlas by 100 pet cent and Parry & Co.
by 360 per cent. It is evident that,
with these laws, we are unable to check
the growth of monopolies. 1 would like
to know what you propose to do to arrest
the growth of monopolies in this
country.

I do agree that this 1s the pecessary
evil of the mixed oconomy in this country.
Mixed economy can ba characterised, as
somebody said, as the mixture of biack
and whito money. More than Rs. 7,000
rores of black money are there, they
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are running a parallel economy in this
country It 15 an evil that has been
produced by the mixed ecomomy. It is
high time that we may think in other
terms. We have to review the whole
economic conception and bring about
necessary changes. We cannot carry on
with the concept of mixed economy. It
Bives nse to monopoly houses and big
houses  They are running a parallel
economy in this country.

I now come to multi-national firms.
I do not want to take much time, but
may T draw your atteotion to the article
that has appeared in the Financial Exprees
of Aprii 187 It 18 a summary report of
UNCTAD  The Fire Stone, the Good
Year, IBM and Burmah-Shell are looting
the wealth of our country. As far as
IBM 18 concerned they are manufacturing
electronic equipment, making a crime on
humamty Thess weapons are exported
through American Defence Deopartmens
to Vietnam to kill the people there  They
are using computers for waging the war
jn Vietnam. The same persons arc
manufacturing computers here  And you
are allowing these multi-national firms
to loot the wealth of this country.

Even in a new field like the shipping
industry which 1s coming up, this 1 the
positton Our Government has given
loan to the extent of 75 to 95 per cent
to private firms By giving such huge
financial assistance you are allowing new
monopoly groups to grow in the shipping
industry  also. The South India
Corporation has been given a loan of
Rs. 19crores A total of Rs. 60 crores
has been given to the private sector in
the shipping industry. The foreign loan
comes to Rs. 14 crores. I want to know
why the Mnistry {s not coming forward
to check the growth of monopoly in the
shipping Industry.

So far as investigations are concerned,
you are giving only ope paragraph. 1
would like to know what gou propose fo
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do to comtinuwe the Investigations,
sspacially against Geenkss. Two cases
have been atayed by different High Courts.
What do you propese to dothere? In
wegard to investigatioms into monopoly
dowses, always the court comes in and the
fmses are stayed. You are unable to
procsed.  You have to make some laws
0 ping the loop-holes in the present onder
about investigations.

In conciusion, T would like to say that
shese big business houses, using their
sobsidiary export houses, are getting into
the @ishing industry. They do the biggest
manipaistions in foreign exchange through
this. i have writtem to you; the Minister,
dyswing sitention to this. The big howses
like DCM, Tatss, Karnatic Miils and
nion Carbide are coming into the fshing
industry and they are expanding their
menopolies into the fishing industry aad
cushing the small groups. It is only to
fiah in the foreign exchange that they are
doing . They all have foreygn
coliaberations. You hawe not taken any
aotion egainst them, That is why I am
drawing your attention to that agsin.
1 have to infoxm you that Tatas in Cochin
are purchasing fish for more than 10% of
international market vajue. I know they
are pot taking iaterest in my people of
Kemala. It is only for the foreiga
exchangs maqipniation. So, Bir, 1
xeguest you to use your good affices—I
know Mr. Riloo Mody is against you and
ba spoke against you because his masters
ame against you—to check the growth of
the momopoly houses, especially, these
malti-astional firms asalso the menopoly

the company peactioes in the private sector
from within and the weeking afthe
Compsay Law Depsrtment from without,
Limntiony thet the Company Law aswell
88 thetdepopolies and Restoictive Trade
Sractisgs Aot requiredmetio sevisics.
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The hon. Minister has boen constantly
promising us that he wil} bring forward aa
amending Bill but, as Mr. Jagannath Rao
said, the Bill has not seen the light of day.
Company Law is a complicated Law, and
if he wishes to bring about what hocalisa
comprehensive legislation, then | am afsaid
that the life of the present Parliament will
be over by the time the Bill comes up for
consideration. I would, therefore, suggest
for his consideration that these amend-
ments should be divided into two groups,
one which consist of urgent requiremeats
which have been observed and noticed in
the light of the working of the Coampanies
Act and the other which can waita little
longer and which may be subjected to the
scrutiny of a Joint Select Committee of
both Houses of Parliament and passed
within a year or so. Ifall the amendments
areto be taken up togeiher, then] am
afraid, it would take a year ot two before
the amendment sees the light of day and
it will take another year or two before
the Select Committee, and then the Bills
will lapse.

