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Shri Vasudevan Nair rose—

Mr. Speaker: Is it the same Bill
cannected with Kerala?

Some Hon. Members: Yes.

Shri Vasudevan Nair: We are pre-
pared to sit late in the night.

Mr, Speaker: Give him leave, first.
The question is:

“That leave be granted to intro-
duce a Bill further to amend the
Constitution of India.”

The motion was adopted.

Shri Hajarnavis: I introduce the
Bill,

12:22 hrs.

MOTION RE: REPORT OF THE COM-
MISSION OF INQUIRY INTO
DALMIA-JAIN COMPANIES

The Minister of Industry in the
Ministry of Commerce and Industry
{(Shri Kanungo): Sir, I beg to move:

“That the Report of the Commis-
sion of Inquiry appointed to investi-
gate into the administration of cer-
tain Dalmia-Jain Companies laid on
the Table of the House on the 23rd

January, 1963, be taken into co:.si-
deration.”

Shri Bakar All Mirza (Warrangal):
©On a point of order, Sir,..

Mr, Speaker: Let him make the
motion.

Shri Bakar All erzn:"rhe motion. .

Mr. Speaker: Let the motion come.
He can’t make the motion: is this the
point of order?

Shri Kanungo: At the outset, it may
be useful to make a brief survey of
the circumstances leading to the Con-
stitution of the Commission. Botween
1049 and 1951, numerous complaints
were received by Government from
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wvarious sources against the manage-
ment of Dalmia-Jain group and in
1952, Government appointed Inspeec-
tors to investigate into the affairs of
three important companies controlled
by this group. The Inspectors found
many objectionable features in the
management of Dalmia-Jain Airways
Ltd., and on the basis of these findings
the Registrar of Companies, Delhi,
filed a F.LR. with the Special Police
Establishment in November, 1853, The
S.P.E. thereafter conducted a large
number of searches all over India for
the relevant books and accounts relas-
ing to the D. J, Airways and the allied
concerns and.got hold of wvaluable
material which was subsequently

made over to the Commission.

While these enquiries were going
on, an investigation was ordered into
the affairs of Bharat Insurance Com-
pany belonging to this group on re-
ceipt of some information about the
diversion of funds by it. The investi-
gation report submitted in July 1953,
disclosed considerable manipulation of
the company’s funds and callous dis-
regard of the interests of the policy
holders. Subsequently, the company’s
failure to produce the securities held
by it for its auditor's physical verifi-
cation came to Government's notice:
whereupon the matter was entrusted
to the Special Police Establishment.
Following the investigation by the
Special Police, Shri R. Dalmia was
arrested and subsequently prosecuted
on charges of eriminal conspiracy and
breach of trust under section 120B
read with section 409 of the Indian
Penal Code. He was convicted and
sentenced to two years simple impri-
sonment in 1959.

Following the enguiries and investi-
gations mgntioned above, Government
felt that a comprehensive investiga-
tion into the affairs of the companies
managed by the Dalmia-Tain group
was called for in order to ascertain

. the full facts about the modus ope.

randi of the management, to expose
the malpractices committed by the
persons connected with these concerns
and fo recommend the steps to be
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taken to prevent such malpractices in
future. Government, therefore, set
up a Commission of Inquiry in Decem-
ber, 1956, under the provisions of
Commission of Inquiry Act, 1952, to
enquire into and report on the ad-
ministration of nine companies, the
nature and extent of the control, direct
and indirect, exercised over such
companies and firms or in any of
them by Shri Ramkrishan Dalmia,
Shri Jai Dayal Dalmia, Shri Shanti
Prasad Jain, Shri Sital Prasad Jain,
Shri Shriyans Prasad Jain, their rela-
tives, employees and persons concern-
ed with them and also to report what
measures in the opinion of the Com-
mission were necessary to ensuite in
future, due and proper administration
of the funds and assets of companies
and firms in the interest of the in-
vesting public. Subsequently, a tenth
company, namely Dalmia  Dadri
ﬁ:ment Limited was added to the
t.

The ‘- commission was originally
headed by the late Shri Justice S. R.
Tendolkar of the Bombay High Court.
On his resignation, Shri Justice Vivian
Bose was appointed chairman in
1958,

Numerous petitions before High
Courts and appeals before the Sup-
reme Court as well as applicaticns
before the commission itself by Shri
R. Dalmia and other challenging the
validity of the appointment of the
commission, its constitution, its juris-
diction etc. held up the proceedings
before the commission for a consider-
able time and delayed the completion
of its work by nearly two years, The
commission has also mentioned that
the dilatory tactics adopte® by the
companies whose affairs were in-
vestigated and the persons in charge
of their management in not producing
ithe necessary evidence before  the

commission and the destruction of

valuable records withr the object of
thwarting the efforts of the commissiun
considerably delayed its progress
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The commission submitted its re-
port in two parts; the first part which
dealt with the irregularities and
malpractices committed in the sche-
duled companies under investigation
was received by Government on 18th
June, 1962. The second part of the
report which containg the commis-
sion's recommendations as t{o the
steps to be taken to prevent recurr-
ence of such irregularities and mal-
practices in future was received on
31st October, 1962

It may be pertinent to mention In
this context that the original notifi-
cation appointing the commission
required that in addition to its
findings on the alleged malpractices,
the commission should recommend
the action which in its opinion should
be taken ‘as and by way of securing
redress or punishment' This portion
of the terms of reference of the com-
mission was held by the Supreme
Court to be ultra vires of the Com-
mission of Enquiry Act on an appeal
preferred against the order of the
Bombay High Court in several writ
petitiong field by Shri R, Dalmia and
others soon after the appointment of
the commission. The original terms
of reference thus stood modifled ac-
cordingly. The commission, therefore,
was precluded from making any ob-
servation or recommendation in its
report as to the action needed ‘as and
by way of securing redress or punish-
ment’ in respect of the persons on
whom personal responsibility had
been fixed by the commission for the
irregularities and malpractices. The
implication of the above decision of
the Supreme Court was that the
commission was placed essentially im
the position of a fact-finding tribunal.
Its report thus embodies the awail-
able facts supported by documentary
and other evidence relating to the
various irregularities and malpracti-
ces of the scheduled companies noti=
ced in the course of the inquiry. In
any judicial action these facts - will,
therefore, have to be proved in the
usual way ag before any competent
court of law.
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The finding of the cémmission in a
summaried form are as follows. The
funds of public limited companies,
‘banks and insurance companies were

improperly used for buying shares of"

©Other companies with large accumu-
lated reserves and substantial liquid
resources in order to enable Dalmia-
Jain group to obtain™ control over
them. As a consequence, the invest-
ing public which held shares in the
Ppublic companies thus brought under
the control of Dalmia-Jain group
suffered, Assets of companies were
improperly transferred to others with
the object of benefiting the Dalmia-
Jain group and causing loss to the
shareholders of the transferor com-
panies, Such transfers were made by
mere book entries and at prices
manipulated by the group. Assets of
public companies under the control of
this group were transferred to pri-
vate companies closely held by
them which were subsequently
put into liquidation. The help and
assistance of obliging liquidators
and chartered accountants were ob-
tained by the group for securing the
maximum benefit for themselves by
resort to this process. Dummy con-
cerns were fraudulently appointed as
selling and managing agents at high
rates of remuneration for long terms
and were paid lari@ sums as com-
pensation on premature termination
of their contracts within a short pe-
riod of their appointments.

Numerous other gross irregularities
were found to have been committed
by this group, such as fraudulent pay-
ment to themselves of under-writing
commission, allotment of shares to flc-
titious persons, fabrication of account-
books, vouchers and other documents,
manipulation of balance-sheets and
fictitious entries relating to inter-
company loans and transfer of funds
to take advantage of different finan-
cial years of various companies.

All but two of the ten companies
whose affairs were investigated by
the Commission dishonestly refrained
from declaring dividends, thus bring-
ing about depression in the value of
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their shares enabling R. Dalmia to
purchase guch shares at reduced rates
and causing considerable loss to the
investing public. After a substan-
tially large number of such shares
had been acquired by R. Dalmia, divi-
dends were declared thus benefiting
the new owner.

The QGommission found that the
income-tax liability of the companies
belonging to this group was evaded
in various ways such as by the sup-
pression of taxable profits by manipu-
lation of accounts, by extinguishing
reserves and gccumulated profits
before taking companies into liquida-
tion, by introducing secret profits by
allotment of shares to non-existent
persons and by transferring all assets
and liabilities of companies which
were taken into liquidation by sche-
mes of arrangement under the Com-
panieg Act before the determination
of their tax liabilities. The Commis-
sion estimated the amount of tax
evaded by these companies on account
of their questionable methods at
Rs. 150 lakhs. The Commission has
also estimated the loss arising to the
investing public on account of the
various manipulations and malprac-
tices at Rs. 260 lakhs.

The Commission has held Shri R.
Dalmia to be the master mind behind
all the malpractices and as being res-
ponsible for all the frauds, including
losseg to the exchequer and the invest-
ing public. Second only to him, the
Commission has found Shri Shantl
Prasad Jain to be a key man in some
cases and has laid on him the respon-
sibility for several fraudulent acts
and manipulations as well as for seve-
ral matters considered by the Com-
mission as being in disregard of honest
commercial practice. The others
whose conduct has been criticised by
the Commission in connection with
several individual transactiong are J.
Dalmia, Shriyans Prasad Jain and
Shital Prasad Jain.

In view of the Supreme Court's
ruling regaring the terms of refer-
enc of the Commission to which I
referred earlier, it became necessary
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for Government to consider what fur-
ther penal or administrative action by
way of punishment or redress, they
can take against the persons concern-
ed on the basis of the material avail-
able in the report. This necessarily
called for a detailed study of the
Commission’s voluminous report in
the departments concerned, after it
was received by Government.

This study was in the first instance,
undertaken in the Department of
Company Law Administration in con-
sultation with the Law Ministry and
on a consideration of this study, as
the House is aware, Government
requested Shri C. K. Daphtary, the
then Solicitor-General and Shri A.
Vishwanatha Sastri, a retired Judge
of the Madras High Court, to consi-
der the report and advise Govern-
ment as to the steps that could be
taken in pursuance of the findings of
the Commission.
two eminent lawyers was received by
Government on 25-4-63. Government
have now examined this report and
are considering suitable action on the
suggestions and recommendations con=
tained ip it.

As the House was informed on the
20th April by my colleague, the
Minister ol Law, the report of Shri
C. K. Daphtary and Shri A. V. Vish-
wanatha Sastri consists of two parts.
Part I deals with the various irregula-
rities and malpractices which were
commented upon by the Vivian Bose
Commission, and examines what fur-
ther appropriate legal action can be
taken by Government in respect of
them. The Committee is of the view
that the available evidence relating
to about ten of these questionable
transactions indicates the possibility
of suitable- action in a court of law
against the persons found by the
Vivian Bose Commission to have been
involved in these transactions, but
recommendsg further investigation by
Government into these transactions
before any legal action in respect of
them is initlated. Government are
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taking necessary action to thiz end
Part II of the Committee’s report
deals with the amendment of the
Companies Act and its administration.
Hon. Members are aware that this
part of the Report was laid on the
Table of the House a few days ago.
The opther part, viz, Part I of the
report, has been just laid on the
Table of the House in circumstances
already explained in my statement
before the House earlier today.

Incidentally, I may mention for the
information of the House that on the
basis of complaints received regarding
fraudulent use of corporate funds,
Government have ordered investiga-
tion under section 237 of the Compa-
panies Act into the affairs of Rive com-
panies which are under the control
and management of Shri S. P. Jain a
leading member of Dalmia Jain group.
They are Benett Colman Ltd., Rohtas
Industries Ltd, New Central Jute
Mills, Ltd.,, Ashok Marketing Co,
Ltd., and Sahu Jain Ltd. In regard
to Ashoka Marketing Co., Ltd, an
investigation under Section 249 has
also been ordered to determine whe-
ther it is an associate of the Managing
Agency concern, Sahu Jain Ltd. Fur-
ther, an investigation under section
235 has also been ordered into the
affairs of Asia Udyog Private Litd,
which is one of the ten companies
covered by the Comumission’s enquiry.

I would also like to mention that,
pending amendment of the Companies
Act in the light of recommendations
made by the Vivian Bose Commission
and the Attorney-General and Shri
Vishwanatha Sastri, and in view of
the strong comments made by the
Commission on the business standards
of some of the principal members of
this group in regard to the manage-
ment of several joint stock companies
with which they are associated, Gov-
ernment have ccnsidered it necessary
to exercise extra care and vigilance
through the various administrative
Ministries in the consideration of
applications for grant of liceneces and



14000 Motion re:

statutory approvals under the Com-
panies Act and other laws and other
facilitiegs for setting up new lines of
businesg or the substantial expansion
of existing ones by companies or per-
song belonging to this group. I may
also mention in this contexy that two
members of the group have vacated
their offices in a leading banking
concern, after the publication of the
Report. -

In considering this report, I submit,
it is necessary to bear in mind
that the various irregularities and
malpractices pointed out by the
Vivian Bose Commission occurred
ay a time when the Company Law in
force was not the Act of 1956 as
amended by the Act of 1960, but the
Act of 1913, a much milder piece of
legislation based on the pholosophy
of laissez faire of an earlier genera-
tion. Further, the Department of
Company Law Administration was not
in existence at that time, and the res-
ponsibility for the administration of
the Act, such as it was, was left to
the State Governments. Indeed, in
that period, it was only in the States
of West Bengal and Bombay that
there were full-time Registrars of
Companies, the Registrarg in other
States being all part-time officers,
who were also Registrars of Co-opera-
tive Societies, Directors of Industries,
ete. This necessarily resulted in inade-
quate administration or enforcement
of the Act. Hon. Members will recail
that one of the main objects of setting
up the Department of Company Law
Administration in 1955 in the Central
Government was to replace this
unsatisfactory arrangement by an ad-
ministrative set-up, which, if it was
properly equipped with the requisite
tools, could ensure effective adminis-
tration of the Companies Act, and if
it was properly organised could exer-
cise adequate supervision over the
ecrporata sector.

Hon. Members are no doubt aware
that Company Law, which is by far
the most important piece of legisia-
tion designed to regulate commercial
practices in the corporate sector has
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undergone jconsiderable changes since
the period covered by the commission
report (1945—1955) by virtue of the
amendment of the Companjes Act .
effected first in 1956 and subsequently
in 1980. A large number of question-
able transactions which might have
been within the four corners of law
under the 1913 Act are no longer so,
and have become punishable under
the present Companies Act. A num-
ber of wholesome' restrictive provi-
sions to check misuse of powers by
corporate management have been
introduced in law and numerous safe-
guards of a preventive or prophylactic
nature have been provided to ensure
that unhealthy corporate trends are
kept under control. The concept of
“agsociates” and “relatives” introduc-
ed in law for the first time in 18356
have effectively restrained company
managements from entering into
transactions of a dubious nature with
their relatives or members belonging
to their group by making such trang-
actions valid only if they are sanc-
tioned by the General Body in some
cases and bv the Central Government
in others. It is no longer possible to
make advances or loang to concerns
with which the directors of public
companies are associated without the
approval of the Central Government.
It is also not possible for a _public
company to make investmentg in the
shares of other companies beyond
certain limitg without such approval.
The associates of managing agents
cannot be appointed as selling or buy-
ing agents and compensation for termi-
nation of managing agency agreements
can be paid only on linés permitted
by law. Public companies canaot
freely be converted into private ones
and accounts of branch offices have
got to be compulsorily audited unless
exemption is granted by the Central
Government. Payment of managerial
remuneration has been brought under
control and certain safeguards have -
been provided in law to prevent sny
ownership of shares affecting prejudi-
cially the interests of share-holders.
Increased powers have been granted
to government to order an investiga-
tion in suitable cases and provision-
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‘for special audit of accounts undcr
-.certain circumstances has been intro-
-duced.

I mention these changes effected 1n
1956 and 1960 in company law by way
-of illustration only, to submit to the
House that the tightening of the Com-
panies Act that has been effected since
the happening of events commented
upon by the Commission has consider-
ably reduced the possibility of the
Tecurrence of such events, a fact that
‘has been noted by the Bose Commis-
sion in its report. In para 2 of the
Report, the Commission has observed:

“The Companies’ Act of 1056
and the amendment Act of 1960,
have certainly brought about far-
reaching changes to the provisions
existing under the Indian Com-
panies’ Act, 1813 as amended in
1936, Various deficiencies and mal-
practices disclosed and discovered
in the administration of companies
have been lessened and the loop-
holes, plugged to a large exient

For example, one of the malprac-
tices which came to our notice,
namely, the premature and deli-
berate termination of managing
agencies and payment of compen-
satign for termination, has been
- effectively dealt with in the
Companies’ Act as well as in the
Taxing Statute. We are therefore
left with not many recommenda-
tions to make”

“That the changes in Law so far effect-
ed do not go all the way and do not
‘completely eradicate the evil of mis-
wnanagement or dishonest corporate
practices has however, to be acknow-
ledred. Both the Bose Commission as
well as the Daphtary Sastri Report
Thave made recommendations and sug-
-gestions for the amendment of the
present Companies Act in order to
‘plug the existing loopholes and defl-
‘-ciencies. These recommendations and
| suggestions are being considered by
‘Government along with the recom-
‘mendationg of the Jenkins' Committee
‘which went into the working of the
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joint stock companies in UK. last
year. In the light of these various
recommendations and proposals, a Bill
to amend the Companies Act will be
brought before the House as early as
practicable.

Though a company would be regis-
tered as a Corporation under the
Companies Act, its operation would be
regulated by provisions of other
statutes which govern those opera-
tions depending upon the nature of
such operations. For example, a
banking or an insurance company is
governed wholly as far as its opera-
tion goes by the Banking Act and
Ingurance Act. Similarly a company
generating and distributing power
would be governed by the Electricity

Act. A company whose operations
are industrial production will be
governed by Industries Regulations

and Development Act. And above all
the incentives and disincentives in
any operation would be largely
governed by the various general and
special taxation laws. Therefore a
Company can be adequately regulated
only when the various statutes govern-
ning the particular field of operation
are set in motion along with the
Companies Act. This we always end-
eavour to do. '

I do not think, Sir, I need say any-
thing more at present except to assure
the House that Government are tak-
ing appropriate action regarding the
various recommendations of the Bose
Commission as well as the Daphtary
Sastri Committee.