That there are lacunac in the Compa-
nies Act is patent and nobody can deny
that fact. I would like to mention the
provisions which require urgent attention,
and they are things like differentiation
between private and public limited come
panies. The private limited companiss to-
day get away with murder almost, whereas
there is a considerable amount of disci-
pline imposed on the public limited
companies. The result is that more and
more companies are coming within the
category of private limited companies and
escaping the attention both of the Com-
paty Law and the general public, This
distinction Is based on the practice of the
British times when there were private
limited companies intended for their own
peepie. Therefore, this distinction ought so
be removed as early as possible, sad 1
seggost’ that this should be one of the
subjests for considerdtion ‘in the present
Pattiament, that is, sn smenditg Bl In
the present Parbismmnt, H
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Then there are things like appointment
of the Managing Directors, remuneration
of Managing Directdrs, requiring the
Directors to obtain the consent of the
share-holders. These requirements are not
there in the working of the private limited
ecompanies and I suggest that the private
limited companies should be brought on
par with the public limited companies in
these matters,

Then, there 1s the question of inter-
corporete investment or, as some Members
said, interlocking of funds. 1know how
did the Mundhra empire grow up. You
first taken loans from financial institutions.
You use thess loans for acquiring interests
in the shares of other companies and
after acquiring those shares, you pledge
the shares with the bankers and take
out fresh loans, and with those loans you
acquire or buy another company and so on
and so forth. Thus, you have the
scquisition of companies throngh the
inter-corporate investment of funds. I
can give you example after
example where a  small company
has started operating on this basis and
bas developed into an empire within the
last three of four years during which 1
have been watching them.

In vegard to the MRTP Act, a lot of
friends have said that monopolies have
wot been cnrbed and the rich have become
richer and the poor have become poorer,
That is quite true. The reason is this.
Itis not the fauk of the Minister, 1f 1
may say so, It is the fault inthe
working of the provisions of the Act.
Raference was made to a particular clause
relating to  inter~comnection which was
based at that time.on the concept of the
Mansging Agency system. That Manag-
ing Ageocy syatem has now becn aboli-
shed, with the result that this inter-
conoection has beceme looss and the
companjes. ewsn like Ceatry Rayans,
which ¢verybody knems is.a Birls company,
#oc Teleg, whigh, sverpbody keowsis 2
Tata, cogpany, do not come within the
Shpiee of the Bitlas or the Tatas. This

VAISAKHA 15, 1894 (S4KA)

Company Affeirs) 526

is because of the Ilscumae in the opera-
tion of the inter-connection of companies.
That ought to be remedied as carlyas
possible.

Then, the whole-time managing dree-
tors and executive directors shouRd We
debarred from joining the Boards of efher
companies or drawing any remuneration
or commission or drawing other benefits
from other companies. If a remumerstion
is fixed for working as whole-time manag-
10g director or executive director he should
be required to work as such whole-dime
managing director or executive director and
he should not be whole-time directar of
one company and be a directorin a
number of other companies drawing
remuneration from them and more or less
not paying wholetime atiention to the
company from which he is drawing his
main remuneration,

Then; under the MRTP Act, Compaay
Law Department has issued a Notification.
It hes taken a group of industries for
purposes of defining what is a dominant
undertaking. They have defioed it in such
a manner that very few compasies which
are obviously dominant do not fall within
the purview of the tesm dominant
undertaking, beacuse they have taken
up huge groupsas one overall umbreila.
This notification  requires immediate
attention and revision.

Finally, Sir, everydody has taken about
audit end dispersal of audit, wider
distribution of audit work and so on.
And then there is the other question of
company secretaries and the Institute of
Compeny  Secretaries. There is oo
reason why public sector companics which
are large companies, which are Dbig
companies, should not appoint cempmay
gecretaries when  the intention of the
Minister is that private sector companiés
1 do not mean private limi ted compuities,
put private sector companies,— &ro golig
to be required to appeint recogitised

mm
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I do not have the time at my disposal.
Otherwite I could have pointed out cases
where the company law has lacunae and
defects which ought to be made good. But,
I bope that the hon. Minister, earnest
48 bejs—and onthat I have no doubt
whatsoever,—will bring forward legisia-
tion even befros the end of this session
of Parliament to see that the mecessary
amendments are made.

SHR! SOMNATH CHATTERJEE
(Burdwan) : The Department of
Company Affairs has functioned ina
manner that by and large it has failed to
achitve its two mam objectives namely;
containment of monopoly capital in the
‘country and getting the companies comply
with the provisions of the compasics
Act. On 31-3-70 there were 50 companies
with total assets of Rs. 20 crores and
over. Out of them 57 were non-Govern-
ment companies. 11 had assets over Rs.
60 crores. 23 ranged between Rs. 20 to
Rs. 29 crores, and 17 between Rs 30 to
Rs. 39 crores and one between Rs 40 to
Re. 49 crores, and over Rs 50 to Rs. 5%
crores there were 5 companies. 1t is a sad
commentary that after 25 years of indepen-
dence weare allowing these non-Govern-
ment companies to acquire more and
more assets, They are diverting funds for
purposes 1n a manner contrary to the pro-
visions of law. Iwili give you instances
how the companies divert their funds,
4vnects and profits, Benami transaciions
take place The companies are sent into
hiquidation to deprive the share holders.
One instance is that of the Britanaia
Enginecriog Company Limited, We
know why this problem has not been
tackled in & more sorious manner. These
ats the companies which have becn
making donations to the party in power.
Bven after the Jagt amendment of the
Companles Act these companies have besn
soaking contributlons is ane form or
,Anoher, in the personal name of difeators
Afws jaking out sizeable sump of mioney
from the companies. From ths smgport
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of the Department for 197172 we find

that investigation was directed under
section 235 and section 247 of the Comp-
anies Act only intwo cases. These are
some of the very salutary provisions made
in the Act, but hardly taken recourse to.
There are ample instances of companiés
not preparing their balance-sheets in time
and not holding the annual general moetings
in time under one excuse or the other and
the prosecutions lsunched in this regard
so far have all become a mere farce only
because they are fined Rs. 5 or Rs. 20 or
Rs. 500 and they are eagerto pay the
fine but theydo not hold the annual
general meetings or prepare the balance-
sheets in  time. Therefore, I suggest
that if necossary, the Companies Act
will bave to be amended. The Company
Law Board may if nocessary 1ssus
directions suo motu if the annual general
mectings are not called that they must
be called. Under section 167 of the Aet,
the Company Law Board or the Govern-
ment have been given the powerto call
general meetings which could be called
as annual general meetings, but thatcan
be done only on the application of some
member. If the Company Law Board is
gomng to function as the watch-dog for

proper functioning or proper
implementation of the Companies
Act, then Government must have the

power to force annual general moetings
to becalled and also appeint auditors,
80 that the balance sheets are propared in
time and they are filed.

1 would like to say a word also about
the intervention of the Government in
section 397 proceedings. We all know
that s the provision dealing with
oppression of the minority. We find
from experience that Government's
decisions or the Company Law Boards
decisions to intervene in such proceedings
bave on rationsl basis behind chem. Ir
somp matiers they intervene in the proceed-
ings, but in macy matters they do oot
What are the critecls, snd what seethe
guidelines on which & declsion ¢ taken by
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the Company Law Board to intervene in
such proceedings ?

1 would like tosay & word about the
vote by the public trustee  Under the
Companwes Act, an cases of trust, the
votes 1n respect of the shares held by a trust
will have to be exercised by the public
trustee or on the basis of a proxy given
by the public trustee In many cases, I
find from the report that the public
trustee has given the proxy in favour of
the old trustees of those trusts themselves
In many cases, the public trustee abdicates
his powers and functions with regard 1o
exercising his vote and gives the power
to theold trustees to exercise votes Then,
what 1s the good of having & provision
like this * Under the Companmies Act
when the public trustee 1s to exercise his
vote, he 1S not to exercise lus ‘vote on
behalf of the old trustees but e has to
exercise It as 4 public trustee himsell
after looking into the facts of each case,
or through his own nominee and not the
old trustees

The last point which [ would hike to
make 15 10 regard to the question of
concentration of audit work m some of
the firms of auditors, 1 suggest that it
should be more broad-based and the
services of more and more auditors should
be utilisod Itis necessary to see that
there 1s no concentration of audit work
in the hands of a few individuals or few
firms

In conclusion, 1 would saya word
about the Company Law Advisory
Commuttee Under section 410 the
advisory commuttee has to be setup fo
advise the Government  Although 1t has
boen set up, we find that it had held only
one moeting during the year 1971 What
#the real purpose of this committee ?
What are the matters referred to 1t?
What 18 the object of its functioning if
it is going to meet only once in the whole
of the year? What was fthe result of
their delfberations. The report which
has besn submitted or prepared by this
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committee 18 really sketchy and contains
only some bare particulars and bare data
No real materials have been given to us
and we do not know the real functioning
of this committee  With these words, 1
oppose the Demands

SHRI K P UNNIKRISHNAN
(Badagara)  Tdo not want to argue with
8bni Piloo Mody Iike my fnend Shni
Nahata For me it WAS & very amusing
experier ce listening to him I know  that
despite Shri Prilon Mody the caravan of
historv will march on and rejecied as his
party has been bv the electorate his 1deas
will also be buried 1n the dustown of
history  Soclal development or Pprogress
cannot be arrested by Piloo Modys and
if this MRTP Act has entered the statute
book it 15 mainly because of certain
political developments in the country
because of the struggle of the masses
1 am one of those who firmly beheve that
it 1s notan accident that it 1s there 1n
the stattte book but I would only request
the Ministry and the Department who
have done excellent work to keep vigilance
because there nught be attempis from
not only sections belonging to  Shri Piloo
Mody’s way of thought but also saboteurs
from within I would ask him to be,careful
about this aspect becausc burcaucrats
in this country and this Government
can sabotige anything, however well-
intentioned others might be 1 would
also tell Shri Viawananthan that this
Department cannot be held 4s a scapegoat
for the retardation of mdustrial
development.