Sir, I beg to move.
Md. Speaker' Motion moved:

“That the Report of the Com-
mission of Inquiry appointed to
investigate into the administra-
tion of certain Dalmia-Jain Com-
panies 1aid on the Table of the
House on the 23rd January, 1963,
be taken into consideration.”

Shri Bakar Ali Mirza: Sir, the
report of the Attorney-General forms
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an important part of this document
and Members have no time to study
that important document, It wag laid
on the Table of the House today and
some of us have not even a copy of
it. Even though it is a small docu-
ment it is @ vital document and I
think time should be given for us to
study that report. In this case it
happeng to be a small document; but
it could have been as big as the
report itself. So, I suggest that time
should be given to study it.

Shri Kanungo: I may submit that
the first part of the report is barely
ten pages.

Some Hon, Members rose—

Mr. Speaker: Order, order. Under
the circumstances in which all this
hag come, there is no option now,
because the House has desired that
we must deliberate on it and finish
it in this session, At thig time we

cannot postpone or do anything of
that sort.
Shri Surendranath Dwivedy

(Kendrapara): Everybody has got it.

Shri Sonavane (Pandharpur): Sir,
I rise to a point of order. A petition
hag been presented to the Committee
on Petitions by Shri Shanti Prased
Jain, and it was circulated to us on
the 4th of this month. I would like,
in this connection, to invite your atten-
tion to sub-rule (3) of rule 307 of
the Rules of Procedure which says:

“It shall also be the duty of the
Committee to report to the House
on specific complaints made in the
natition referred to it after tak-
ing such evidence as it deems. fit
and to suggest remedial measures
either in a concrete form appli-
cable to the case under review or
to prevent such cases in future.”

‘This is a mandatory provision. It says
“1t shall also be the .duty of the 'Com-

mittee to report to the House on
572 (Ai) LSD-—3.
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specific complaints made in the peti=
tion....” They have circulated it.
Therefore, I think that wunless the
Committee goes through this petition,
investigates and examines the wit-
nesses on specific complaints, made in
the petition referred to, it is a Com-
mittee of the House—it will not be in
order to proceed with the discussion
in question. I have gone through the
petition. Several complaints have
been made therein; it points out to in=-
justices and .certain confusions and
contradiction, etc., All these things
need avery through enquiry and a sub-
committee of this House has been
there and the petition has been refer=
red to it. So, the House should be
enlightened by the deliberations of
the Committee—any further evidence
that they want to take—and they
could submit' a report on it. ‘They
will be enlightening us. That will be
better for a thorough consideration or
this report. Therefore, the discussion
would not be in order, unless the
Committee on Petition reports on the
matter.

14014

Shrimati Rennka Ray (Malda): The
report of the Committee on Petitions
is with us. It has reporfed on this
and we have got it.

Shri Sonavane: They have circulat-
ed it.

Shri Tyagi (Dehra Dun): I am not
raising any point of order. But I
wanted your guidance in one matter.
It is a wide subject and the report is
a large, big one, having so many
points. Could it be possible for us to
know as to what the actual points
are which we are required to discuss,
so that the discussion may be relate
to those specific things? Otherwise,
the whole report is a big one It 1s
not a Government report. It is a Com-
mnission’s report,

Mr, Speaker: The Minister has
tried to say all the points that have
been brought out. He has tried to
express them, and it is for hon. Mem-
bers to discuss and deliberate on them.
So far as the point of order of Shri
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Sonavane is concerned, I am sorry 1
cannot agree with him. Rule 307 says:

“The Committee shall examine
every petition referred to it...."
-

It has examined it.

“ .and if the petition complies
with these rules, the Committee
may direct that it be circulated.”

It has directed that it be circulated.

“....where circulation of the
petition has not been directed, the
Speaker may at any time direct
the petition be circulated.”

There was no necessity for me because
the Committee has already done it.

“Circulation of the petitions
shall be in ertenso or in summary
form....".

That also has been done, in wihat-
ever way it was thought proper.
‘Thirdly, the hon, Member relies upon
the wording‘a:

“It shall also be the duty of the
Committee to report to the House
on specific complaints made in
the petition referred to it....".

This is only limited to the specific
complaints that are made in certain
individual cases whether they have to
go into that. There is already the re-
port of the Commission before us. That
is to be discussed. In relation to the
observations made by that Commission,
the petition had laid its own point of
view, Therefore, it is not necessary
in this case for the committee to
make an enquiry, go into everything
and then make a separate recommon-
dation. It is only for those specific
petitions that relate to any individual
"matters or when any particular indivi-
dual sends in grievance that he has
that the committee goesg into that
Therefore, I cannot agree with him,
We wil]l start with the discussion.
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Shri Sonavane: Sir, I bow to your
ruling. May I submit . . .

Mr, Speaker: Is there going to be a
discussion about my ruling? What else
can he say?

Shri Sonavane: Sir, this is a very
voluminous report, The Attorney-
General's report is in two parts. The
first part has been placed on the
Table just to say. They also form
very important and consequential re-
ports. The two are connected matters,
S0, we have not been able to read
and digest them thoroughly, We would
need time for that. My suggestion is
that if the discussion on this repont
can be taken up in the next session,
the other important matters—the Con-
stitution Amendment Bill and other
things—ecan be taken up, because 12
hours have been allotted.....

Mr, Speaker: Then, he might make
a regular motion. The House has al-
ready taken a decision to discuss
it in this session, Mr, Bakar Ali Mirza
also raised it and I have said that
the House has taken a decision that it
wants to deliberate on this report
just in this session,

Shri A, C. Guha (Barasat): The
Vivian Bose Commission's report was
out two months ago and there was
eufficient time,

Shri Sonavane: In view of the deve-
lopment that hag arisen,...

Mr, Speaker: I do not think that the
House agreeg with it. The sense of
the House is that this must be dis-
cussed in this session. He may make
a motion and I wil] put it to the
Houe,

Shri Senavane: I beg to move:

“That the d=bate on the Report of
the Commission of Inquiry appoint-
ed to investigate into the adminis-
tration of certain Dalmia-Jain Com=-
panies laid on the Table of the
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House on the 23rd January, 1963,
be adjourned to the next session.”

Mr, Speaker: The question fs:

“That the debate on the Report of
the Commission of Inquiry appoint-
ed to investigate into the admin-
istration of certain Dalmia-Jain
Companies laid on the Table of the
House on the 23rd January, 1963 be
adjourned to the next session.”

The motion was negatvied.

Dr. L. M. Singhvi (Jodhpur): In
order that our discussion may be
more relevant, may I know from the
Government whether they can te]] us
as to whether in respect of any of
these matters covered by the
report, there is any pending legal
action? That they should be able to
tell us, because while the Minister
has told us the various aspects of
the report itself, and what the Govern-
ment wishes to do, we should also be
told whether there is any litigation
pending in respect of any of these
matters?

Mr, Speaker: Can the Minister say
anything about it?

Shri Kanungo: As far as I know..

Shri Sham La] Saraf (Jammu and
Kashmir): May I say, because it
will help....

Mr. Speaker: Many things do help
but there is a procedure prescribed,
I have called the Minister and then
he stands up.

Shri Sham Lal Saraf: Just one
point, Sir, This morning, while enu-
merating the charges that have been
levelled against this group of Dalmia-
Jain concerns, the Minister also ex-
pressed the view that such and such
charges are proved and so on. When
the Govermment has made up its mind
with regard to that also, what other
assistance will Government get by
discussing this report here? I want to
know that,
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Shri Kanungo: Regarding the point
raised by Dr. Singhvi, I will say that
no matter is now pending in any
eourt,

Mr. Speaker: The Minister referred
to some FIR.

Shri Kanungo: That is not in any
court.

Shri U, M. Trivedi (Mandsaur): Has
that been withdrawn?

Mr, Speaker: The hon, Member
wants to know whether the FIR® has
been withdrawn or it is still with the
police for enquiry?

Shri Eanungo: The FIR lodged in
1952 is still under investigation,

Shri Surendranath Dwivedy; After
the Commission has submitted its re-

port!

Shri U. M. Trivedi: I heard the
Minister say that the FIR was lodged
in 1952 and that is still under investi-
gation. I have seen one copy of the
FIR which was supplied to the Dis-
trict Magistrate of Delhi. It mecans
that the FIR has reached the Distriec
Magistrate of Delhi. It means that
the matter is sub judice.

Shri Tridib Kumar Chaundhuri:
(Berhampur): It is not

Shri U, M. Trivedi: According to
you, it is not; according to me, it is;
1 understang these things better, This
matter hag been placed before the
District Magistrate and is pending be-
fore him, It is certainly a sub judice
matter. Will it be a justifiable thing
to make some remarks about what is
mentioned in the FIR?

Mr. Speaker: I have follow:d it and
1 appreciate the situation. Of course,
the Members shall have to exercise
their discretion, The report was flled
before the District Magistrate as Mr.
Trivedj says. The District Magistrate
must have forwarded it to the police,
Afterwards, the whole matter wag
given over to this Cpmmission. They
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have gone into the matter and come
to certain conclusions. I heard the
Minister say that whatever material
the police hag seized wags also handed
over to the Commission and the Com-
mission has made certain observations.

Shri Surendranath Dwivedy: What
happens to the FIR then?

Mr, Speaker: Probably it can only
be assumed that the police had been
waiting til now to know what the
findings or the conclusions of the Com-
mission are. They might or might
not have proceeded, I do not know.

But so far as the report of a Com-
mission appointed by the Government
is concerned, that certainly can be
discussed here. Whatever is written
there can be deliberated upon and
there is no bar to that, The report
given by the Audior Genera] and Mr,
Viswanatha Sastri is also before this
House. Therefore, the House has
every right to deliberate upon and dis-
cuss these reports. But certainly dis-
cretion shall be exercised. It shall
not be assumed that someone is really
an accused person, That is further to
be enquired into. But so far ag the
conclusions that have been drawn in
the report and the evidence are con-
cerned, every hon, Member has to re-
fer to it to give his opinion,

Shri Tridib Kumar Chaudhuri; May
I ask for enlightenment on one point
from the Minister?

Mr. Speaker: He can ask for it when
he speaks.

There are substitute motions also.

Shri Daji (Indore): I beg lo move:

That for the oriéinal motion,
the following be substituted,
namely:

“This House, having consi-
dered the Report of the Com-
mission of Inquiry appointed to
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investigate into the administra-
tion" of certain Dalmia-Jain
Companies, laid on the Table of
the House on the 23rd January,
1863, urges upon the Govern-
ment—

(a) to take immediate steps
to punish the guilty persons,

(b) to remove the persons
concerned from all responsible
posts held by them in any
Public Limited Company,

(c) to take over all Dalmia-
Jain concerns,

(d) to inquire into all con-
cerns of this Group, and

(e) to take all necessary steps
including legislation for the
above purpose.” (1)

Shri 8. M. Bamerjee (Kanpur): I
beg to move:

That for the original motion,
the following be substituted,
namely:—

“This House, having consider-
ed the Report of the Commis-
sion of Inquiry appointed to
investigate into the administra-
tion of certain Dalmia-Jain
Companies, laid on the Table
of, the House on the 23rd
January, 1963, is of opinion
that these concerns should be
taken over by Government in
the larger interest of the coun-
try and recommends that suit-
able legislation be brought for-
ward for the purpose.” (2)

Shri Surendranath Dwivedy: I beg
to move:

That for the original motioh,
the following be substituted,
namely:—

“This House, having consider-
ed the Report of the Commis-



14021

Motion re:

sion of Inquiry appointed to in-
vestigate into the administra-
tion of certain Dalmia-Jain
Companies, laid on the Table
of the House on the 23rd
January, 1983, is of ¢piaion
that the Government should—

(a) lose no time in bringing
the guilty to book,

(b) take over the concerns
of the Dalmia-Jain group or in
alternative make arrangements
for shareholders to change the
management of these concerns
and put them in proper hands,

(c) strengthen the Company
Law Administration by raising
it to the status of a high-power
Commission with necessary
authority for detecting and
punishing all the mal-practices
connected with the operation
of the corporate sector, and

(d) reconsider the policy of
allowing the ownership and con-
trol of the key sectors of the
economy through which such
mal-practices are facilitated in
the hands of private individuals
or concern”. (3)
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of illegal deals have been prov-
ed and all business and indus-
trial establishments owned by
such comcerns should be confis-
cated forthwith and should be
run by the State in future,

(b) the Report proves that
corrupt and illegal practices are
not confined only to certain
Dalmia-Jain concerns, whose
affairs came to be investigated
by the Commission and imme-
diate steps should, therefore, be
initiated for nationalising all
large scale industries which are
now in the private corporate
sector s0 as to obviate the
chances of financial and stock
manipulations by legal or illegal
means at the expense of ordi-
nary shareholders and publie
exchequer, and

(c) all persons against whom
any charge of financial or stock
manipulation has been levelled
publicly and a primg facie case
has been made out should be
removed from the Boards of
Directors of Public Sector
enterprises and should be pre-
vented from associating with
the latter in any capacity,
directly or indirectly.” (4).
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Shri Tridib Kumar Chaudhuri: I

Shri D. N. Tiwary (Gopalganj): I

beg to move: beg to move:
) : That for the original motio
That for the original motion, N : n,
the following be substituted, the following be substituted,
ely:m namely:—

“This House, having consider-
ed the Report of the Commis-
sion of Inquiry appointed to
investigate into the administra-
tion of certain Dalmia-Jain
Companies, laid on the Tahle
of the House on the 23rd
January, 1863, is of opinion
that—

(a) immediate penal measures
should be initiated against all
business concerns and their
Directors against whom charges

“This House, having consider-
ed the Report of the Commis-
sion of Inquiry appointed to
investigate into the administra-
tion of certain Dalmia-Jain
Companies, laid on the Table
of the House on the 23rd
January, 1963, is of opinion tht
the Government should—

(a) initiate inquiry into the
working of a dozen of top rank-
ing business firms to find out
their lapses and deliberate hood-
winkings in order to take up
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comprehensive steps to put an
end to all malpractices, and

(b) take suitable steps against
the delinquents”. (5).

Mr. Speaker: The substitute motions
are before the House.

13 hrs.

Shri Sonavane: Sir, I had given a
substitute motion, but I am sorry it
has not been circulated.

Mr. Speaker;: When did he give it?
Shri Somavane: Two days back.

Mr. Speaker: I will find out. _It ':t
is in order, certainly I will adtmt:. it
Now, these five substitute mctions
and the original motién are be!orel us
for discussion. What about the time

limit for speeches?

Shri S. M. Banerjee: Sir, may I
submit that normally......(Interrup-
tion).

Mr. Speaker: Order, order., My
difficulty is that he never allows me
to finish.

Shri S. M. Banerjee: You will never
have this complaint from tomorrow,

1 can assure youw

Mr. Speaker: Is that another joke?
Because we are adjourning tomorrow,
as soon as the next session beg.ms
1 will have the same difficulty again?

What is this?

Now, these motions are before the
House. [ was only limiting the time.
The time limit would be 15 mim:_ltes
in the ordinary, of course, routine,
but in some cases il may extend to
40 minutes for the leaders of groups
'or their spokesmen who are Opeming
the debate.

Now, what is it that Shri Banerjes
wants to say?
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Shri 8. M. Banerjee: Sir, this ia
such a  voluminous report that if
ordinary Members are not given even
20 minutes each, they will not be able
to speak anything. 1 want your zui-
dance in this matter. After all, we
have cared to read the entire report
and all these documents. I would re-
quest you to kindly see that at least
20 minutes are given to us. We want
to speak on the merits of this. 1f 20
minutes are not given, it will be
difficult for us.

Mr. Speaker: The difficulty is, if I
put now 20 minutes as the minimum
time, probably I shall not be able to
accommodate many Members.

Shri §. M. Banerjee: We can git
longer.

Shri Daji: We will see as the
debate progresses.

Mr. Speaker: All right, we will see.
Now, Shri Daji.

Mr. Daji: Mr. Speaker, Sir, we have
got before us today a very historie
and momentous report, and I regret
to mention that the Government's
motion as well as the explanation
offered to us in support thereof by the
hon. Minister has been as wanting,
weak-kneed and beautifully vague as
the Government's policy in the entire
matter of controlling big business for
the last 15 years.

Shri Tyagi: I am glad you call it
beautiful.

13.03 hrs.

[Mgr. DEpUTY-SPEAKER in the Chair]

Shri Daji: 1 say this report is his-
toric in the sense that the country
and the House have had the oppor-
tunity in the past to discuss many
scandals, We have had the jeep scan-
dal, the fertiliser scandal, the LIC
scandal and what not. But, Sir, it is
for the first time that one of the lead-
ing private sector big business house
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i on the mat. Even when we dis-
cussed the Mundra deal it was more
from the angle of the public sector,
the LIC investment policy and the
lapses of the officers concerned rather
than the ‘“get quick rich" tendencies
of Shri Mundra. Therefore, I say it is
a historic occasion, because whenever
we discuss a scandal of the public
sector a cry is raised sometimes in
the House, often outside, by represen-
tatives of big business that public
sector ipso facto means corruption.

Here, Sir, is a case of one big busi-
ness house being examined, being
x-rayed and probed into. Here we
find corruption galore, corruption in
repletion and the entire technique of
malpractices that can be imagined per-
petuated by this House. Therefore,
this shows that there is corruption in
big buginess. Inefficiency in the public
sector undertakings are sometimes
brought out because the public sector
is constantly under the watch, under
the vigilant eye of Parliament, the
Estimates Committee and the Public
Accounts Committee. If we were to
turn the same searching examination
into the affairs of private big business
houses there will be more skeletons
in their cupboard than in the publie
sector. I do not say this to justify
the corruption in the public sector.
We do fight against the corruption in
the public sector. But from the cor-
ruption in the public sector an atmos-
phere or a case is always built by big
business interests that it is only In
the public sector that there s
corruption.