I would like ccrtain  clarifications from
the Minister about the admimstration of
the MRTP Act and related matters There
are reports to the effect that there are some
basw. differences within the Monopolies
Commussion and between the Commussion
and the Department It has f{come m the
press specifically on the question of the
TELCO case There were, a8 Shn C C.
Desat referred, requests for expansion from
Cegjury Rayon and TELCO 1 would also
say that the Commission as envisaged is
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not a court of Law but is an investigative
body. 1t cannot abdicate its investigative
functions. 1 do not think the Commission
should have overlooked this. If chapter
three is the kernel, that s, investigative
functions, it is this function of the Com-
mission which will enable Parliament and
poople to know how concentration is
being built into the economy and how it is
growing. If it abdicates this function. in
one way it is sabotaged,

1 would also say that the Commission
should not interpret sec. 62 of the Act in
a very narrow sense because Parliament
cannot be kept in the dark. Section 62
says :

“The Central Government shall cause to
be laid before both Houses of Parliament
an annual report and every report which
may be submitted to it by the Commission
pertaining to the execution of the provi-
sions of this Act".

This thin volume issued by the Depart-
ment is not what we want, and what was
intended was a report of the specific
cases into which the Commission has gone.
1t is absolutely vital that Parliament 13 in-
formed as to what is going on in the jungle
world cf the Indian private sector., This
can alw create interest in data and
documentation of concentration of
economic power.

As has been said by Shri Baladhan-
dayutham, there have been takeover ,bids
by Indian monopolies of English and
other firms. I would particularly like to
refer to Shaw Wallace and Andrew Yale.
Js it Government’s intention to substitute
foreign monopolies by Indian monopolies 7
Or wotlld give Government give a chasce—
I want an answer (o the sxtent a
sitisfactory smawer can be given—to the
employees 1o take over such concerms by
credting the necessary conditions 7 Or
would Government themasives take them
over 7 If s0, have Goverament sty definive
romuhtﬁm in this regard ?
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1 support the plea made by Shri
Baladhandayutham for nationalisation of
audit. T do not know whetherit is
immediately feasible or whether the
Department is thainking on these lines. I
hope soon enough legislation will be
brought forward to this effect.

MR.CHAIRMAN : Mr. K.C. Pande
—absent. The Minister.

SHRI M. RAM GOPAL REDDY
(Nizamabad) : Sir, my name 1s there.

MR. CHAIRMAN: I am calling the
Members who are on the hst.

SHRI M, RAM GOPAL REDDY : My
Whip has sent my name.

MR. CHAIRMAN : That 15 true, But
1 have called the Minister.

off pew WT WG (G3A7) : GHI-
qfs adlew, @z ¥ wOgiE W@l
Aforg | margfer 9

MR. CHAIRMAN : The Bell is bemng
rung—Now, thereis quorum. The hon.
Minister may continue.

THE MINISTER OF COMPANY
AFFAIRS (SHRI RAGHUNATHA
REDDY) : 1 am extremely grateful
to the hon. Members who have
participated in the debate on the Demands
of Grants for the Department of Company
Affairs. Though some of them have made
critical remarks, 1am again grateful to
them because they have also made very
useful suggestions.

Some of the hon. Members have
recommended various amendments to the
Companies Act. My frieod Shrl C. C. Desa!
has recommended that the amendments 10
the Companies Act must be brought for-
ward in two instaiments. I hBave ajready
emm:hbmmmdﬁhndﬂkﬂ
to bring the ameudments iniwo instal-
ments, though his suggestion bas come
very usafully now. o
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About the take-over bids, I would like
to dispose of this problem earlier
Referenpes were made to Andrew Yule and
Shah Wallace I mught tell the hon.
Members of the House that the (ake-
over bids have been stopped B P Poddar
has been prevented from buying the shares
of both Shah Wallace as well as Andrew
Yule

Another question which has been
raised on the floor of the House 1s about
audit Thisis a very delicate and intri-
cdte problem which the hon. Members
would have to conmder with alot of
attention and understanding We have to
deal with human beings who have certamn
profession and who are specialists in their
profession. Therefore, when we deal with
this profession of audit, we will have to go
a httle slowly, though necessary changes
will have to be brought about, untimately,
whether 1t 18 nationalisotion or whether 1t
15 slow elimmation of the monopoly
control by a few large houses So, some
kinds of changes in the strustural content
of the operation of the audit system and
some method should be adopted But 1t
must be done slowly, and steadily the
progress will have to be achieved. Keeping
this also in mind, we are trying to bring m
certain changes in the Companies Act
itself so that the changes cau usher n a
gradual proceas of elimmnation of the
monopoly control in the audit system

At this stage, | may mention the nature
of the amendments we are thinking of or
which are almost ready As far,as the
amendments to the Companies Act are
cancerned, they are almost final, and I
hope that m a ahort ume, we will be able
o come before the House for the introdo-
ction of the first instalment of the
amendments,

With regard to the amendment of the
Monopolies and  Restrictive Trade
Practices Act also, I am more than fully
Consclows, than .any other hon, Member
bete about the varous amendments that
Are necepsary in the context of the various
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provisions of this Act, because the working
of this Act has been made a Iittle difficalt
by the abolition of the managiog agency
system which was itself an mter-connecting
link in the definition of inter-connected
undertakings under section 2(g) For
reenforcing the definition of the inter-
connected undertakings also, we are
introducing a certa;n  definiion in the
Companies Act itself That also would
help us to strengthen the functioning
of the MRTP Act and some of its
provisions

Anotoer Important and wide question
has been rased by many hon members
about the growth of monopoly houses
and big business houses in this country.
Figures have been quoted  Illustrations
have been placed how various big busviness
houses have grown, notwithstanding the
operation of the Companies Act and
MRTP Act which 18 expected to regulate
the growth of monopolies Contentions
have been ramsed that concenuiation of
economuic power has increased  In regard
to this aspect, I would ike hon. members
to hindly appreciate that we are operdting
these Jaws within the framework of a
mixed economy and the MRIP Act is
meant to regulate the operations of a
mixed economy By no streich of
imagination will 1be able to assert that
the operation of the MRTP Act isell
would directly takes us to the road of
ehmination of monopolies or capialistic
structures in  this country [t canmot
By its very nature, the MRTP Act 1s only
meant for regulating economic institutions
from further becoming nsttutions of
economic power  Therefore, this hmated
object with which the MRIP Act 1s
operating will have to be kindly
appreciated  before  we think whether
i s an iostrument for a socialist
transformation or 4n nstrument for
regulating economic institutions from
runnmg amuck or  developing into
\nsthtutions of concentration of economfc
power If we make ths distinction, our
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appreciation of the operation of the Act
would be clear

Notwithstanding this, what arc the
instruments of deconcentration we are
employing for de-concentration of econo-
ouc power and the stranglehold of hig
business 7 It may not be apparent on the
face of it, bus by the dilution of equity,
by the nsertion of the convertability
clause for the loans taken from financial
nstitutions and by providing that inter-
connected undertakings of business houses
should not contribute beyond a particular
percentage in & particular undectaking or
corporate body, we are tryingto reduce
the concentration of oconomic power in
a very invisible manner. We are trying to
achieve this by not allowing inter-connec-
ted updertakings to contribute more than
particular  percentage which  will not by
ieelf give them a controlling power, by
enabling the financial institutions to
contribute to equity as a result of which
public financial institutions themselves
would get the power over the runming of
the company and also through public
investment itself. Public investment In
the public sector 18 to be understood as a
countervailing force for the growth of
monopoly 1 this country The public
sector must not only reach commanding
heights but, if I may ssy so with your
permission, the public sector must reach
the lucrative heights of the economy If
we can reach that stags, the growth of
monopoly can be effectively controlled and
that would pave the path for socialist
teansformation The exmting instruments
the Capital Issues Control Act, Industries
{Development and Regulation) Act, the
MRTP Act and other allied legisiation—
will have to be used as instruments for
regulation and the public sector must be
used for the purpose of growth of our
economy. 1 quite agres with Mr, Nahata
when he madea pointin theory that
monopoly and growth are contradistion
in termm. Growth of monopoly does not
wocessarily mean growth. Ata partieuiar
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point of growth, when the profit rate
does not go up according tothe rate of
vestment they make, naturally they
would put restraints on preduction itsslf
1n order to maintain the profit rate There-
fore, growth of monopoly oreconomic
power at a particular pownt of time, at
a particular pomnt of production, may
become a disincentive for growth itself,
Well, we are conscious of that. Therefore,
government i3 using the de-concentration
methods for the purpose of diluting the
concentration of economic power and
controlling the monop ly, like the concept
of the joint sector, the concept of holding
company and even the acquisition of some
of the undertakings wheraver it 18 necessary.
Therefore, sclective nationalisation, the
mtroduction of the concept of joint sector
into the working of the industrial undertak-
mngs and also the conceptof holding
companies, which 15 going to be introduced
in certan aspects of the economy, these
are the various instruments of de-concen-
tration for the purpose of dealing with the
concentration of economic power

I am fully conscious of the facts given
by Shri Viswansthan and also Shn
Amnt Nahata, Shn Ravi and others in
relation to the growth of big business
houses. Wherever the problem of economic
power has to be considered, the growth can
not be sacrificed. Therefore, we will have
to balance the growth and the reduction of
the ‘concentration of economic power.
While trying to achiéve de-concentration
of economic power, at the same time we
have to achieve & rate of growth in the
economic development So, we have to
strike & balance. In the context of s
mixed economy, this 15 a continuous
process and, If [ may use that expression,
an arduous process of balancing the two
Aspects,

AN HON, MEMBER : The result is
very often fruitless

SHRI RAGHUNATHA REDDY :
That is why we get compliments from Shnt
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Piloo Mody and also some others While
we are ensuring production on one side, we
ate also the ensuring that there 15 no con-
centration of economic power on the other
side. The very fact that both sides are
criticising us 13 itsell a guarantee that we
arc 1n the correct path of balancing deve-
lopment with reduction of concentration of
economic power. While we are promoting
production, at the same uime, de-concen-
tration methods are employed in the
internal mechanics of the working by the
Joint sector or control of the particular
corpolate body itsell