Shri D. C. Sharma (Gurdaspur):
There is no corruption in the publie
sector.

Shri Daji: Now, what does this
report say. I will not detail the con-
clusions and findings contained in this
report. The hon. Minister read them
out in detail. In fact, he read out
nothingelse excepting paraphrasing
it. He could have saved the time of
“the House and given us some more
time for the discussion. Therefore,
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let me not go into the cataloguing of
the findings. This, Sir, discloses the
methods in which an established big
business house stumbles in its attempt
to make easy and quick money, It
shows how exploiting the demand, the
need and the opportunity of rapid
industrialisation imposed in the Plan
of India the big business houses have
in the process of industrialisation been
concerned more with plundering the
people and the exchequer rather tham
building the nation on a solid founda-
tion.

Sir, it is a very interesting thing
I have been presented with this very
good book: The Beginnings of my
life—a Guide to Bliss by Shri Rama-
krishna Dalmia (Interruption).
Having done all this a facade was
sought to be created that this gentle-
man was withdrawing from the world
following saintly pursuits and leave
all these things to benami directors
or dummy directors. What does the
first page of the book say?

Shri D. C. Sharma: When was it
published?

Shri Daji: In the first page of this.
book it is said:

“We have not been “ontent with.
the enjoyment of the senses, but
instead have been consumed by
them.”

No truer commentary could be made
of Shri Dalmia himself, his life and
his dealings in the big business sec-
tor. Then, if we turn to the next
page, there it is said—it is an appeal
almost ironically to all of us as we
are sitting here today to discuss this
issue—"bear no ill-will”". I can as-
sure Shri Dalmia that I will speak
without an iota of ill-will. And, see
the egoism—this book can be had free
by anyone who undertakes to read it
and meditate on i¢ for half-an-hour
every day (Interruption).

See the hypocrisy of the bourgeois.
You commit all sorts of conceivable,
moral and legal offences and want %0
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[Shri Daji]
harangue the public, befuddle {hem
and bamboozle them by saintly ges-
stures, This, Sir, is the morality of
big business.

An Hon. Member: What is the name
of that book?

8hri Daji: Now I come to this re-
port. What is very glaring in the re-
port is this. Broadly speaking, Sir,
the findings can be split into two
parts. One is the regular, organised,
planned plunder of the honest com-
mon shareholders. That runs into
crores of rupees. In the case of one
gentleman alone the Commission says
that it is about Rs. 3 crores. In the
case of another gentleman the loot
has not been possible to assess be-
cause the books were withheld. The
exchequer itself has been deprived of
rightful income-tax which comes to
more than a crore of rupees.

Therefore, Sir, the question is not,
as the hon, Minister has posed, whe-
ther we are studying the problem
I am tired of this pusillanimity. The
report takes two years. The matter
is in the Supreme Court. In July you
get the report. In January you are
thinking. I do &0t know what. From
January you are still thinking as to
what is to be done. Then yosu decide
that it should be referred to a legal
committee. Now the report of the
legal committee has come. Still you
are thinking. Shall you ever end
thinking and start acting or  your
thinking itself is a part of acting ana
when you are acting you are not to
take any possible action?

Shri Sonavane: That is gond aceing.

Shri Daji: I regret to say, Sir, that
1 disagree with the whole approach
of the Government and the whole
approach of the learned Attorney-
General. This I say, Sir, with the
greatest respect. Because, if we luok
into the report itself, if we turn to
page 18, the Commission hag estab-
lished that these persons functioned
as a group, and the functioning was
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with the intention of bringing into cir-
culation black money, that is, black
market money, for fraudulently float-
ing companies, for draining public
companies of their money and trans-
ferring it to private companies, for
advancing it to private companies, for
advancing unsecured loans and to par-
take that loan,—in the name of Dalmia,
Shanti Prasad Jain and Bennet Cole-
man and Company there were Rs. 27
lakhs of unsecured loan, unreckoned
lon—for committing frauds, for sup-
plying fraudulent vouchers, for orga-
nising fraudulent account books, for
passing accounts which did not exist for
passing resolutions at meetings which
were never held, for allotting shares
to 114 persons who were non-existent
and for so many other evil practices.
All this was certainly done the Com-
mission itself says as a group and
functioning as a group. :

Now, Shri Shanti Prasad Jain; his
petition here has also made out the
same case which he tried to make up
before the Commission and that has
been repelled. Because, the Commis-
sion rightly held that once the group
responsibility is accepted, it is not
necessary to prove or bring home
each and every individual action. The
Commission, having accepted that
attitude, when it came to considering
the individual responsibility it has
become rather too soft.

I will take this opportunity to give
my wholesome tribute to the meritor-
ious and great work, the phenomenal
work, done by this Commission
which, plodding through a hay stack
of nonsense deliberately created by the
parties concerned has come and given-
us this very good report. But it is
not sufficient. On  this particular
point I find that the Commission has
been more or less halting. It should
have gone further. Its own findings
justify its going a little further,

Then, if al] thege things which I
have recounteq and which have been .
listed in the report of the Commis-
sion have been done for the further-
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ance of the interest of the group, it
is a clear case of legal conspiracy;
nothing short of it. We need not
search for individua] actions here and
there to prove it. It ig a clear case
of conspiracy, initiated by three and
joind by others, to function as a group,
to distribute indefinite shares of ill-
gotten money from year to year, ac-
quire more angd more money ag &
consequence, to promote the conspi-
racy to defraud, to commit defalca-
tions and misfeasance of crores of
rupees, If this ig conspiracy, then I
disagree with the observations of the
Attorney-General, not in an emotional
way but even in a legal way, that
further probe is necessary, You had
probed for six years, then there was
a probe lasting six months and a
further proble of six weeks, So, this
probe will never end.

Here, may I invite the attention of
the Government to section 10 of the
Evidence Act which 'makes an excep-
tion to the general law of evidence
and says that in a case of conspiracy
the action of each can be proved
against the other? May I also further
draw the attention of the House to
the famous Jupiter Fraud case in
whidh a member of the Congress
Working Committee, Shri Kaveeshwar
was convicted precisely holding that
though there was no definite proof
against him under section 10, because
of the evidence of other conspirators,
the charge was deemed to be proved
against him and he was convicted and
sentenced? The same principle has
been followed in 1848 Privy
Council in Gill's case. Therefore
there is an established lega] opinion
that in the case of conspiracy we need
not enter into the hair gplitting dis-
cussion as to the individua] responsi-
bility here and thers. That being so,
1 fail to understand why s> much
delay has taken place. We learn of
man trying to murder Shri Kairon in
Punjab. He is in jail. No case has
been lodged against him. He has been
taken to jail and he is charged with
conspiracy. He is under srrest and

investigations are proceeding. Why
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is this double standard in the case of
big business? In the case of big busi-
ness, no harassment, no document
seized and you are having a probe and
investigation. While referring t> this,
I am constrained to remark about the
most dishonest and shameful leakage
that the Government itself has been
forced to admit today. Whom does it
help? It will help the very persons
against whom you wanted to proceed.
You withhold a document from Parlia-
ment on the ground that it is against
public interest to disclose it, because it
will indicate the possible Government's
line of action to the persons roncern-
ed. And what can be a greater tra-
vesty than the fact that this morning
all of us got that document by post
or by a peen of Asia Udyng , a concern
of Dalmias. You wanted to hide that
report from Dalmias and Dalmia has
circulated copies to all of us! Can
there be a mockery of Palianientary
democracy and soverignity more gross
than this? Could there be more shame
to a Government department which is
charged with the duty of enforcing
the law and bringing culprits 1o book?
Could any shame be more palpable
than this leakage? This leakuge fur-
ther proves that the hands of big busi-
ness are long enough to reach the
office of the Attorney-General, the
office of the Law Minister, the officer
of the Commerce and Industry Minis-
ter, in fact, all offices of the G>vern-
ment. They are long enough. That is
all the more reason why this House
should be bold, conscious and vigiiant
to see that the hands of big business,
though long enough, are certainly
shorter than the sovereign powers of
Parliament.
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Here I would like to say that the
defence of Shanti Prasad Jain amounts
to nothing. T refer to pages 9 and 39
of the petition given by Shanti Prasad
Jain. The defence is “that the practices
that I am charged with are the normal
practices of big business”. It is very
good. So, the defence is “I am not
the only culprit; I am not the only
thief”. He has listed the names of
Mafatlal, Birlas, Tatas etc. So, accord-
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[Shri Daji]
ing to him, why should Dalmias alone
be held responsible for it? May I
suggest to Government that it may
well grant pardon to him and declare
him as Crown witness if he is pre-
pared to come and give evidence as a
witness of the shady deals of Birlas,
Tatas and others? We will forgive
him, Let him come before us in sack
cloth and ashes, penitent and repen-
tant. Let him help us to unearth all
the black deals, black business and
black money everywhere. Unless he
does that, this is hardly a defence.
Simply saying “everybody does it; so
1 have also done it; I should get away
with it” is hardly a defence. That is
the opinion of the Commission and that
is my submission also.

This report shows the way in which
the houses of Dalmia and Jains have
functioned. This report shows the
type of behaviour in which big busi-
ness in our country indulge, and un-
less we are able to see it as a type and
not as an exception, we will not be
doing full justice to the whole matter.
What is this type? Diversification of
lines of business, The Commission
says and the Attorney-General says
that it is a common practice. Blind
transfer of shares. To whom? To no
one, but in a blank form. That blank
form is again transferred. Again, to
whom? To no one, It goes on ad in-
finitum. These blank transfers are
treated as an essential modus operandi
of speculative stock exchange. It is
through these blank transfers that all
sorts of adjustments in the book
accounts can be made, This, the Com-
mission says and the Attornev-General
savs, is a common thing. Having
dummy directors, both of them say,

js a common practice. Similarly,
inter-corporate loans is a  cominon
practice. Auditors passing accounts

without seeing the original books is a

common thing. Abuse of beneficial
amenities is a common practice.
Abuse of controlled com-

panies is a common practice. Then,
I will read out another common
practice of big business. I am
reading from the document of two
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very learned legal luminaries, tihe
Attorney-General and Shri Shastri,
What do they say? Let the House
know how big business functions:

“It is a matter of common oeccur-
rence that some of the rich indus-
trialists have no house or motor car

of their own. They pay nominal
rent to the company which owns
the house. They use the cars of
managed companies freely. Under
the guise of entertainment expenses,
they entertain themselves and their
dependants and relatives.”
This impoper utilisation of the funds
of the company is common occur-
rence. Can there be anything more
immoral than this? Do you want
something more? Now I realise how
they manage to go in big limousines
and live in fashionable bungalows.
Then, at page 227 of the report you
will find something interesting.
When Shanti Prasad Jain's advocate,
Shri Mishra, raised this point before
the Commission, the Commission hit
out quite rightly and said that Gov-
ernment should come forward to
understand it and do the needful,

“If this sort of thing is the inevit-
able result of group control as Mr.
Misra said in another connection,
then it seems to us that provision
will have to be made for indepen-
dent protection for such controlled
companies.”

So, this shows something more than
the acts of cmission and commission
of Dalmia, I do not want for a minute
to hide or belittle what they have done,
But I want to stress with all the force
at my command that this reflects a
type and if you go deeper into this
investigation, if you do not have a
skin-deep examination, youn will find
that this also corresponds to a type of
big business.

What is that type? This report dis-
closes that and I sumbit that all is not
well in the kingdom of big business.
What is this kingdom of big business?
I invite the attention of the House to
the Report of the Press Commission,
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part I, page 271. This is a classic
quotation from there:—

“The proprietor of one of the big-
gest newspapers volunteered the
statement that he had committed
every crime short of murder, Not
knowing whether to take this as an
atiempt at humour, we put the
specific question whether he had
committed dacoity. His answer was,
“The spirit is willing but the flesh
is weak."” "

*Thig is a statement by the proprietor
of a leading newspaper before the
Press Commission appointed by the
Government. ‘This shows their mora-
lity. This reflects their morality.

An Hon. Member: What is his
name?

Shri Daji: They have not given out
any names; so I cannot give out the
name. Operating with this morality
in the course of the ten years since
independence to 1958, figures for which
are available, almost all the big busi-
ness houses have doubled their assets.
In a study Professor Hazari has point-
ed out that the Tatas increased their
gross capital stock from Rs, 152 crores
to Rs. 388 crores, the Birlag from
Rs. 65 crores to Rs. 159 crores, Martin
Burn from Rs. 40 crores to Rs. 82
crores and Dalmia-Jair from Rs. 31
crores to Rs. 76 crores, The techni-
que, as Professor Hazari says, is a
chain-breeding process where initially
they make a limited investment, then
that company invests in another com-
pany and it goes on like that. Through
this they control the whole thing. It
was revealing.

An Hon. Member: What is wrong
there?

Shri S.'M. Banerjee: There is no-
thing wrong.

Shri Daji: You will understand the
wrong when another scandal bursts
upon you. Till then you will not
understand.
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Shri §. M. Banerjee: It is coming.

Shri Daji: I was surprised to read
from the Reserve Bank of India Bulle-
tin last year that in India three manag-
ing agency concerns controlled 20 per
cent of the entire investment in publie
companies. That is the cxient of the
growth of concentration. 1t is the
same thing in banking. 14 directors
of the bank are connected with five in-
dustrial houses, 32 with two to fcur
and 24 with one. So, 50 per cent. of
the directors of all banks are connect-
ed with ong industrial house or
another, giving loans to each other,
passing it on and transforming the
entire financial system or the economy
of the country into a mutual co-
operative society, the only successful
cooperative society functioning in
India today.

Shri D. C. Sharma: Call it by some
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" bad name; do not call it a mutual co-

operative society.

Shri Daji: 1s it prudent for the
Government to be indifferent at the
initial stage and act belatedly, or are
we to wake up in time? Every day
we hear of one scandal or another.
Income-tax evasion, under-invoicing,
over-invoicing, Foreign Exchange
Act violation, customg violation,
suppressed profits—all these are
condoned. Look at the way
income-tax has been evaded to the
tune of Rs. 1 crore only by this con-
cern, maybe ostensibly legally but, if
you probe, by illegal methods, by for-
ged vouchers, manipulaled accounts,
making the auditors pass the accounts
which do not exist. How long are
we going to go on like this? Whose
responsibility is this? The culprits
are Dalmia-Jain but, as they say and
as 1 have pointed out, they followed
a pattern; perhaps, they tried to over-
reach themselves. But whose is the
fundamental basic responsibility? I
make bold to say that ths Government
cannot shirk its responcibility. They
are responsible mainly for thiz state
of affairs being allowed to go on. I
will not go into the details; I will
only point out a few things.

.
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[Shri Daji]

The other day we asked a questién
about industrial licences—I am very
sorry that today the hon, Prime Minis-
ter is not present here--and a reply
was given that only abcut 185 licences
out of 4,000 licences issued had gone
to six big business houses. An im-
pression was sought to be created
before the House that out of 4,000 only
185 were given to big business. I do
not even remotely suggest that the
hon. Prime Minister deliberately did
it. He was given that information and
he read that out. But I will pose two
questions before the Hruse and betore
the hon. Minister through you. Let
him go and find out the break-down
and report tomorrow the break-down
of licences for Rs, 10 lakhs and above.
I want the total wvalue of the 4,000
licences and the total value of the
185 licences given to big  business
houses. Then the cat will be out of
the big. That will show who has
been able to pillage and loot all your
largesse in the form of licences.

Then, how is it that it comes -to
pass, as the Attorney-General says,
that al] industrialists do not own any
house or car? They use the company's
car and the company's house and
do not pay any rent, This is the re-
port of the Attorney-General, This is
the normal practicee. How do
allow it? May I say that there is an
important lacuna in the Income-tax
Act through which crores of rupees
can be saved. The other day my hon.
friend, Shri Morarka, pointed out a
case of a company—I think, he was
referring to Gwalior Rayons—whose
last year’s profit was Rs. 225 lakhs and
the amount of all taxes paid was only
Rs. 10 lakhs; thus, the net profit was
Rs. 215 lakhs. How coulg it happen?
It is through a loophole that you have
deliberately kept in the Income-tax
Act. It is that if a firm of partnership’s
sccounis are to be scrutinised, only
such expenditure is to be set off
against tax ag ig actually necessary
for the profession or but for
the corporate sector the wonrd “neces-
sary” has been omitted. Any expen-
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diture actually incurred by a corporate
sector is allowed to be credited
against the tax. So, it is through this
loophole that you have allowed any-
thing, namely, the directors’ car, house,
selling-agency commission, 'managing
Agency commission whether it is neces-
sry or not, for business, Why have
you not been ble to plug these loop-
holes? Why is there this halting
action? You have been a failure in
the matter of stopping tax evasion, in
the matter of unearthing hoarded gold
and in the matter of bringing to book
the house of Birlas for the gross viola-
tion in the case of Ruby and New
Asiatic Insurance Company even when
the auditors have discovered and re-
ported to you many caseg of lakhs
and lakhs of rupees, You have been
faltering and marking time in the case
of the house of Thackerseys.

I will now come to another case,
1s it not a fact that tax evasion to
the tune of Rs. 7 crores was discovered
in the case of the JK group of indus-
tries,

Shri Surendranath Dwivedy: And
Serajuddin.