Another aspect which has been referred
10 18 the disposal of cases under the
MRTP Act [ would lhike to give some
figures about the disposal of these cases tor
the consideration of the House In all,
229 cases under sections 21 and 22 of the
MRTP Act were received up to Ist May
1972 Out of these 229 cases, 149 cases
have been disposed of Though I may
attract some criticism from ny own
fuends, 1 may say for the benefit o the
hon. Member, Shr1 Piloo Mody, that the
rejections under the MRTP Act ate only §
so far As far as expansion under scction
21 and setting up new undertakings under
section 22 are concerned, the rejections are
only five To the criism that we are
holding up industrial development and we
are not allowing production to come up,
my answer s that we have so far rejected
only five cases. If the rejection of five cases
18 bolding up the entue industrial develop
ment of the country, then we will have to
put up with 1t

ltis my humble subnussion that the
stagnation les with the big busincss be-
causc they do not want cconomees of scale,
Where sconomies of scale are required,
they are 1psisting ©Om ,proliferation and
diversification n various fiokds because 1t
provides moyo profits. They only [indulge
m proliferation and nter-corporate
mvestment, They are not wnterested in
golag for higher production and achieving -
economies of scale.
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I am quite conscious of the evils that
prevail in the corporate sector To the
extent possible, the Department of Com~
pany Affairs 13 not only trying to mend
them but, if possible, end all the evil
practices by bringing in necessary amend-
ments lo both the legislations, namely, the
Companies Act and the MRTP Act

SHRI JAGANNATH RAO: Why do
you not break up these larger houses
under section 27 7

SHRI RAGHUNATHA REDDY Shn
Jagannath Rao 15 a very eminent lawyer
and he knows the inteipretation of law
Section 27 has certain requirements Only
incases ;n which these requiremenis are
salisfied section 27 can be invoked and the
matter can be referred to the Monopolies
Commission 1 may say n all humility
that we nced a more drasuic remedy than
section 27 usell  Therefore, the Depart-
ment of Company Affairs 18 actively con-
sidering 1n what manner even section 27
has to be amendcd m order 1o achieve
the result which 1s sought for and which
has been suggested so eminently by Shn
Jagannath Rao himsell

Comung back to the figures, out of the
remamning 80 cases pending as on Ist May,
197., 32 cases are n an advanced stage
and orders are expected during the course
of the next few days

I am explan the way m which these
apphcations are dealt under the MRTFP
Act so that hon Mcmbeis may be able to
appreciate why some time 1 taken When
an apphcation » filed we will have to
refer it to the varnous depariments and
get their comments, [hen, there s an
advisory comumutiee 1o which 4n applica-
tion has to go and the advisory committee
consisting of various officers has to con-
sider the fact whether this apphcation has
to go to the MRTP Commission for any
enquiry or not  If the Mimster in charge
of the department disagrees with the
advisory Committecs opinion or recom-.
mendation, the matter wifl have to go to

L]
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the Cabinet Sub-committee on economic
co-ordination and the matter will have to
be decided by it

SHRIS N MISRA  What 15 the
minimum time taken in thia process ?

SHRI RAGHUNATIIA REDDY
The statutory limits prescribed by section
30 are not mandatory but are directory
‘We are trying our best to dmpose of these
applcauons as carly as possible though
some applications may take liitle more
time because sometimes the companies
themselves want time for hearing If1s
not as if the delay is the department’s or
the Government's, the applicants them-
selves want time to be heard, because the
procedure prescribed under the MRTP Act
13 more or leas quasi-judicial and before we
pass an order under the MRTP Act we will
have to give ample or reasonable opportu-
nity to the parties concerned So, under
section 29 thore must be a heanng Asm
the case of courts, the parties sometimes
take long adjournments or do not turn
up We have to satisfy ourselves that the
principle of natural justice has been amply
observed by the Dopartmant before we
pass any order

After the Department takesa viewin
the matter, the matter will have to go to
the Cabinet Commuittee on Lconomic
Coordination for final decision The final
decision of the Government under the
MRTP Act 1 taken by the Cabinet Com-
mittee on Economic Coordination and
not by the Department of Company Affairs
The Department of Company Affars
processes the whole thing, places the
matter before the Cabinet Committee on
Economic Coordination and they pass the
final order

Outof the remaiming 48 cases, six
cases stand referred to the MRTP Com-
mission and 26 cases have already boen
considered by the advisory committee and
bearings under section 29 have also Ueen
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completed in respect of manyof them
Thus, only 16 cases are pending but 14 of
them were received only during the last
two months This 1s the nature of disposal
of cases as far as the powition under the
MRTP Act 1s concerned

As far as inspections under the
Companies Act are concerned, 1t is true
that we are not in a posinon to inspect all
the companies however much we would
hike to inspect them because of want of
personnel It 1s not a small problem if we
want to inspect all the companies Never-
theless we have taken a decision that at
least all the companies belonging to the
twenty larger industrial houses should be
imspected at least once in a year. For
achieving this purpose we are taking nece-
ssary steps for gotting sanctions for recrur-
tment etc  We are taking pecessary steps
30 that once 1n a year all the companwes
belonging to these twenty industrial houses
should be inspected by the mspeciors of
the Department of Company Affairs <o
that constant vigilance can be kept or the
working of these companies or corporate
bodies belonging to these twenty industrial
houses which in fact had been suggested by
Shri Jagannath Rao, Shr: C. C. Desal and
some other hon (mends who participated
n the debate

As far as managerial remuncration 18
concerned, Hon. Member Shnn S N
Misra had made certain observations that
there 1s inordinate delay I will give the
figures for your conmderation. There may
be one or two cases where disposal of
applications may be delayed Out of the
total number of applications of 2895, 2552
applications have been disposed of, and
there are only a few applications which are
pending because either the companies do
not cooperate 1n giving information or
there are certain logal problems for which
we noed proper legal advics  For example,
we may need some information regard-
ing qualifications of the person who is to
be given remuneratioa—~who s & foreigner
Because of soch or similar ressons only,
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these applications are pending and not be-
cause of any other reason The figures I have
quoted would amply prove that the De
partment of Company Affairs had disposed
of, out of 2895 applications, 2552 applica-
tions. I hope Mr S N Misra would
agree that there 1s considerable progress as
far as the disposal of these applications
15 concerned

Mr.C C Desai has also referred to
the problem of Company Secretarjes We
are anxious that qualified persons should
be appointed as Secretaries of companses
that persons who satsfy certain require

ments, certain qualifications should work
as Secretaries of Companies., And 1n this
direction also necessary amendments to the
Law are being considered

SHRIC, C. DESAI: 1 said that they
should be appointed in the first instance
m the public sector

SHRI RAGHUNATHA REDDY This
aspect also will be considered

Now, the hon member from the CPM
had said about Britantua Engineering  As
far as Britannia Engineering 1s concerned,
we have filed the first information report
with the CBI, and after filing the first
information report, the CBI had
undertaken investigations into the matter,
and the persons concerned have gone up
In writ petitions to the High Court and
80t stay of the proceedings The investi-
8ation under the Criminal Procedure Code
has been stayed by the High Court and
this is the situation  (Iaterruptions). We
are takmg all the necessary legal steps n
the broad spectrum of legal process

There 18 nothing that the Department
of Company Affairs can do to hasten the
1nvestigation of cases because unless the
Court vacates the stay order 1t 1s Dot
poksible for CB] to further go into the
Matter. For instance, the Department of
Company Affairs has filed the first infor-
mation report in respect of the National
Company, Calcotta and also Andbra
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Prabha Company Limited, which is pub-
hishing the Andhra Prabka newspaper.
One matter 18 pending in the Madras
High Court The CBI had started investi-
gations and they have progressed well.
Another matter 1s pending n the Calcutta
High Court This 13 the situation,

SHRI K BALADHANDAYUTHAM
What about PTI?

SHRI RAGHUNATHA REDDY As
far as the PTI 1s concerned, we have got
inspection reports They are bemng pro-
cessed [ do not want to comment on any
subject matter which 1s being processed In
the Department. [ do not want any party
10 be affected beforc we come to take a
View

Shri Viswanathan mentioned about
the concept of larger Houses with 35
Crores A few more houses also have
come nto existence with 35 crores m the
mean time which would also add to the
galaxy of larger houses

AN HON MEMBER Canyou name
them ?

SHRI RAGHUNATHA REDDY 1
do not have the names Then, Shn
Jagannath Rao mentioned about
the deposits being taken by the
company There are certain regula-
tions of the Rewrve Baok The
Reserve Bank has been looking after this
aspect of the problem There are certain
regulations made by the Reserve Bank
that more than 25 per cent of the paid-up
capital should not be taken as deposis,
but if the Directors give guarantee any
amount of depotits can be taken 1am
quite aware of this and have come across
bad cases like that The Reserve Bank, 1
understand, has looked mtoit We had
brought 1t to the notice of the Rescrve
Bank and the Fmance Ministry. |
understand  that  the Reserve Baok
also has looked mto the matier to
see what amendments will have to be made
for the regulation I may also say 1o this
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connection that the Department of Com-
pany Affairs also is looking into the
matter—what types of amendments should
be brought in the Comparies Act for the
purpose of dealing with such a spate of
deposits being taken by companies which
may ultimately go-into liquidation or may
not be there atall. Many middle class
people who had worked very hard in their
iife and saved some money had also put
in their money in certain of these
companies which according to our
information, have come to grief. We got
some complaints. We are sorry for them,
but in the eoxisting position, not much
could be done.

As for take-over bids, I must say that
we are thinking of elaborate legislation ; we
are bringing necessary amendments to the
Companies Act to deal with this evil of
take over bids which is the recent pheno-
menon as far as India is concerned but
which is a widespread phenomenon as far
as the other countries are concerned.