Shri Daji: I am coming to that;
please do not be in such a hurry.
For that discovery one man, Shrl
Goenka, was given an inam of
Rs. 32,000, He is now fighting with
the Government saying that he had
been promised more, He says, “I made
you discover Rs. 7 crores of suppres-
sed tax, please give me more." But
he has been given Rs, 32,000 and the
discovery was that ircome-tax of
Rs. 7 crores had been evaded. If that
is so, what have you done to the Jks?
You have rewarded the map al] right,
Merely realising the income-tax is not
sufficient, Therefore I want to pose
the question whether even one big
business house has been put to. eri-
minal trial for evasion of income-tax
or whether the Government does
not regard evasion of income-tax
ag an offence. Is it not misappropria-
tion of the grossest form? During the
discussion on the Companies Act i¥
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wus promised that in future the evad-
ers’ names will be published, Our
good friend, Shri Mahavir Tyagi, in
that very good report on direct taxes
almost suggestced it, It was suggested
as a must by force by the Government
but the Government put it in the last
clause giving the discretion to Gov-
ernment not to disclose in the interest
of revenue, The result is that it has
not beep disclosed, These are the
policies of the Government wihich are
coming home to roost. Then the hon.
Prime Minister goes and complains
that the whole newspaper world is an

industry controlled by tihe industry.”

The bank is an industry controlled by
the industry; the newspapers are an
industry controlled by industry, With
all its background, with al} that
morality these vested interests go for
witch-hunting, for Minister-killing and
for even pulling down the hon. Prime
Minister. I am reminded of a very
good article.

Shri Tyagi: From the trend of the
speech of the hon, Member I feel that
there are many matters involving the
Finance Ministry. ‘Therefore could
you kindly send word to the hon, Fin-
ance Minister so that he or someone
from the Finance Ministry could be
here to take notes?

Shri D, C, Sharma: How can that
be possible? The hon. Member thas
referred to the hon. Prime Minister
s0 meny times, Will Shri Tyagi
say that the hon. Prime Ministe
should also be sent for? Two hon
Ministery are here and I do not think
we need any 'more Ministers,

Mr, Deputy-Speaker: The concerned
Minister ig hern,

Shri 8. M. Banerjee: Many matters
have been raised,

Mr, Deputy-Speaker: Everything
will go to thim,

Shri Daji: I will recal]l the observa-
tion in one of the leading paper, the
Hindustan Times that Pandit Nehru
is not a tidy director of men and mat-
ters. So, let us invite some directors
from Dalmia-Jain group. They will
be better than Pandit Nehru I am
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Shri D. C, Sharma: What has the
Hindustan Times done?  Therefore,
what I say is, the Government has by
softness, hesitency, weak-kneed policy
allowed the big business houses to .
grow and today they are in danger.
We have raised very often the ques-
tion of important Secretaries being
«employed by big business houses. I
say, today, even before a Secretary re-
tires, he is booked. Even when he is
in service, he is booked. (Interrup-
tion).

Shri D, C. Sharma; Why talk about
that? (Interruption) .

Shri Daji: It is a common knowledge
that withgut an important Secretary
joining the big business houses, it will
not be possible to obtain licences, How
does it go on? To what extent, is it
going on? Unless you take
away the power of big business houses
forcibly, your democratic system,
really speaking, cannot continue to
function, Let us remember, the con-
centration of wealth breeds favour-
itism, nepotism, corruption, distorts
the country's economy and its growth;
leads to wasteful comsimptions which
are frivolously copied; sets false can-
ons of socia] prestige—self above
society; it lhag pernicious influence on
the country’s politics, pressure groups;
officers are seducedq and-Ministerg are
hypnotised and social policies are dilu-
ted and destroyed, So, unless you
are able to do something radical, you
cannot have results,

Before I conclude, through you, I
appeal to all Congress Members and
to the Ministers: please do a little
heart-searching about what I am going
to say; not here, do it in the privacy
of your bedrooms. When all these
DJ groups have beeny plaguing the
country, how many high-ups have not
been associated with them? How
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[Shri Daji] _
much of this black money has not
flown into the coffers of the Congress
election funds?

Some Hon. Members: No, no, (In-
terruptions),

An Hon, Member; What about the
Communist Party.

Shri Daji: Even today when huge
funds,are taken from big business
houses, tomorrow they may be also on
the Mat and it wil] prick your con-
science because, I know, still some
conscience is left in some of the Con-
gress Members, The Opposition tried,
most of us tried, when the Companies
Law was debated, that political sub-
vention by the Companies should stop.
The Government which has the powers
to give licence, raw material, market,
etc, all these concession® to big
business houses, if such a Government
takes politica] subvention from the
Companies, we cannot say nothing
wil] happen. Certainly, political mora-
lity demands the tradition of “Rama,
Even before the dhobi can point it out,
the Government shoulq stop taking
loans from big business houses,

Shri Tyagi: When he mentioned
dhobi, he pointed me out,

Shri Daji: As the Chairman of the
Public Aoccounts Committee, you have
that function. (Interruption) There-
fore, we raised a question, We re-
quested the Prime Minister not to go
to the function of the Federation of
Indian Chambers of Commerce and
Industry. Ewven now, we think, the
Prime Minister should not have gone
to receive Shri Shanti Prashad Jain.
I will again pose another question.
Is it not a fact that a son of a very
big Minister at the Centre has been
able to float a big venture of Rs 1
crorp and on the Board of Directors
associated almost all the names of big
businegs houses and in the opzning
ceremony the father Minister went to
bless the son?
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Shri K. C, Sharma: On a point of
order, Sir, Can sudh a thing have
relevance to this? Thes> things are
wide of the mark,

Shri Surendranath Dwivedy: It is
quite relevant. (Interruption).

Shri Daji: Such a conduct certainly
gives out an impression to thes coun-
try that big business houses are to
be blessed,

Now, before I conclude I come to the
concrete measures, As I said, tighten
up the Company Law Administration;
revolutionise it; change it; plug al] the
possible loopholes. Immediately start
crimina) prosecution against the guilty,
Take over a'l the Dalmia-Jain con-
cerns. According to the Commis-
sion's report, there are 60 DJF
concerns. There is a further probe
in 9 or 13 concerns. No. Take
over all of them. Take over
credit institutions run by them. They
are fiduciary trusts in which people’s
monzy is concerned, We p¢annot afforg
to take any risk. I do not think they
must be doing that. But we cannot
afford to take any risk. Have also a
probe into this goal—get quick-rich
tendency—and success of other big
business houses and set an economy
on a pattern which prevents concen-
tration of wealth,

Lastly, I think, it ig timne that we
nationalise audit service, What has
been discovered is clear that. audit
passes accounts without seeing the
accounts books even,

Dr. M. S, Aney (Nagpur): That is
the most important part,

Shri Daji: Unless you nationalise
the audit, there can be no guarantee
of a proper check on the company. It
is not only I who say it. The leader
of the INTUC, Shri Khandubhai D>sai
angd other trade union organisations
have been demanding this. I know of
a case where the son of a director of
a company wag appointed the auditor
of that company. What sort of audit
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#il] he carry out? I can give you the
nam: . If this is so, what audit will
he do? Unless you nationalise audit
ang have control on their accounts,
you certainly cannot do anything,

May I make another suggestion, not
a revolutionary one, but it is the
Congress suggestion, (Interruption).
Some years ago, the Government was
pleased to appoint a tribuna] for prob-
ing into income-tax evasions, The
matter went up to the Supreme Court
and the Supreme Court quaghed that
saying that under the fundamental
rights it cannot be held. Today there
is Defence of India Act. There are
Defence of India rules. We cannot
challenge even the detention or the
Supreme Court ruling because the
remedies before the courts are barred.
Uptill now the Defence of India rules
have been more abused than used. I
offer yoy one opportunity of using the
Defence of India rules and reconstitute
the tribunal in the name of emergency
and defence, in the name of mon
that is requireq to fight the Chinese
aggression. Use it. I am not suggest-
ing something revolutionary because
you yourself have done it; technically
or otherwise it was struck off. Here is
the time for doing it. You get all the
black money of the big business
houses out. Therefore, it is a perma-
nent thing; that is a permanent
measure,

Now, the permanent policemen of
the people can be the workers in the
industry—the employees. They know
every shady deal. So, follow the
policy which has been laid down by
Mr. Gulzarilal Nanda. Give rights to
the trade unions and trade unions
shall not belie. Let the workers be
the policemen. Take people into
confidence, Socialism cannot be built
upon the good offices, softness and
the money of the big business houses.
Socialism can only be built if the
initiative and the confidence of the
people is released in a big way, Let
them feel that the country is being
built for them.

Therefore, 1 commend by saying
this., The question is, are we going
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to allow the big business houses to
use democracy and liberal laws to
grow and ultimately throttle that
very democracy because the growth of
concentration is the dange:s to the
economic health, the democratic life
and the social aims of our country.
Demgqcracy consistent with Jegal prac-
tices which allow concentration, frau-
dulent practices in a society where
plenty and poverty co-exist together
cannot live. That is not socialism.
Not only that. It will endanger the
very fabric of democratic life. Let us
awake; let us arise. 'This is really a
warning bell. If we do not take a
warning now, it may be too late
tomorrow.

Shri R, G. Dubey (Bijapur North):
Mr. Deputy Speaker, Sir, I am grate-
ful to you for this opportunily given
to me to participate in this great
debate. I believe, we are dis-
cussing a very vital matter, Ac-
cording to me, two or three
aspects of the question arise out
of the discussion of this report, to find
out the lacunae in the existing Com-
pany Law and then amend the Com-
pany Law. Second, according to me,
we have to revise our industrial
policy; private sector versus public
sector and see whether the industrial
policy that we have adopted a few
years back is adequate or whether we
have to make some revision in the
light of this, The third is the action,
legal or criminal against the parties
involved.

I think, regarding the action, T am
content to leave it to the Government,
because, we should not appear to be
vindictive towards the individuals, I
would leave it to the Government. I
am concerned with the broad conclu-
sions that we have to consider in the
light of the observations in this re-
port,

I think the House would remember
Shri Feroze Gandhi, who, in a sense,
was responsible to draw the attention
of this House to some of the malprae-
tices in the corporate sector. He play-
ed a great part during his period to
bring somg of these things to the
notice of the House.
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Before I proceed with the discus-
sion, I must pay my tribute to Mr.
Vivian Bose, his co-workers and col-
leagues for this great voluminous
work that they have done. They had
been working for the last 8 or 7
years, In 1956, the Inquiry Copmmis-
sion was appointed. They had to
struggle against many difficulties, At
every stage, legal questions were
raised and the matter taken tp the
Supreme Court, the Punjab
High Court and Bombay High Court.
I must say, the Vivian Bose re-
port has been very fair to the parties.
"Therefore, though I have been
flooled with literature from various
quarters, I have not looked into them,
Personally, I feel that the only basic
document that should guide our deli-
beration is the Vivian Bose Report
which has gone into all aspects of
this question,

The Vivian Bose Report has drawn
our attention to the abuse of control
exerciseq in these companies in cer-
tain respects, With your permission,
1 should like to read certain relevant
passages. Under Chapter VII, Abuse
of Control, the last para—Loans and
Advances—says:

“Companies in which the public
had invested their moneys were
made to git™e loans and advances
without security and at low rates
of interest to the companies in
which the Group of R, Dalmia,
were Interested, to the advantage
of the latter and to the detriment
of the former. In some cases
large advances were made to R.
Dalmia personally.”

Another way of abuse of control
was improper transfer of assets “by
improperly making or purporting to
make inter-company invesiments by
mere book entries. These entries pur-
port tp show....”—I do not want to
go into details, Liquidation was an-
other device.

“This was another device, After
the public companies were squeez-
ed dry, the husks were discarded
and destroyed. The favourite
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method was to bring the company
to voluntary liquidation, appoint
a willing liquidator who fell in
with the scheme, get a scheme
of arrangement sanctioned
by the courts, hand over all
the assets and records and books
tp a purely R. Dalmia concern
in which the directors were the
tools of R, Dalmia ang then get
the transferee company to destroy
the books and records so that
traces of the frauds and manipu-
lations were destroyed.”

We come to another important thini
and that was the destruction of the
adcount books, On page 28, it is said:

“Of these 19 companies, the
books of account and. records
were destroyed in the following
nine cases within a period of 4
years from 1853.”

Shri Himatsingkha (Godda): Now
the law has changed.

Shri R. G. Dubey: Maybe, Under
Chapter, on page 243, it was said:
find fictitious persons—the last para
reads like this:

“But that is not all. There are
more curious facts. Of the 160,000
shares said to have been allotted
to and held by persons in such
widely scattered localities, no less
than 158,850 are said to have been
transferred by these 114 persons
to only 4 persons and 2 concerns;
and the bulk of the transfers are
said to have been effected on one
dﬂy.”

There is another important thing
On page 5786, it ig said:

“In spite of the receipt of the
aforesaiq profits besides others
from the regular business of
D.O.P.M,, its audited profit and
loss accounts for these years
showed small profits or even
losseg as shown below......".

I do not want to go into the details
of these.
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of these, In the concluding portion of
the roport, reference is made to the
Jenkins report which is very import-
ant in this connection. Then, it is said
that in order to bring to book the
wrong-doer, we should not taken any
action which would affect the bona-
fide, enterpriser in this country. I do
agree with this view. But, all the
same, though I do not know anything
about Company law or business, when
I went through some of the reports,
. when I saw that investing public was
defrauded to the extent of Rs, 3 crores,
I was amazed and I thought we were
living in a strange society where
minor offences gre punished—if a per-
son goes and steals five rupees, he is
punished, but if such things ean
happen in society, there is some-
thing wrong and something ought to
be done to check this. I do not sug-
gest that we should be vindictive to
the persons. But, I feel that for the
future, something has got to be done.

1 feel that this may not be the soli-
tary instance. If we go into the re-
cord of, the corporate sector tomy
mind, at least in 50 per cent. of the
case, it may be that a kind of mal-
practices are prevailing . We
had the Mundhra experience. This
is the Dalmia-Jain group, Again, the
Government have told us that they
are making further enquiries into
certain other companies. What is
the remedy?

One remedy is naturally to improve
the Company law. The Viviun Bose
Commission has made certain recom-
mendations, After that, the Solicitor
General and &8n eminent jurist Shri
Shastri also has made certain recoms-
mendations. T have no doubt in my
ming that the Government in course
of time, will bringforth legislation
which will remove some of these
defects.

It is, to my mind, a more important
question, how to deal with the public
sector versus the private sector policy.
You know we have adopted the Indus-
trial policy resolution, Certain cate-
gories of industries we have left to
the public sector and certain others
to the private sector, I agree with
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Shri Daji that something should be
done to check what we call monopoly
capitalism in this country. He quoted
certain instances where licences have
besn given to some businesshouses.
Though 4,000 licences have been given
to other companies there are a few
companies or businesshouses that
control a large investment, I think,
today, if we leave aside the Railways
and the P. & T, though we have got
the public sector steel industries, fer-
tiliser industries and other things, if
we compare the investment in the
private sector and the public sector,
I imagine, a very large sums are still
in the private sector and the sums
invested in the public sector are very
meagre, The question is, if we want
to see a socialistic pattern of society
established, if we want tp pursue this
idea we cannot develop these forces
and wait and watch so that they over-
take the public sector in course of
time. We must do something to check
monopolistic group capitalism in this
country, Otherwise, they will gestroy
the development of the very forces
which want to develop the public gec-
tor in this country.

One thing is there. In judging the
issue between private sector and the
public sector, what is our criterion?
We want to develop national produc-
tion. We want more food; we want
more industry. Merely because in the
private sector, there gre some mal-
practices and defects, we cannot say
tomorrow, come on, we shall close the
corporate sector and we ghall start.
That cannot happen simply. What-
ever our desires, whatever our wishes,
private sector will have to be ‘here
because there s a limitation, What
is the limitation, According to me,
two jimitations have to be kept in
view. One is, to what extent can we
develop the public sector and the rate
at which that can grow. Even though
we want to have the public sector ex-
panded, we cannot do it simply
because, we need technicians, we need
experience, we need administrative
skill and more and more money. That
we cannot do, Again, under the
Constitution we have accepted that
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we shall give dompensation wherever
we take over any business. So, our
capacity to develop the public sector
is conditioned by two things, The first
is our capacity to go ahead. The
second is that we have kept another
golden rule before our eyes, and that
is that we want to avoid bloodshed
in our country; we want to develop

the public sector and we want to -

attain socialism, but at the same time,
we do not want it to develop at a
faster rate which will create a kind
of civil war in the country. Subject
to these two conditions 1 want that
the public sector should develop at
a faster rate than what it is doing
today, because the private sector has
obviously failed us in certain respects.

Another thing that I would like to
bring to your notice is that the private
sector or what we call capitalism was
coterminous with the Industrial Age.
In England the capitalist class came
up at that time; in Germany, in
France and in America also, this
class had come up at that time, and
they had large colonies developed, and
so, the capitalist or private capitalist
economy developed in those countries,
because they had some resources.
But in India, we find that the capita-
lists or the private sector people are
not in a position to contribute to the
growth of the social economy or the
national economy as they did in other
countries, because we have no re-
sources, and we have no colonies to
exploit. Today, if we go through the
loans granted by the Industrial Fin-
ance Corporation, for instance, we
find that there is no business-house
in this country which is in a position
to have a steel plant, for argment's
sake, suppose Government declde to
entrust the construction of a steel
plant to some private business-house.
Are they in a position to erect such a
stee]l plant? A steel plant requires at
least Rs. 100 crores, and no business-
house today is in a position to cons-
trust the steel plant. Whatever Tatas
might have done in the good old past
today, there is no question of private
‘bu.d.ness—hmug being in a position to
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do it, And it is not only
that, but if we see the dis-
tribution of loans today, we find that
the private sector in this country is
impotent, ang it is not in a position to
develop the industries as they ought
to be developed. Nearly 60 to 80 per
cent of the loans today is advanced
by Government. Why should Govern-
ment advance loans to the private
sector and then allow them to develop
that kind of monopolist control in the
country and then create anti-social
forces which will come in the way of
the development of our socialist or
progresssive economy? These are some
of the considerations which we have
to keep in view.

That doeg not mean that the public
sector has no defects. ' As hon. Mem-
bers have said, the public gector also
has certain defects. But I would gub-
mit that we must have some clear
conception of what the socialist ap-
proach means. If we merely develop
the public sector and invest money,
that also might lead to a certain kind
of State capitalism. Simply because
Government invest money, and we
have got big managers, the ICS or 1AS
officers etc. in charge, who are well
paid, and who are paid to the tune
of Rs. 3000 or Rs. 4000 or Rs. 5000, it
does not mean that thingg are well
in the public sector. I am told that in
some of the public gector undertakings,
the condition of labour is worse than
that in the private sector. So, the
public sector also hag some defects.
But there is one gatisfaction that when
we have the public sector, we have
control over it, and we cap change
the board of directors of the public
sector undertakings,

So, far as the private sector is con-
cerned, firstly, we have to gee that we
improve the company law and check
some of the malpractices which are,
going on. Secondly, we have to see
that the pace of development of the
public sector is enhanced. Thirdly, in
regard to the public sector also, we
must have a clear conception whether
we want to follow the Yugoslavia
pattern or we want to follow the



14049  Motion re:

pattern in some other countries.
Public sector should not merely mean
investment of Government money
therein, but we should have some
clear conceptlon about it.

With thess words, I support Gov-
vernment's stand. Ay Government
have stated, there are two parts of the
report. Anyway, for some reason or
the other, the other part of the report
also has been brought before the
House. And in accordance with that
Government are going to amend the
company law and also take action.
Ag for the action part, T leave it to
Government, But I do want Govern-
ment not only to consider the im-
provement of the company law but
also to consider whether the time has
not come for the revision of the Indus-
trial Policy in the light of what we
have seen. )

With these words, I support the
Government's stand.

Shri Sumat Prasad (Muzaffarnagar):
1 have gone through the major por-
tion of the report, and I have read
also the report of Mr. Daphthary
regarding the action to be taken in
the matter., With the passing of the
Industrial Policy Resolution, 1956, the
private sector has benefited a great
deal, and there is great concentration
of wealth in certain business-houses.
This is a subject of much concern.
While the organised private gector is
benefiting, the other persons have not
proportionately derived any benefit
from the development of industries.

The Report of the Bose Commis-
sion makes a painful reading. It
shows how accounts were falsified
and the balance-sheets were passed in
the absence of proper balance-sheets,
the profits were suppressed, to avoid
pavment of income-tax, and the
gshareholders were defrauded.

Some of the directors, particularly,
Shri Shanti Prasad Jain, hag denied
all resoonsibilitv. Once he tock up
the position that he only owned cer-
tain shares and there was no such
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thing as the Dalmia-Jain group, and
therefore, he was responsible only
for his own action. But there i3 an
important document which has been
given in this report which completely
demolisheg the position takem up by
him, This is at page 179.

Thig establishes two things, though
the shares were in the name of indi-
vidual persons, they were benami, and
the Dalmia-Jain group was the pro-
prietor of those shares. Not only was
this the position, but even the manag-
ing agency and the selling agency were
the joint property of this group.

I shall now read out certain por-
tions from fhis document which ap-
pears at page 179 of the report. It
reads thus:

“gw ot IwEer swfEEr oy
o ¥ gooimw off Frafaar, =fr wa-
TN (AT 9T WMo ¥ gTAAA
off TefaaT, WX = mf= = o=
g97 wo #rg vy fag off & woy
HEHT ¥T, N 6T W G H w9 F
wret +f st 35 &, freafofas 7 & g
fararorw wx faar & . . .

Shri Eanungo;: What is the hon.
Member quoting from?

14050

Mr. Deputy-Speaker: He is reading
from the report.

Shri Sumat Prasad: ] am reading
from the report. At page 179 iy the
copy of the agreement.

ot sfirerer erafar zef ¥ a7 awiar
wror fadig ¥ ez oo | W91 A
gfama =ft g TrwfiaT &, ofte
wiawa s smEae Twfiar & 6
gty gfama =it mfe so dq &
feer & @ 1 &9t wr o fefads
v, @ sty af sww feed ®
QAT ST WET SHIQT SN AT qiar
wrgft fardie ¥ ot fi wfer o w2
ST | R TET—anT ey e



*
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¥ 7 el weafaat A FAfoeT gt
W e qordY wifx 3 Soger farmore
& wqarc feear @ |

Then, it goes on to say:

ag faeea gur fe <t g
grafrar soft st ¥ ¥ afw aF
W HETIFATETE T--F F FHT |
ot saearw Tefaar Wt s
¥ 4 wit a9 g1 wTar Tv4T OF U
ft wifer SR & WO e § @
UF 9T TG a% @ $ 66T | g6
wiafor v oon A1 & @i #§ WA
v fgedr & HTEIC qwy g W |

a8 frewm g fe d3foer oo
F qa% eh-ﬁmfwwfmﬂwﬁm
¥ A

g faeeg gur fe 1T & & w1
safa fard ST T WSTERT HTUA
T womw 1

14 hrs.

It leaves no doubt that the shares they
owned were joint properties of the
Dalmia group and they were not indi-
vidua] properties of the various per-
£0NS,

Now, the Dalmia-Jain Airways Com-
pany was floated to purchase vehicles
and other material from the Disposals
after the war. They were not in a
position to advance Rs. 5 crores ag the
price for these Disposal goods, But
the benefit of this deal did not go to
the shareholders of D-J Airways. The
Bose Commission have analysed the
agreement and have come to the
conclusion that the agreement relat-
ing to the joint venture, namely, this
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purchase deal, was jn the interest gnd
to the benefit of Allen Berry. When
the time came when they could derive
benefit, the company was transferred
to DCPM. In the meanwhile, over
2,000 vehicles were also transferred
to DCPM. In thig way, they managed
to defraud their shareholders, and ulti-
mately they contrived that this com-
pany, the D.G. Airways, should go
into voluntary liquidation. Some of
the shareholders protested against that,
but this wag hurried on. There is no
doubt that they did this in pursuance
of a certain scheme. The directors of
the Airways and Allen Berry were
common. Shanti Prasad was director
in both companies. The deal was
being settled by a partnership agree-
ment; in the subsequent dea], they
terminated the joint venture. Then
Shanti Prasad Jain was dealing in
both capacities. In one instance, in
the same deal, he represented himself,
that is, Allen Berry, which was a
private limited concern; and at the
same time, he wag negotiating with
the Airways which was a public limit-
ed concern. As has been rightly men-
tioned by the Commission, the Air-
ways wag not given any opportunity
to have independent advice in the
matter. The whole thing goes to ghow
that there was a conspiracy and the
relationship betwetn Allen Berry and
Airways was that of a fiduclary
nature. Allen Berry was in a sense,
agent and partner of D.J, Airways.
‘We have seen that the shares belong-
ed to the group and the group benefit-
ed. Thus, there remains no doubt that
there is prima facie a charge of cri-
minal conspiracy, and the action of
every individual has got to be judged
in that background, It wag beyond
the scope of the Commission to ap-
portion blame, but dquring the course’
of their inquiry, they have come
across sufficient materia] which shows
that Government will be perfectly
justified in pursuing this matter in
the light of those findings.

Now Shanti Prasad Jain has taken
up the position that on the 31st May
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1948, there was dissolution amongst
the members of the Dalmia-Jain
group. But subsequently, he had to
change the position. He continued to
be direcfor even after that And
when he was cross-examined further,
he made a very significant statement
before the Commission. He says:

“I want to be very frank. We
did not gttach any importance to
that. We never considered that
we are partners to any firm gnd
it does not mean that we divided
that firm among ourselves. We
held our assets mixed with one
another and the flfect of that was
that the three of us were together
exercising control over the said
companies,

“By this partition we only mean
that our effective control over the
respective companieg is sorted
out”.

Then the Commission observe:

“In our opinion, the date 31-4-58
has no meaning. It is admitted
that nothing was done on that date
and it was also admitted before us
in the arguments that no concrete
act of implementation was carried
out before 31-5-48. We are of
opinion that this date is an after-
thought introduced after March
1949 and that the case of partition
from 31-5-48 hag not been proved.
We will elaborate on this as we
continue”,

Then once Shanti Prasad took up
the position that the shares were his
private property, the Commission
wanted to know the source from
which the purchase money was paid.
Then all sorts of objections were
raised. Shanti Prasad claimed privi-
lege. There is one thing very signifi-
cant in this connection. His counsel,
Shri Ved Vyas, while arguing the
matter of the privilege, referred to
the following observation in the Bose
Commission report:—

“Shri Shanti Prasad Jain's ap-
plication also states that he claims
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the protection of article 20(3) of
the Constitution. In clarification
of this, Mr, Ved Vyas said that the
ground on which the protection
was sought was that Shanti Prasad
Jain apprehended that disclosure
by him of whether or not he pur-
chased certain Preference and
Ordinary ghares in Allenberry gnd
Co. and the circumstancegq in
which they were bought and later
sold, and the persons or companies
from whom they were bought and
sold (assuming that they were)
and the sources from which he
obtained the money for their pur-
chase might incriminate him in
respect of certain offences of
which he has been accused by the
Registrar of Companies, Delhi,
among them, ecriminal breach of
trust, cheating, falsification of
accounts, forgery and certain
allied offences including offences
under section 222 of the Indian
Companies Act, 1913; as also
offences under the Control of
Capital Issues Order in respect of
the ganction given by the Exa-
miner of Capital Issues for the
issue of shareg of Dalmia Jain

Airways".

Susequently he appointed another
tawyer, Shri Bhagwati, Shri Bhagvati
contended that Shri Ved Vyas had
argued thig point in this way without
any consultation with the client. Then
Mr. Vivian Bose put thig question—
‘are you prepared to give this state-
ment in writing?” He said 'No'. Then
he did not press the point. That was
the state of affairs. This ghould be
judged in the light of the fact that
this was the joint concern of the
group and nobody had his individual
shares, managing agents' shareg or
selling agents’ ghares. They belonged
to the pool. If we view the case in
thig light, there appears to be a clear
case of breach of trust and criminal

conspiracy.

With this development in the private

sector, it hag become necessary for
the Government to take certain mes-
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sures and to make certain changes in
the company lew. In this case we
have seen there were dummy direc-
tors who never knew anything
When they came in the witness box,
they gaid they acted according to the
directions of Shri Ram Krishan
Dalmia. Shri S. P. Jain said he was
their god, and they acted according to
his advice. But Shri Dalmia never
figured as a director in any of the
companies. Therefore, to safeguard
the interests of the gmall shareholders,
a procedure should be evolved by
Government by which certain inde-
pendent directors may be on the
board, so that the concerns may not
be monopolised by certain individuals.

Shri B. G. Dubey: Who should ap-
point the independent directors?

Shri Sumat Prasad: Some scheme
has got to be thought out by which
the interests of the small shareholders
can be safeguarded.

Companies should not be allowed to
have their own auditors. Only Gov-
ernment auditorg should audit their
accounts. In this Report I came
accross an incident in which the
balance sheet did not exist at all, but
was gupposed to have been passed. It
was answered on behalf of the gudi-
tors that they would not insist on g
balance sheet and would be satisfled
with a statement of account. The
staff should also be vigilant, and all
the balance-sheets should be scruti-
nised. Otherwise, the faith of the
masses will be undermined, and the
industrial development of thiy coun-
try will be greatly retarded. Along
with the public and co-operative
sectors, we depend on the private
sector also, and so it becomes the
responsibility of the Government to
see that the sharecholders are not
defrauded.

Taking advantage of the provision
for voluntary liquidation, in this
case Dalmia-Jain Airways; went into
voluntary ligidation. A scheme of
amalgamation was framed, and the
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shareholders got only Rs. 5 per ghare.
The value of the shares was reduced
by Rs. 5. And thus they made crores
of rupees. The voluntary liquidator
did not perform hig duties properly.
He did not go into the matter. He
did not allow the inspectors of the
Government to inspect the account
books. All the a¢counts were suppres-
sed. Some of them were destroyed,
and he put up before the court a
scheme of amalgamation, and that was
accepted by the court. The court has
to decide on the material that is
placed before it. Theretore, the
liquidator, whether he be voluntary or
appointed by Government, has to
place all the materials before the
court. In this direction also, some
change is needed, go that Government
may be in a position, in a scheme of
liquidation, to place all sides before
the court and nothing is gained by
suppressing the real facts of the case.

Shri Krishnapal Singh (Jalesar):
The enquiry into the working of the
Dalmia Jain group, ag it is popularly
known, has brought to light certain
facts about our private sector, of
which we were not aware so far, and
there js no doubt that eve:ything does
not seem to be satisfactory.

The malpractices which have come
to light are due either to the law being
defective, or due to the defective ad-
ministration of the law relating to
business.

We have heard a very forceful
speech by my friend Shri Daji who
went into details of the working of
the private sector. I think he has
tried to make out a very good case
against what the private sector does.
I am mostly in gympathy with what
he said, but his conclusions do not
appeal to me. The remedy which he
proposes for correcting these mal-
practices, namely nationalisation of
private CONCEIns, does not ap-
peal to me I do not think
that i the proper way. If we have
a litle boil in one of our arms, it



14087 Motion re:

would not be very wise to have the
entire arm amputated, It would be
much better to have the boil treated
and to cure the disease. Therefore, I
do not agree with his coneclusion, that
the only way to correct this state of
affairs i nationalisation of private
concerns.

Then he suggested that better re-
cognition should be granteq to the
trade unions. In this respect, ] would
like to go a little further. I am sur-
prised that up to this time Govern-
ment have not tried to associate labour
or employees with the management
and ownership of the companies,

Shri S, M. Banerjee: They have a
scheme,

Shri Krishnapa] Singhs They have a
scheme, We have been hearing that
things will be done, but it has not
been introduced. If labour is given
a share in the capital and in the
management of the concerns, we will
have two distinct advantages. One
will be that we will not have as many
strikeg as we have been having; labour
will  certainly cooperate with the
management, and there will be increa-
sed production in the country. The
other advantage will be that if
labour gets a share in business and
is put on the management of privately
owned concerns, it will have a better
knowledge of the running of the firmr
in which it is working, and therefore
would be in a better position to safe-
guard its own interests and those of
the shareholders. Therefore, I sug-
gest that instead of thinking of na-
tionalisation, we should try to asso-
cita labour in a greater degree gra-
dually and give it a place in the
management of these concerns. I do
not for a moment say that if people
have committed offences and if they
are responsible for malpractices, they
should not be punished. But at this
moment we should calmly consider
whether these malpractices are com=
mitted by only a few individuals br
are so common that we have to take
2 general and more liberal view of
it Tt is no exaggeratiom to say tnat
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the conditions under which we live
and we have been living in this coun=
try are not conducive to raising the
standards of morality in ‘our soclety.
Had the Government placed even a
fraction of the emphasis which they
have placed on the material gide, to
improve the moral standards of the
people, things would have been diffe-
rent. In every department of life,
we find that our morals are not what
they shouid be. We cannot accuse a
few people of being guilty of doing
what the Boge Commission hag point-
ed out.

There is another serious point. Why
have the Government chosen one set
of industries for this kind of an en-
quiry? What was the reason? The
Bose Commission itself has pointed out
that these malpractices are common.
Mr, Daji pointed out, as the Bose
Commission says, that most of the in-
dustrialists do not own motor cars
lead a life of luxury. If that is the
position, why should the Dalmia Jain
group be singled out for purposes of
this enquiry?..(Interruptions.) That
ig exactly the point. My friend Shrl
Banerjee who is much better acquaint-
ed with industry than I am has given
the answer. That is the reason. It
gives an answer to the suspicion as to
why this group was singled out for
this kind of investigation.

Shri 8, M. Banerjee: You say to
them what I have said.

Shri Krishnapal Singh: Mr, Baner-
jee says that I should repeat his words,
Mr. Banerjee said that the Dalmia
Jain group was gingled out because
they did not subscribe very lavishly
to the Congress fund.

Shri C. K. Bhattachs~vya (Raiganj):
That is just like Mr. Banerjee. ... (In-
terruptions,)

Shri KErishnapal Singh: But that is
a very relevant point for this House to
bear in mind when they are discuss-
ing this report: why should one
group be singled out when, according

.
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to the knowledge of various Members
and Parties, such malpractices are
common. It is unfortunate but I
think we should judge this case in
the light of these facts. We should
take @ction against those who are
guilty after we have given an oppor-
tunity to them to put in their defence.
Even a murderer is given an oppor-
tunity to be heard by a court Why
should we go only on the report which
places only one side of the picture
before us? Why should we not give
an bpportunity to the other side to be
hearq in this House which is the
highest court in the country?

I would like to say a few words as
to what the Party to which I have the
honour to belong wants to be done,
what changes they want in the policy
of the Government. As I have made
it plain before, we want that the
private enterprise should remain. We
do not want that everything should
be taken over by the Government.

Shri C. K. Bhattacharyya: Does
Mr. Banerjee agree?

Shri S, M. Banerjee: I want to
nationalise even Congressmen.

Shri Krishnapal Singh: We must
associate labour in the management
and we should set aside a portion of
the capital in the newly floated con-
cerns for the labour or even in the
older ones when they expand their
capital. Whereas we are in favour of
the private sector being retained we
also want that they should have a
conduct of business. We want manag-
ing enterpreneurs to be honest, en-
terprising, adventurous, sympathetic
towords workers and shareholders,
efficient and economical. This ig what
we should aim at jn our business. We
expect that Government will come for-
ward with suitable amendments to the
company law so that in future such
malpractices do not happen. The in-
terests of the shareholders should be
effectively protected. There should be
more stringent liquidation laws. Inter-
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locking of enterprises should be watch-
ed. Confusion between private com-
panies and public corporations should
be prevented. Lastly, scrutiny of
auditors’ activities is peeded.

If we go through the Bose Commis-
sion report, we find that the auditors
do not always act in the manner in
which they are etpected to do. There
is no doubt that if we want our pri-
vate enterprises to run successfully -
we should have good auditors and it
ig necessary that we should have au-
ditors with integrity and knowledge.
Otherwise we cannot expect the pri-
vate companies to maintain their
accounts in a clean manner. There-
fore, whereas I say that we should
take action pgainst all people who are
responsible for ‘offencds and irregu-
larities, I also say that the people who
committed them should not be treat-
ed unduly harshly and we should
judge the case in the light of the cir-
cumstances which have been brought
before us.