Mr. hon. friends, Mr. Ravi and Mr.
Amrit Nahata, had also dealt with the
problem of multi-national corporations. A
multi national corporation is one which
has--to give rt the popular meaning—
subsidiaries in more than one country. If
it has a subsidiary company in more than
one country, It can be describod as a
multi-national corporation  The advent
of multi-national corporations and the
strangishold of the multi-national corpo.
rations over the ecomomic of not only
one country but the economy of even the
capitalist world, the stranglehold of multi-
pational corporations over the economy of
Eurepe itself—pumping in American dol-
lar—is of enormous character leading to
ocomplicated political consequences. As far
as we are concerned, It is inherent in the
situation to some extent, As a result of
the colonicsl rule, we had inherited, in our
economy, alo a corporate structure in
which thess had ajready been foreign
capitl io  existence and it. had
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developed in certain directions; though it
had led to certain good con:equences also,
we are carefully waiching this aspect also;
how 1o deal with the foreign companies is
also engaging the attention of the Depart.
meat of Company Affairs. In this respect
also some amendments may be thought
of.

I think, T have covered all the points.
(Interrupisons).

SHRI K. P, UNNIKRISHNAN: What
about section 62 ? It is very vital that the
information be submitted to Parl;ament.

SHRI RAGHUNATHA REDDY : As
far as the annual repost is concerned, we
will soon be placing the annual report of
the Monopolies Commission on the Table
of the House and also the report of the
Director of Investigations and other
reporis that are sent 1o us by the Mono-
polies Commission and other statutory
bodies under the Monopolies jand Restric-
tive Trade Practices Act. But the question
whether section 62 can be interpreted to
mean that every report under sections 21
and 22 sent to us by the Monopolies and
Restrictive Trade Practices Commission is
to be placed on the Table of the House is
& matter for interpretation and I do not
wsnt to go mmto that now

SHRI S. N. MISRA (Kannau)): One
point has not been clear about the working
of the Monopalies Commission -- they are
workiog half time and also about the
payment of special allowance to the

Charman.

SHRI RAGHUNATHA REDDY ; The
Moncpoliss Commission is an sugust
body. They have a statutory statys within
the framework of the MRTP Act, It
presided over by & High Court Judge. The
Members of the Commission are eminent
persons, They are doing good work. We
have got all respect for them. 1 hope they
will take into consideration the demands
made by the hon Moembers,
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SHRI S. N. MISRA : That 18 cause of
the delay. I think his salary was Rs 3500
and he 1 still drawing Rs, 20 per day as
allowance, A permanent man getting an
allowance Even a High Court Tudge does
not get any further allowance

SHRI RAGHUNATHA REDDY I
understand that when a High Court Judge
1s appointed and when he 1s performing
dutres outside the jurisdiction of the High
Court, not as a High Court Judge but as an
officer of & different Department or as a
Judge performing duties outside the jurs
diction of the High Court, he 1s entitled to
Rs 20 or some remuneration per day
Under this prov;sion this particular Judge
who happens to be the Chairman of the
Monopolies Commuission 1s being given the
allowance

SHRI S. N. MISRA A person who
13 there temporarily may be enutied toa
special allowance, not a person who 15
permanently posted at that job.

SHRI RAGHUNATHA REDDY
Though there 18 some force in the
hon. Member's argument, the legal position
that has been taken in tlis case 18 that the
High Court Judge when he goes out of the
Junisdiction of the High Court and once
outside the High Court where he 1+ presid-
mng as a Judge, he 15 entitled to some
remuneration and some daily allowance.

SHRI G. VISWANATHAN - [ have
asked whether those companies which are
producing 1n excess of their licensed
capacity will be prosecuted

SHR{ RAGHUNATHA REDDY If1
miy say so with groat respect, 1t 18 a
question that strictly falls under the
Industries (Development and Regulation)
Act and 1 do not want to trespass into that
fleld and try to snswer it.

SHRI K. BALADHANDAYUTHAM .
What about Sarkar Commission ?
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MR CHAIRMAN : This 18 another
process now If I allow one or two
members, all others get up and ask
questions,

SHRI RAGHUNATHA REDDY * The
Sarkar Commussion, if I may say so with
respect, comes within the purview of the
Minstry of Industrial Development.

SHRIK BALADHANDAYUTHAM :
Why not you take 1t over 7

SHRI RAGHUNATHA REDDY. The
Sarkar Commussion 1s not amenable to any
take over bid.

Sir, T am again grateful to all the hon.
Members who have participated mn this
debate and made valuable suggestions 1
can only assure the House and the hon.
Members that, to the best of my ability,
I will t1y to help the process of de concen-
tration and use legislation as an instrument
for socialist transformation.

MR CHAIRMAN Therec are nocut
motions So, I put Demand No 91 to
the vote of the House .

The question 18 :

“That a sum not exceeding Rs
1,0299,000 be granted to the
President o complcie the sum
necessary to defray the charges
which will come in course of
payment during the year ending the
31st day of Maich, 1973, in respect
of Demand No 91 relating to the
Department of Company Aflairs *

The morion was adopted

17 04 birs
MINISTRY OF SHIPPING AND TRANSPORT
MR CHAIRMAN The House will

now take up discussion and voting on
Demand Nos 69t0 74 and 126 to 128