1 hope that this House will give
every opportunity to the people who
are accused of having committed these
irregu.arities to lay their case before
this House before they arrive at con-
clusions.

With these few remarks I again re-
quest the House to consider the few
points which I have placed before it.

Shri C. K. Bhattacharyya: Mr,
Deputy-Speaker, Sir, in dealing with
the present case we have the follow-
ing papers to guide us. On the one
hand we have got the report of the
Bose Commission, the report of the
Daphtary Committee partly laid on the
Table of the House and partly leaked
out through the contrivance of some
friends, and also we have received an
analysis circulated by some helpful
gentleman, probably a lawyer, through
the post office. On the other hand
we have the petition of Shri Shanti
Prasad Jain, two telegrams from the
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eldest wife of Shri
Dalmia. ...

Ramakrishna

Shri S, M, Banerjee: Five.

Shri C. K. Bhattacharyya: Mr. Ba-
nerjee is fortunate he has received
five,

Shri 8. M, Banerjee: Because I be-
long to the Opposition.

-

Shri C. K. Bhattacharyya: Then, a
representation by some staff members
of the Dalmia concern; and today,
just as I was about to come out from
the house, a representation from the
Asia Udyog (Private) Limited, for-
‘warding this leaked-out report. I got
it before I came to the House, through
the grace of Asia Udyog (Private)
Limited, they forwarded it to me. So,
all these papers we have to go through
and make our conclusions upon them.

I do not know whether it will be
correct but after going through this
latest paper that I received from this
Asia Udyog (Private) Limited, it
appears they are building their case
upon the leaked-out portion of the
Daphtary-Sastri report. This made me
feel that this leaking out business
must have been done by persons who
are interested in the party. Other-
wise, why should Asia Udyog (Pri-
vate) Limited, into whose affairs in-
vestigations have been ordered and
inspectors have been appointed, for-
ward it to me in support of their case?
That is the conclusion that I made
there. (Interruption). Mine? I got
it today, just as I was coming out.
Somebody came and gave it to me.

Regarding the other papers that I
received, I will refer only to two
passages. One is from the telegram
that I received fr the eldest ‘wife
of Shri Ramakrishfia Dalmia. She re-
fers top the FIR report, to which the
hon. Minister also referred. She says
that “the FIR report was filed by the
Companies Registrar in November,
1953, and this has been pending for
the last 93 years. Neither police sub-
mitted a report under section 173 nor
dismisged investigation”. This ig a
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state of things which requires an ex-
planation from the Government, if this
is correct.

Then, regarding these representa-
tions that I have received from the
Dalmia concern employees, I shall
refer to only one passage, that is the
passage on page 7, where they say:

“We may point out that neither
we are concerned, nor we like to
comment as to what other in-
surance and other kinds of com-
panies (refer Bhaba Committee
Report) associated with other big
business houses, have done or are
doing at the cost of the investing
public, and why no action has been
taken against them.

This is the question put before the
Government by the staff members of
the Dalmia concern, and to this also
the Government hag got to render a
reply.

Then, coming to the petition of Shri
Shanti Prasad Jain, he has given us
three conclusions, or rather his con-
clusions numbering three: firstly, that
the Commission has erred in its con-
clusions; secondly, whoever else might
have been responsible for what the
Commission have found to be wrong,
there is no responsibility of Shri
Shantj Prasad Jain; and, thirly, the
way the Commission has dealt with
the whole thing has not been wholly
fair—he does not say unfair, he says
‘not wholly fair! That is in the peti-
tion. So, that is the petition,

After having dealt with these things.
I took up the part two of the Daph-
tary Committee report which has
been made available to us by the
Government before. The Daphtary
Committee in their own analysis have
upheld the findings of the Bose Com-
mission, so that the complaints that
Shri Shanti Parsad Jain makes against
the Bose Commission finding are con-
tradicted also by the Daphtary Com-
mittee Report. In different parts of
the report in dealing with their
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recommendations for the amendment
of the Company Law, in every case,
they uphold what the Bose Commission
have recommended. Referring to the
Dalmia-Jain Airways they say:

“Even from its very inception
the promoters had never intended
that the huge sum of over 31%
lakhs raised by public subscrip-
tion towardg the share capital
should be utilised for such busi-
ness. They had only intended to
form a private company for carry-
ing on a totally unrelated adven=-
ture, namely, purchasing surplus
motor vehicles and spare parts and
machinery left by USA and the
American forces at the conclusion
of the last war.”

This is where the whole thing begins,
that is in the middle of the year 1346.

As I read the report, and also the
petition, a feeling came over me.
August 1946 has been a fateful period
in Indian history, and August 1946 has
been also a fateful period in the his-
tory of the Dalmia concern. It is on
the 13th of August that they got per-
mission from the Government of India
to add to the objects of the Airways
the purchasing and reconditioning of
vehicles left during the last war. And
in referring to this the petition itself
says—the feeling is there also:

“The DCPM had purchased the
shares in the middle of 1846, when
the share market was at its
highest. The Calcutta killing and
the Liaquat Ali Budget produced
a crash in the share market. The
partition of India made it worse".

‘That is the defence that Shri Shanti
Prasad Jain has put forward. So, a
fateful incident in our history is re-
lated to a fateful reverse in the for-
tunes of the company also.
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What the Daphtary Committee has
recommended in its first part I Elsve
only cursorily gone through. But their
finding, I believe, is that there is not
much action to be taken unless further
enquiries and further investigations
have been made. These investigations
have continued for six years. I do not
know how many years more the en-
tire process will take if the Sastri
Committee’s recommendations are
accepted for action.

The analysis that I have got appa-
rently from a lawyer, an undisclosed
friend, is that there is material in the
findings of the report on which the
following cases can be proceeded with:
criminal conspiracy, criminal breach
of trust, cheating, forgery and falsi-
fication of accounts. These are the
cases suggested in the analysis that
somebody has sent me, analysing the
points of law and the whole report.

I do not want to go into details of
the report, which are more or less
well-known. What I felt was—these
words came to my mind,—

U7 yafaa %

The wheel moves in this way. Cer-
tain persons create a position for
themselves in the society. With the
help of their position, they get money
from the public and also from the
public exchequer. With the help
of that money, they improve their
position and with the help of the
improved position, they get control
over the Government machinery. With
the help of the control over Govern-
ment machinery, they get more money
from the public exchequer. That is
how the wheel moves. In the present
conditions in which we are, it comes
to this that there is a contrivance by
which it may be made possible that
public property and public money are
utilised for private enrichment and
private gain. That is what has been
stated in the Sastri Committee’s
recommendations also:

“The Cummission of Enguiry
discovered a cmse where certain
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persons, for their unjust indivi-
dual enrichment contrived to have
their own private concern....”

This is the conclusion they have come
to.

How can this malady be remedied
in the society itself? This new con-
trivance has got to be resisted some-
where. My idea is, this is possible in
one way only. That is, at a certain
stage, there comes into operation or
comes into existence an unholy alli-
ance between officialdom on the one
side and the business people on the
other. Otherwise, this thing can
never happen and can continue to go
on. That is my conclusion and that is
the conclusion, I believe, that various
enquiries have also some to it. Since
the independence of India came, we
have been let down by two elements
in society: the official element on one
side and the business element on the
other. Had the two elements acted
fairly to the people, India, would have
been a much better place to live in
than what it is today. That is my
own inward feeling, which I speak out
on this occasion.

Mundhras and Dalmias are not mere
accidents. They are symptoms of a
deep-seated malady in the society
itself. The social fabric is being cor-
roded by greed. It is the greed motive
that is leading to the things which
the Bose Commission investigated.
This has not been done out of poverty,
out of want, out of desperation for
not getting the wherewithals with
which a man can live, These are done
out of greed and it is here that the
remedy must be applied. Otherwise,
while on one side we go on building
this planned reconstruction of society,
on the other side, this greed motjve
will begin corroding the entire basis
of the society like an insidious poison
and one day the whole thing will have
to topple down, The fundamental
remedy is not in legislation or com-
missions of enquiry. The fundamental
remedy will be to reawaken the moral
sense of the society, as Gandhiji used
to do, which we have forgotten by
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now. Only a day back the Prime
Minister presided over the Moral
Force Conference in the AIR hall.
There he had stated that the influence
of moral factors is everlasting and the
influence of every other thing is
transitory. This is what the Prime
Minister stated and this is what we
want to put into action.

In the end, I only make an appeal
to my opposition friends. In all the
speeches they deliver, in all the pro-
paganda they make, they try to wean
away the people from the inherent
sense of morality or what I would call
Dharma Buddhi.  That they try to
break and have broken to a certain
extent, but they have not been able to
give any substitute. ey have per-
suaded the people not to follow the
habitual moral rules that they used
to follow; they have not been able to
give substitutes. I am glad Prof.
Mukerjee has come. I appeal to Prof.
Mukerjee to accept my suggestion and
join with me in appealing to the
people in the way of the old moral
preachers: .

q A ETH: FTATAT] TN
TTeafa |

gfaaT FoEcis 7 @fradd |

“The desire is not satiated by
the enjoyment of desire; it gross
by what it feeds upon.”

Again, it is said:

qrag forad wst amaq &9 fg
gy

wEs qsHAAT gEAT AR
w&q N

“The individual in the society has a
right only to that much which is
enough to satisty his hunger. One who
wants more is a social thief and should
be punished”. I appeal to Prof.
Mukerjee to join me in appealing to
the people to go back to the spiritual
moorings, so that these things can be
made impossible,



Motion re:

14067

Shri U. M. Trivedl: Sir, we have a
very voluminous report before us. It
is a most laborious document, and it
is rather impossible to offer a fulsome
criticism of what is contained in the
report that is before us. Still, each of
us is trying to make an attempt to
give his views on it and I will not
lag behind in doing so.

The disclosures that have been made
by these reports show in clear langu-
age the human greed to make money,
more money and more money. The
malpractices that have been brought
to light are really such as call for full
attention on the part of Government
to check malpractices in future. The
enormity of the offence, if I may be
permitted to use the word ‘offence’,
is very great. But what appears to
me as very strange is, who allowed
this thing to continue? Who was res-
ponsible for this state of affairs? We
nave any amount of documentary evi-
dence made available to us from
various sources which go to show that
it was this Dalmia who used to contri-
bute large sums of money to the Con-
gress funds.

An Hon. Member: Where are the
documents?

An Hon. Member: Jan Sangh ko
nahi?

Shri U, M. Trivedi: Here are the
documents. You can take them. You
have got them. I have also got them.

Is it because of this contribution
that we were keeping quiet for so long
or is it that things were allowed to
drift because all round the same posi-
tion was obtainable, The rich are rich.
They may form a group of them-
selves. They have got better hold on
the Press. They can praise the Gov-
ernment, they can praise the Ministers
and try to draw a veil upon the actual
things that are there. The hon. Mem-

ber, Shri Daji, when he was speaking,

narrated a few scandals. But he
refused to talk about the jeep scandal,
the pre-fab. scandal, the ammunition
scandal, the fertiliser scandal, the
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Mundra scandal, the Serajuddin scan-
dal and so many other scandals.

An Hon. Member: He did mention
jeep scandal and fertiliser scandal.

Shri U. M. Trivedi: He wanted to
mention, but he did not. The whole
difficulty is that somehow or the other .
we all try to shield some persons for
certain aspects with which we see the
pouitical life. Everyone who does the
nation in the eye or deprives poor
people of the hard earned money,
whether it is in the hands of the
nation or in the hands of a managing
director, is as great a rogue as any-
body else. Dalmia used his brain in
a perverted manner to make more
money. There is no doubt about it as
it appears. But, Sir, the wonderful
part of the whole thing is, has he
committed an offence under the law?

An Hon. Member: No.

Shri U, M, Trivedi: After having
wasted these six years and producing
this big wvolume, what is it that we
have got? 1 am fortunate that this
morning the hon. Minister was pleased
to issue this so-called secret document
to us. What does it convey to us?
What is the sum and substance of this
whole thing, this rigmarole? 1 do not
read this report as a very valuable
document. With all respect for the
great judges who sat over this, I say
it is a rigmarole. When we read it
we come to this conclusion. One after
the other they have said: further
investigation is necessary in one case;
in the other, further material is neces-
gary; for the third, further investiga-
tion is necessary and ultimate success
of the enquiry will depend upon that
further investigation; for another,
proof is lacking; for the interpolation
of entries in the personal accounts,
all this will be subject to further
enquiry and so on. Then, the hapha-
zard manner in which this recom-
mendation has been made hag sur-
prised me very much. It is said:

“The balance-sheet of D, J.
Airways for the period ending 30th
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June has been signed by Dalmia
and 8. P. Jain and others, and an
offence under section 282 of the
Companies Act would appear to
have been committed.”

I was searching for it. This is a report
of 1863. I was looking at the Com-
panies Act, and I find that section 282
has no bearing with this. Then I
thought that probably the hon. judges
might be thinking of the old Act, and
I found out that they were probably
referring to the old Act in giving their
opinion. 8ir, such learned people to
whom lot of money has been paid
from the pockets of the Government
have submitted this report without
even trying to study what particular
law will apply and in what year the

. offence is said to have been committed.
It is from these people that we have
to draw our inference whether or not
the prosecution of these particular
persons is possible.

After reading this report I can only
come to one conclusion, that what
they have in mind is that the result
if effective against minor charac-
ters only it will have to be considered
whether it is worth the trouble. After
having wasted six years we again
come to the conclusion that further
investigation is necessary, and that
without further investigation no prose-
cution is possible. Why have we
wasted all this money? What for have
we done it? What advantage have
the Government or the public derived
from all this investigation? A lot of
money must have been spent. I was
reading that the appointment of one
Shri Petigara was made on Rs. 600
per day. What a tremendous lot of
money must have been spent for get-
ting this investigation done! We are
talking of Dalmia; everybody con-
cerned was also trying to fill his belly.
So, when rich persons are to be prose-
cuted other people want to bhecome
rich at the cost of the rich. That
greediness is not disappearing in the
least.

I would ask, are there methods, are
there officers, are their Acts avail-
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able for us to catch hold of these
people when they commit the wrong?
Do we not get into the know of affairs
that such and such persons, such and
such rich merchants are doing this
wrong? Very recently I received
some intimation—I am trying to con-
tact the Home Minister for that pur-
pose—that certain persons entered
into a conspiracy between the years
of 1848 and 1957 and took away about
Rs. 7 crores of foreign exchange by
surreptitious methods. I fail to
understand that. How is it that our
big officers, the Reserve Bank, the
Customs and others are not able to
locate these things? These things go
into the hands of nincompoops who
charge as much as Rs. 32,000, as was
disclosed today, for getting an evasion
of income-tax to the tune of Rs 7
crores.

Shri Balkrishna Wasnik (Gondia):
This information can be had from big
business houses.

Shri U, M. Trivedi: Very good.
Wherever you may get it, the whole
question is that you must get it. If
it can be had from big business houses,
it must be got from big officers also.

After studying this what further
ridiculous thing comes to my notice is
that a complaint was filled somewhere
in the month of November, 1853—on
19th November, 1953—Shri Kanungo
told us that it was in 1952, but I think
it was done in 1953......

Shri Tyagi: And, it has not come
vet? .

15 hrs,

Shri U. M. Trivedi: In 1853 this
complaint was lodged by Shri B. R.
Seth, Registrar of Joint Stock Com-
panies, Delhi, It is a long complaint
and a very full one as it is. This
Commission was appointed in 1956,
So, from 1953 to 1958 what investiga-
tion was carried out? What type of
complaint is it? Any person who has
learnt law, who has the rudimentary
knowledge of criminal law knows the
principle of Actio personalis moritur
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cum persona. It also leads one to the
conclusion that mens reg is a neces-
sary ingredient of an offence under
the Indian Penal Code. If mens rea
is to be imputed, there must be a
person. To whom can we impute that
this person has committed this mis-
take? What is the name of the
accused and what is the address of
the accused? Dalmia Jain Airways
through the Chairman of the com-
pany and other members of the Jain
concern? What type of accusation is
it? During my study of criminal law
I have never come across such a pro-
position. The only case where a body
corporate has committed an offence is
the fictitiouws offence which is created
by law under the Defence of India
Act. It is only under the Defence of
India Act or the company law that a
body corporate commits an offence.
When a body corporate commits an
offence, the punishment is not send-
ing to jail. Here the offences are
under sections 406, 420, 465 and 477.
Who is going to jail? Is the Dalmia-
Jain Airways to be sent to jail? What
type of offence was committed by it?
Why is it that the investigation has
been going on for the last seven years,
or rather 1 should say ten years,
because this was started in November
19537 It is now nearly ten years since
the offence was committed. Then we
are asked to discuss it.

Then, this meorning I raised this
point. This document indicates that
it is in the court of Shri Satish
Chandra, District Magistrate, Delhi.
It means that the document must have
gone to the District Magistrate. If it
has gone to the District Magistrate, it
means that cognisance of this case has
been taken by the District Magistrate.
Is it fit and proper that the House of
the People, the Lok Sabha, will dis-
cuss the pros and cons of this investi-
gation and then come to a particular
decision and thereby influence the
conduct of the judiciary?

Mr. Deputy-Speaker: We are dis-
cussing the Vivian Bose Commission
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report; not the investigation or com-
plaint.

Shri U, M. Trivedi: I am coming to
it. The Vivian Bose Commission also
experienced some difficulty. The
Commission of Inquiry which was
appointed was not able to get hold of
the documents. Then, this matter was
placed before the district magistrate
and warrants were issued to seize
from all over India particular docu-
ments. Was that machinery to be
used for the Vivian Bose Commission?
I submit not. It is true that it has
given us material. It is very true.
They have come to certain conclusions;
very true. They have found out cer-
tain things which show how greed for
money acts. It is no joke. A man
enters into a contract and then col-
ludes to get some money from the
company, because the money comes
from the pocket of the poor share-
holders. A man enters into a con-
tract that for twenty years he will
serve that company. After nine
months, his services are terminated,
an arbitrator is appointed to go into
the case and a huge sum is paid as
compensation. Whose money is it? It
is the money of the shareholders.
Certainly, it is callousness. Callous-
ness apart, immorality apart, what is
required in law is to see what offence
has been committed. Are we to
investigate the callous behaviour of
the rich? We know the callous
behaviour of the rich. If the beha=
viour of the rich is not callous, pro-
bably, the labour would not have
suffered, and the country would not
have suffered if the callousness of the
rich is not there. But what is the
offence that has been committed?
What is the money that we have spent
on this report? Should we not inquire
whether the money was justly spent
or not, especially when we are left in
the lurch for the report has suggested
turther investigation? How long will
this investigation after investigation
go on? I do not understand it. There
must be some limit to it.
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We have also received some memo-
randa from various sources. I am not
going to refer to them. What was the
reason which prevented the Govern-
ment from taking immediate action
when this company was floated with
114 fictitious shareholders? At page
243 of this Report, Chapter VII, it is
stated:

“Out of the first 121 names in
the register of subscribers not less
than 114, to whom share certi-
ficates were issued, were ficti-
tious.”

Therefore, they were non-existent
persons. It further says:

“We made the
attempts to trace them.”

Then they give the details.

following

Shri Tyagl: Sir, would you summon
some of the Ministers here? There is
no Minister present.

Shrl U. M. Trivedi: One Minister is
present.

The report further says:

“The number of shares issued
to each ranged from 250 to 5,000.
No less than 50 of these 114 per-
sons are said to have invested
sums ranging from Rs. 10,000 to
Rs. 50,000 each; and 11 are said
to have invested from Rs. 20,000
to Rs. 50,000 each.”

A man who invests Rs. 10,000 to
Rs. 20,000 is not to be found. How
many are there in our country, or at
least how many were there in our
country in the year of grace 1948, who
could invest Rs. 10,000 or 20,000 and
who were not to be found? We
allowed this fiction to grow and we
tolerated this fiction. In 1948 one of
the reports of the Public Accounts
Committee indicates to us how we
developed this habit of tolerating this
fiction. There was a report that at
the cost of Ras. 10 lakhs some buildings
were constructed and the buildings
were fetching good rent and we used
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to get that rent. For three years we
continued to get that rent. At the end
of three years, the rent ceased. Then,
investigations started why the rent
had not come. I am only giving you
an illustration as to how things are
going on in our country. After three
years it was found out that no such
building was ever constructed. That
building was simply not there. The
rent was a fictitious thing and the
investment was a fictitious thing.
Then we tried to find out whether the
gentleman who made this report was
there. We found that he has gone to
Pakistan and is not available in our
country. We tolerated such a thing
in 1848, This is a thing that we
allowed to have roots and foundation
in the year 1948, When we continued
to tolerate these things in Government
departments, certainly we have to
tolerate them in the private sector.

14074

Shri C. K. Bhattacharyya: May I
remind the hon. Member that in 1948
this Government did not exist?

Shri U. M. Trivedi: I am sorry, the
hon. Member's memory is not as sharp
as mine. It was this Government
which was in existence from July
1947,

Shri C. K. Bhattacharyya: It came
into existence after 1950.

Shri U. M. Trivedl: No, the hon.
Member is wrong.

Shri Tyagl: It was the Viceroy's
Executive Council.

Shri U. M. Trivedi: May be, but the
difference is that between Tweedle-
dum and Tweedledee. The same per-
son was holding office.

Shri C. K. Bhattacharyya: I do not
dispute the hon. Member the advant-
age of having a convenient memory.
But the fact is that Republic came
into being in 1950.

Shri U. M, Trivedl: I am not con-
cerned with convenient or inconveni-
ent memory, I am concerned with
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historica] facts. The question, there-
fore, is that we tolerated it. Does the
hon. Member who just tried to inter-
vene want to say that just because
the report referred to was of 1948 it
should not be looked into? Is it his
contention that what has been stated
by Shri Shanti Prasad Jain from
November 1848 need not be gone into
because this Government was not in
existence then? Or, are we to say
that we should not do anything be-
cause this report was not there? I
do not think that that is his conten-
tion.

Then comes the question whether
the vigilance that we want the com-
company inspectors appointed under
the Company Law to exercise should
grow or should the same thing go on
happening, namely, that the Registrar
of Companies has nothing to do with
the administration of companies. He
will simply sit tight and the inspec-
tors need not do any work except en-
joy their lucrative remuneration.
Very recently there were reports
about some company in Belgaum.
The reports are floating. They go to
the Registrar of Companies and not a
feather moves to take any action

. against the company. Who should
do it? Should we have another com-
mission waste another six years for this
commission to submit its report, then
after six years are gone should we have
another opinion from a learned mem-
ber of the profession who would then
say, “Let there be further investiga-
tion"? How are we going to cure
these things that are coming before us?
It is therefore meet and proper that
remedies must be found out. The
evils have been disclosed to us and the
remedies must be found. I do not
want to be vindictive against anybody.
If the Government feels that no useful
purpose can be served by not prosecut-
ing them, let them not prosecute them.
I do not care. But the evils at least
have been disclosed in this report.
Are we going to sit tight having stud-
ied this report and not formulate the
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remedies for the future so that these
things shall not happen at least?

‘Big businessmen are there in our
country today. They must be mani-
pulating so many things. Some have
bden brought to light and some have
not been brought to light. But are
they different iIn any manner from
what has been done by Dalmia or
Jain or anybody who is concerned
with this? I am not concerned with
any particular man in this. But is it
not being done all over India by the
rich, by those who are managing com-
panies? I had heard about a com-
pany, Standard Mills, where cornering
was done by one particular person
who is now reputed to be a very
honest man. He cornered the whole
block of shares and brought the price
down to one-tenth of the face value
and then purfhased all of them.
Now he is a very big man because
now he is behind that company.
These are the things that are happen-
ing. These are things which are
understood by everybody. Everybody
knows it ‘These are not things which
are novel. Are these things not
known to Government officers? They
are known to them. Are these things
not known to Ministers, They are
known to them. It they are
known to the Ministers and to Gov-
ernment officers, who are directly
concerned with them, what prevents
them from making a suggestion to
the Government and through the
Government to Parliament that ac-
tion must be formulated to edy
these ills that have been disclosed.
It is no remedy to have everything
in the public sector. This is the publie
sector, 'What other sector is it? We
are the public sector. This Parlia-
ment is the public sector., We are not
able to do anything. What is there
that this public sector will do? The
public sector has already given us an
example where by investing Rs. 920
crotes wyou get a profit of only
1.29. What is this public sector doing
except taking away the money of the
public and not giving any return
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whatsoever? So, the point for con-
sideration is how best to control the
invesiments that have been made in
our country.

It may be that for certain reasons
public sector would be necessary.
Certain essential industries we can-
not leave in the hands of ordinary
persons. Some industries industries
which have to deal with our defence,
which arée essential for our country,
which provide public utility services,
must be controlled and we must have
them in the public sector. But then
we may not spread our tantacles so
much to all other things. Yet it
stands to reason that, whether it is
money taken from the taxpayer
which goes to the Consolidated Fund
and is then put back into the market
or whether it is put into the market
direct by the shareholder, the money
has got to be protected If that
money is to be protected, a method
must be found to do that. This re-
port can, therefore, lay the basis for
formulating such law by virtue of
which we can protect the interests of
the share-holders. It is with that,end
in view that this particular report
must be studied by us. It discloses
the various methods by which people
are cumulatively doing such acts—
1 do not want to use any ism, Com-
munism or capitalism—which are im-
moral in the sense that they just
verge upon an offernce against the
public. I would submit most respect-
{fully that to that extent this report
thas served its purpose, namely, it has
opened our eyeg and showed us that
proper legislation ought to be forth-
coming so that in future this may not
Tecur.

But it is not sufficient that there
should be legislation for this purpose.
What Is required further is that there
must be an honest machinery to work
that legislation. We have already
legislated to some extent. Our Com-
pany Law is there. Offences under
the Company Law are described. I
was fortunately also one of -the mem-
bers of the Select Committee when this
Companies Act was enacted. We did
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discuss the pros and cons of the vari-
ous sections of the Act. But what do
we find? It goes on as merrily as
ever. Every day each one of us sees
advertisements that are there under
the Companies Act saying that so-
and-so is overage and that it is now
being resolved to make him @ direc-
tor. This particular provision is
there. Every day we see that
What action is being taken by the
Registrar of Companies? What action
is contemplated under the law? Why
is this new provision under section
282 being flouted and why is this pro-
vision being made a wash-out?
Should we get no benefif whatsoever
from the provisiong that have been
incorporated? I will therefore say
most respectfully, as I have said,
that leave aside the personalities, do
not consider the personalities, Dalmia
or no Dalmia, Jain or no Jain, Shanti
Prasad or Sreeyans Prasad, wuash
tnem out, what we are concerned with
is that this Report has given
an indication of what the ills
are in the public limitedq concerns
which are being handled by rich per-
sons and which, with the knowledge
of law in their hands, are being pros-
tituted and how the public is depriv-
ed of its rightful share which it ought
to earn from any sincere managing
agent that may be there. Therefore
the loopholes that are there in this
law must be plugged and plugged so
successfully that no further opportu-
nity may arise in our country to run
down X ¥ or Z. It is merely just
washing the dirty linen of somebody
which I do not want. I simply want
that the law must be so administered,
manipulated and formulated that in
our country such a thing shall not
happen again.

Shri Mahesh Dutta Misra (Khand-
wa): Mr. Deputy-Speaker, S8ir, I
thank you very much for giving me
an opportunity to say a few words on
the subject under discussion. It is
really a very serious thing being dis-
cussed and debated In a serious
manner. So far as the corrupt prac=-
tices in this country are concerned,
we have had many references in this
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House in the form of questions, call-
* ing-attention notices and various
other opportunities have been exploit-
ed by hon. Members to refer to mal-
practices not only in the field of
business but in other spheres of pub-
lic life. Therefore when I view this
Teport in that larger perspective 1
begin to think whether it would be
very proper on our part to come to
any conclusion about this report only.
‘We find many lacunae in the reports
that have come to us, not only in the
Vivian Bose Report but also the
Daphtary-Shastri Report and we find
to our dismay that we cannot take
any legal action against this particu-
lar business group, much less against
any particular person belonging to
that group. Therefore, at the very
outset, I would like to say, or rather
inform the House, that I do not wish
to bring in any ideological colour
while discussing these things because
I find in this House, people belonging
to different ideological moorings and
throwing light on the mal-practices
or corrupt practices, in the country
from their own angle. I wish to tell
the hon. Members of the House,
through you, Sir, that I have a very
broad national perspective in discuss-
ing these things. I believe that capi-
talism has a role to play in this
country, in our national economy and
they would continue to enjoy the ad-
vantages and privileges given to them
by law in proportion to their contri-
bution to national production and dis-
tribution, But T find, especially
looking to the conclusions of this Re-
port, that capitalism in this country
continues to be unbridled. Ang this
is not the solitary case of that; this
is not the only business group which
remains unrestrained by law.

1 would like to say one thing more.
It is not the fault of capitalism as
such. Capitalism has a profit motive
and the profit motive is that of
money. They are not very particular
ebout any political consideration.
Maybe, formerly we had a business
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morality; we had a sort of commer-
cial ethics in the country and people
abided by that and that has been ret-
erred to in the Daphtary-Shastri Re-
port, that probably they have gone
out of that former commercial ethical
rut and committed certain errors that
are not sanctioned by the commer-
cial commumity.

‘We have also adopted a peculiar
attitude towards this problem. I
think we have adopted a policeman’s
approach towards this question, We
have been hearing of this ever since
we came into power in this country
in an independent India. That is
why I do not wish to go into the
technical questions, whether this Gov-
ernment was there or nott By and
large, Indians have been in power
ever since 1947, These things have
been happening in this country. We
have been hearing about them. As
early as 1947-48, the Congress Party
passed a resolution about setting
standards of public conduct. That
also raised a peculiar controversy in
this country. I was a bit associated
with that. Ever since that, we have
been discussing of corruption in this
country. But we have not come to
any particular conclusion. We have
not come to any specific conclusion as
to how we can check corruption in
this country, whether it is in the
business fleld or in the administrative
machinery or other political walks of
life. We have not come to any con-
clusion that we can take such and
such an action against them. There-
fore, here again, I feel that this dis-
cussion may not lead us anywhere
until and unless we view the thing in
a larger social perwpective.

I would like to make a few sugges-
tions. Before the Government takes
any action about this Report, because
it would need further investigation
and the task might be again delayed,
I would like to suggest to the Gov-
ernment that let there be a compre-
hensive sort of inquiry about the
business groups existing in this coun-
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try that are participating in the planl

of production, consumption and dis-
tribution. I woud like to suggest, let
there be a general, comprehensive,
inquiry into the conduct of all lead-
ing business groups, I understand
from reliable sources that our Com-
pany Law Administration has sug-
gested that the kind of things that
have been mentioned in the Vivian
Bose Report exist in other leading
business houses also and that orders
have been issued to the fleld offi-
cers to investigate into the conduct
of these business groups. I
do not know how far il is ture. It is
‘or the Government to find out. I
think, there is some stuff in what is
suggested by the Company Law Ad-
ministration.

Some of the members of the Oppo-
sition have referred to the adminis-
trative machinery also. I am not going
to hold any brief for anybody. But I
would like to say that if it is found
out that there has been a conspiracy
between the official circle and the
business groups in the country let
this thing not go unchecked. It must
be found out, let people know where
the malady resides, where the actual
evils exit. Therefore, I would like
that there is a sort of comprehensive
inquiry which goes into the details of
these aspects of commercial dealings
'and business activities so that, after
sometime we come to certain conclu-
sions. Here again, I would request
,the Government not to allow things
to drift for 6 yvears or 7 years. Let
there be a comprehensive inquiry and
let there be a time-limit fixed for
that—maybe a year, or, at the most
two years. Let us come to certain
conclusions about these business
houses. If it is a fact that the Gov-
ernment is aware of the malpractices
existing in other businass houses, then
why single out DJ group only? I am
not a friend of the capitalists but I
know capitalism has a role to play
in our mixed economy, in our national
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life and to that extent I would like
them to play their role. I would like
to give them all the fanilities under
the law. But so far as this particular
incident is concerned, especially after
reading the petitions and after reading
the telegram of Mrs Dalmia, I come to
the conclusion that it is no use singl-
ing out particular busiess group, when
we have definite information, and
reasons to believe that these mal-
practices exist in other business houses
also. Therefore, without going into
details of these petitions and reports
of these things, I woulgd like to suggest
that the mal-practices of circular
loans or under-writing or sale and
purchase, all these things, have been
there from 1946. Som: pecple have
tried to take shelter behind it, that in
1946 there was a peculiar psychology
in this country, there was a psycho-
logy that people had reaped benefit
during the War and they have got
into that habit, and so, for some time,
this would go on. In a nascent demo-
cracy, people become indulgent. They
think that these thingz are common
in a nascent democracy and that we
should allow them to go on. Now, 18
years have passed and even now if we
cannot check these things, then it is
not only a danger to the democratie
system but also to the capitalist com-
munity itself because they cannot go
on in this manner for ever, They get
a lease of life because they have a
part to play in the national life, But
they would not enjoy it, they would
not be allowed to have it if the people
become agitated, if the people are
disillusioned, and if the people become
desperate. All these things that we
discuss here in this House are allowed
to be published in the press and they
agitate the public mind, the publie
conscience. Therefore, 1 would like
the Government, as weil as the Oppo-
sition to use restraint in discussing
this report because, naturally, when
we are not a court of lJaw, we are not
sitting upon judgement on this parti-
cular affairs, we have 1o {ake a broa-
der view of the whole thing, There-
fore, we must give up the policeman's
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approach, I would request the Gov-
ernment, as well as this House to give
up the policeman's approach. We are
not sitting upon judgement on the DJ
group only. We have to think of this
malaise if if is'a part of t he integrated
social whole. If it is a part of the inte-
grated social whole, if it has abso-
lutely vitiated the sotiety, then we
have to set the whole machinery in
order. ’

I would again repeat those few
suggestions that the law be amended
and I thiok, the law will be amend-
ed—it hag been amended in certain
respects. Meanwhile let there be no
witch-hunting. Let us tell the people
participating in the national produc-
tion and distribution: thus far and no
turther, Things might have happen-
ed and we might not be in a posi-
tion to take action against the busi-
ness community, against the officers
and other persons involve in these
affairs. But let ug tell the country
and all people concerned: thus far
and no further. If we can tighten up
the administrative’ machinery, the
country shall be satisfiled. The peo-
ple shall be satisfled. If we tell them,
hereafter there will not be any mal-
practices indulged in by anybody,
that the Government machinery is
vigilant and they are taking effective
?-tinn aqainst the people who indulge
in t%~-¢ thiavi, they would be satis-
foed T would go further and even
suggest that let us absolve all those
who- have committed offences in the
past. I won't be sorry for that. Be-
cause, we have to run a democratic
set up. If we allow these things to
continue, then, democracy is in
danger much more than socialism and
other principles to which we adhere.

In the end, I would like to say one
word about something that has been
referred to by Shri U. M. Trivedi. He
saig that the public sector has mnot
brought dividends, is not useful. In
a gradualist democracy where social-
ism is the goal, the only way is to
have a public sector, Wherever it
has committed a mistake, it must be
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rectified. Public sector can play the
role of competing with the private
sector, with the capitalist concerns,
by making profits, by making people
work honestly, efficiently, by run-
ning the whole thing in a business-
like way. It is only the public sector,
the co-operatives or other things
that will put an end to all these mal-
practices. Because we want a demo-
cratic set up, we want democratic
procedure to continue in thig coun-
try, and we do not want to employ
any other meang as this is the only
way available to us. Therefore, we
must emphasise that there must be
more and more scope given to the
public sector, I would like that the
public sector is allowed to compete
with the private sector in a particular
field of production so that people
know that if things are made by the
public sector, they are better, they
are produceg at a cheaper rate, they
can compete with things produced
by the private sector. Then only we
can think of stopping the malprac-
tices, Because, malpractices exist
and they flourish on the consumers’
money, on the people’s money or on
the shareholders’ momey If we can
compete with them, they would not
be able to indulge in these mal-
practices.

I do not want to go into the de-
taile. The only thing that I want to
bring out here is that there should
be a comprehensive general social ’
enquiry about all questions of mal-
practices, corrupt practices and
inefficiency 'in business, in the ad-.
ministrative machinery, in the coun-
try in general, so that we can arrive
at conclusions and we can take some
effective action. Then, we can tell
the people, hereafter, nothing will
happen; you can say that the Gov-
ernment means business, the Govern-
ment wants to put a stop to corTup-
tion and the Government wants to
put a stop to all kinds of malpract-
ices,

At the end, T would like to say &
word to all parliamentarians that
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we have (o look within ourselves. Be-
fore talking of corruption, before
criticising others before talking of
malpractices existing in businesg or
administration or everywhere, every-
body, here, including the Opposition
Members have to look within them-
selves, Then, probably we will find
an answer why and how far corrup-
tion ig existing in this country. Are
we not responsible for it? Have we
not subscribed to it in some way or
the other? Have we not supported
it in some way or the other? Then,
the answer would come from within
ourselves and ultimately we will have
1o decide whether we are going to
put an end to corruption or not. The
answer would come, If 500 Members
get the answer, then I can rest as-
sured that the people will also be
satisfied that the answer has come
and action would be started.

Shrimati Renuka Ray: Mr. Deputy-
Speaker, for some time past, wé have
been aware in this country that a
number of malpractices are indulged
in, particularly in order to defraud
the exchequer of its legitimate dues.
We have also been aware of the
monopolist combines. 1  think,
nevertheless, it would be true to say
that when this report of the Vivian
Bose Commission came out, the coun-
try was startled and shocked—shock-
ed to find the type of things into
which it wag possible to indulge and
the king of malpractices that in de-
tail took. place not only against the
Government exchequer, but against
public companies in which so many
people, so many poor people also had
their shares. Naturally, the matter
has created a great deal of interest
in this country.

When the Minister was speaking,
he said that many of these things
cannot happen today because, these
loopholes have been plugged, be-_
cause of the Compnay Law Adminis-
tration having come Into existerce
and having been able to plug some
of the loopholes It may be true. But,
it is also true to say that this is not
a single instance of a single business
combine or firm that we have seen.
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There are instances which are com-

ing to light in the other sections of

the private sector in this country.

We have agreeq that there should
be a private sector as well as a pub-
lic sector at least during the time of
economic development. In view of
that, I am not here to say that we
do not want any private sector. But,
T am here to say on behalf of the
House and the country that, if there
is a private sector, it must keep at
least within the limits of what is
known as business ethics. Because, in
this country, the private sector be-
lieves in the law of the jungle, They
do not even subscribe to business
ethics in the U.S.A. They are not
businessmen, most of them; they
are not industrialists. They K are
merely speculators who are out to
get rich as quickly as they can. There-
fore I do not want to enter into the
details regarding the amendments
that have been suggested by | the
Vivien Bose Commission in part II
and also the suggestions of the At-
torney-General and Shri Shastri, I
only want to say that, I hope, very
soon, very expeditiously  these
amendments to the Company law
will be brought in. I do not want to
go into the details because I do not
have the time here,

I also want to point out to the hon.
Minister and th¢ Government that
many years ago, when in 1955 or
1956, 10 years ago, the Act was
amended, a great hue ang cry was
raised in the country by the private
sector and they said, all industries
would be finished, they could not
possibly sustain these  amendments.
But, thi: has proved an illusbry fear,
I hope, this time, the Government
will waste no more time than it has
already wasted in bringing in these
amendments.

This leads me on to another point
which has also been ably pointed out
by the Commission and that is in re-
gard to administration. The tibhten-
ing up of the admin’strative machi-
nery is most important and ig most
urgently required. In fact, I daresay
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that the loopholes are largely due tc
the lack of integration of the
administrative machinery. In order
to administer the Companies Act
effectively, it is essential to
take other measures like capital
issue control stock exchanges, and
financial institutions, for example the
LF.C, the I.C.IC., and the L.IC.
ete, are administered in a purposeful
way by one Ministry. Unless this
reform is brought about, how can
we possibly prevent all these things
when =0 many Ministries deal with

the same subjeck, *!.

T may add also that even within
the Commerce and lrdustry Minis-
try, there is no coordination between
the department of Company Law Ad-
ministration and the department ad-
ministering the Industries, Regula-
tion and Control Act. It is essential
that the provisions of these two Acts
which deal with investigation into
the affairgs of companies should be
dealt with by the same department,
so that when action under the provi-
sions of the Companies Act is taken,
the corresponding provision of the
Industries Development Act iz also
taken into consideration. Unless this
is done, here again there is a big
loophole, Therefore my second con-
tention is that the administrative
machinery must be tightened. It must
be made stringent, * No excuse can
be pleaded that one part of the ad-
ministration does not know what is
happening in another administration
in the same Ministry. These two
things the Company Law Adminis-
tration and the Industries Regulation
Act must be administered by the

Shri Himatsingka: They are under
the same Ministry. .

Shrimati Renuka Ray: They must
be under the same department. The
Company law and the Regulation of
Industries  Regulations Act  are
under the Commerce and Indus-
try Ministry, but administered by
two separate departments, I said,
first of all, they must be brought
under the same Ministry and these
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two must be brought under the same
department even wilhin the same
Ministry. Unless this is done, we shall
continue to be faced with all those
difficulties that we have been faced
with so far.

Then, so far as corruption is con-
cerned, we have to take some steps
in this regard. We talk a great deal
of corruption in this country. I
agree that corruption is not, however,
so great as we sometimes imagine,
but it js far too much for efficient
administration. Therefore, while I do
not want any witch-hunting, I would
say in all humility to the hon Minis-
ter that when huge amounts of
money are offered to minor clerks
who can hardly keep up a standard
of living, it is hardly fair and it acts
as a very great temptation. There-
fore, it is very essentia] to see that
when we are dealing = with people
who are willing to bribe up to any
extent, even to crores of rupees, if
it comes to that the handling of the
machinery must be by high-powered
and responsible persnns and persons
also who have a technical knowledge
of the subject. It oficn happens that
lack of technical knowledge of the
subject also makes it easy for the
people who come under his adminis-
tration to take advantage of the ad-
ministrator’s ignorance; it may be
that he does not want to be taken
advantage of, but his lack of techni-’
cal knowledge sometimes stands in
the way. I would, therefore, re-
quest the hon. Minister to take ac-
tion to see that not only is the ad-
ministration tightened up but it is
in the hands of people who cannot
succumb to temptation; it is true that
circumstances are such that I do
not sav ‘hat they can never succumb
to temptation, but the likelihood
should be that they will not succumb
to such big temptations.

1542 hrs.

[DR. SAROJINT MAHIST in the Chair.]
From Chapter VIIT of the report,

as has already been pointed out, we

find that the Vivian Bose Commis-

sion has said that the exchequer has

been defrauded to the extent of
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Rs. 145 lakhs, and the public com-
panies to the extent cf about Rs 260
lakhs, That sounds bad enough by
itsedf, but just think of the poor
people who might have haq shares in
those companies, who have been
defrauded because of the growth of
these so-called privite companies
through which fhe money of the pub-
lic companies has been drawn away.
We would like to gsk what Govern-
ment are going to do about all these
things particularly in respect of the
present offenders so that there will
be a deterrent jp the future to people
who might want to tread or who
might feel like treading the same path,
In the couse of his opening speech,
the hon. Minister had stated that in
regard to judicial action, the evid-
ence will have to be proved in a
court of law. It I8 quite right that it
has to be proved in a court of
law, and these things take time.
Therefore, there are other measures
that could be taken. There are peo-
ple in this country, the so-called
businessmen, who do not mind going
even to jail if they can keep up their
profits; they do not mind paying some
fine if they can keep crores of rupees.
Therefore, the only effective way is
to think of other measures, I am not
saying that you should nationalise
all their companies, irrespective of
whether they are good or bad. T would
ask the hon. Minister to be very
careful not to nationalise in any cir-
cumstances those firms which have
deteriorateq and which are no longer
good, But there is one particular
firm which 1s a wvery good firm,
namely the Dalmia Dadri Cement
Limited. What about this firm? Why
should it not be nalionalised im-
mediately? 1 am not {alking of the
claims of nationalisation now. I am
saying that as a measure of punish-
ment, which will be more effective
than sending the persons to jail,
which wil be more effective than
their being made to pay penalties. If
there is a judicial inquiry, and judicial
action iz to be takem through the
courts of law, then it may take a
long time, and the present incum-
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bents may not even be there. There-
fore, it is most essential that some
action should be taken now which
will really hit them, And the one
way in which we can hit them is
by seeing that good companies, com-
panies that are giving good profits,
are taken away from them, There
might be more thaa one such com-
pany, but the Dalmia Dadri Cement
Limited is one company about which
everybody knows that it is paying
good profits, and I would request the
hon. Minister particularly to see that
it is nationalised. I sm not saying
that all companies in the private sec-
tor must be nationalised at once, No,
we have accepted a mixed economy,
but we have accepted it subject to
some regulation, subject to the con-
dition, that the mixeq sector will be
such a sector as where people will
remain within certain limits, ang if
they can keep within those limits,
certainly, let us have it. But when
there has been so much offence by
this group of companies, then cer-
tainly, if there ig any company be-
longing to that group which s a
good company and which is paying
profits, thep it is time, and in faect,
more than time that Government
take immediate action to nationalise
that company and take away the ill-
gotten gains. ‘

Shri Sonavane: The hon. Member
saig that a good company should be
nationalised. To deteriorate or to
improve? '

Shrimatl' Renuka Ray: I say that
good companies can be nationalised.
There are many nationalised con-
cerns which are doing well It is
wrong to say that they are not doing
well, The steel industry which has
hardly emergeq is criticised. But. it
is wrong to say that nationalised
companies do not do well. Take,
for instance, the nationalised rail-
way concern, the Chittaranjans, The
Chittaranjan-built engines are chea-
per in course of time and also better
than those manufactured by the
Tatas, There are many_ examples of
nationalised industries which are al-

10090
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ready proving that chey are doing
well. I daresay, therefore, that if
the Dalmia Dadri Cement Limiteq is
taken over by the Commerce and
Industry Ministry, it can be run
efficiently and well. And in any
case, it should be taken over as a
measure of punishment or penalty
ang as a deterrent in the future to
al] those who aspire in this country
to defraud the exchequer and the
people with impunity, people who do
not believe in any regulated ana
controlled industrialisation but who
believe in ®peculation, who do not
wish to promote companies oOr
industrial  projects which  will
benefit the ceuntry even indirect-
ly but who only wish to make
money for themselves, in order to
get rich quickly.

Therefore, it is more than time
that we took every possible step on
all counts, through the courts of law,
through Government directions ete,
to take suitable steps so that not only
this group will have to pay the
penalty for all its misdeeds, but ir
the future, nobody will come for-
ward to traverse the path which they
have trodden, ‘and nobody will feel
that in this country which is going
towards a socialistic pattern of sociely
anyone, even if allowed to functior
in the private sector, will have any
right whatsoever to take advantage
of the people of this country with
impunity.

With these words, I hope that the
hon. Minister will take action on
the three points that I have made.
The first js that he sheuld bring for-
ward amendments as suggested by
the Commission and also by the
Sastri and Daphthary Committee.
Secondly he should tighten the range
of administration and bring it under
one control. Thirdly, he should take
effective steps to bring in effective
penalties as deterrents for the future
against those who have transgressed
the law.

Mr. Chairman: Now, Shri Suren-
drenath Dwivedy.
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Shri 8. M. Banerjee: On a point
of order. No Minuster is present here.

The Parllamentary Secretary to the
Minister of Foog and Agriculture (Shri
Shinde): [ have been asked by the
hon. Minister to be present here,

Shri Surendranath Dwivedy: It is
a very serious matter coming up for
the first time, And the Parliamentary
Secretary also does not belong to that
Ministry. This shows haw seriously
Government are taking up this impor-
tant and serious matter. This Com-
mission itself has spent over six years
on this matter, and the public ex-
ohequer has spent about Rs. 27 lakhs
on this. And for the first time, in this
so-called socialist pattern of society
and government, how the private sec-
tor, the unscrupulous businessmen im
the private sector can reduce every
code of conduct to a mockery has been
revealed in this very regort.

This matter should have been takemn
very seriously. Bul it so happeng that
the entire Government—many Minis-
tries are concerned with it, the
Finance Ministry, the Commerce and
Industries Ministry; I would say even
the Prime Minister, if he is true to his
faith in socialism, should have been
present here—ig not represented
here when the discussion is taking
place.

Shri Kanungo: I am sorry I had to
be away for a while,

Shri Surendranath Dwivedy: For
this Report, I pay a tribute to the
Vivian Bose Commission. Whatever
may be their failings, whatever may be
their limitations, whatever may be the
ultimate outcome of this, the fact re-
mains that this Report not only throws
a searchlight into the affairs of private
business, but also reveals the charac-
ter of the present Government which
professes socialism but functiong in
such a manner that under its very pro-
tection all these malpractices and
frauds continue.

1 am not very much concerned with
individuals. Whether an individual is

punished or not, is not the question
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at isshe. The whole question is this.
In thig country, we want to develop
a socialist economy where we have
purposely given a place to the private
sector to play its part But what is
really happening? How have these
things occurred? What are the reasons?
What was this Government doing for
so many years? I am not going into
the details. but it is really a strange
phenomenon in this country that we
see. This applies not only to the Gov-
. ernment. Here you find that the peti-
tion of Shri S. P. Jain has been spon-
sored by a Socialist. Here 1 find a
paper, Blitz, which is of communist
persuasion. Yet what does it say?
Just see the page in the iniddle. It
displays Dalmia’s great sacrifices in the
history of business houses, Dalmia’s
difficulties, how he is suffering, how
he is being slowly killed by mental
torture etc. etc. The same paper in
the cover page goes to the defence
of Shri K. D. Malaviya, Socialist,
who is being charged today with
being involved in some corruplion.
On the front Malaviya, inside
Dalmial

Shri Hem Barua (Gauhati): What a
combination!

Shri Surendranath Dwivedy: This
ig the picture of the combination
that is working in this country.

T was thinking that this Government
would take this matter very seriously.
It is not only a matter of ten compa-
nies.  After all, what are these ten
companies? There are many houses.
As the Minister said in his opening
speech, we have amended the com-
peny law in 1956 and ip 1960. But
after the company law wag amended,
is he in a position to say that such
malpractices do not prevail in this
country? 1s he in a position to assure
this House categorically about it? No.

Shrd A. P. Jain (Tumkur): Very
much.

Shri Surendranath Dwivedy: That
is your difficulty. You feel that we
have plugged all loopholes, everything
is OK.
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From 1946 to 1963 is a long period. .
You have gone into the affairs of com--
panies which started business in 1948..
According to their own statement, they
separated in 1048. According to the
Commission themselves, all the:
money  was transferred to some
other company. All these years.
they are functioning. And what have
you done? What action have you
taken? If you really wanteq to stop
al] that fraud, malpractice and mani-
pulation, if that is your aim, then I
would put this to you.

14C5 4.

I say this: they wanted to conceal”
the whole thing. The first part of the
Daphtary-Sastri report really exposes
the Government more than anybody
else. Therefore, they wanted to avoid
laying it on the Table of the House,
saying that it would not be in the
public interest to do so.

After these long years of investiga-
tion, what has happened? What have
they written? No legal proceedings .
can be taken without further probe.
These eminent lawyers have gone in-
to every single recommendation of the
Vivian Bose Commission and have
come to the conclusion that they have
got only copies, they have based their
conclusions on suppositions gnd there-
fore, they will not stand in a court of
law. So a further probe is necessary.
All these ten years what have you
done?—Ultimately, further probe! You
have not arrested anybody. These
companies are functioning as usual;
they are going merrily un. No action
has been taken. I am told there were
actually 9 companies, but the Com-
mission took another in the course of
their investigation into their jurisdie-
tion. Of these 9, 5 were almost dead
companies; 4 somehow or other mani-
pulated their accounts. It has been.
borne out by the investigation and
report that books were destroyed,
accounts were manipulated, no evi-
dence put forward, papers were con-
cealed. All these are staled here, And
vet what have you done? You have
not taken any action. You have not
started any prosecution. , Nothing has
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‘been done against them, let alone
.other companies.

I ask Government to tell me this.
Originally, as many as 20 companies
were to be subjected to investigation
by the Commission. Why only 10 were
_Biven and the others withdrawn from
the communique? Now vou are
.appointing an inspector to probe into
five companies. I really cannot under-
.stand it. Why were these 5 companies
not given to the Commission them-
selves to investigate, a Commission
which had such an eminent Judge as
its Chairman. They had already gone
into several questions. They ecould
have brought out many other factors.

And who is this person who is
.appointed? Mark this—that is also
-very significant. The Minister stated
in the morning that in 1852, they
.appointeqd this very Chopra and Co. to
inspect these companies. As soon as
it was appointed, funnily enough,
what did the Airways, anticipating
that a certain inspector is going to be
appointed, do? They filed a petition
in the court for compulsory liquida-
-tion of the company. Chopra and Co.
submitted their report in November
1853. You could not take any action.
You only gave it to the police to in-
vestigate. By the time police investi-
gated, many books were concealed
somewhere. The police investigated
for three years, and after Lhe poiice
investigation, nothing was completed.
Then you appointed this Commission
with limited terms of reference, Again
the lawyers say that nothing can be
.done on the basis of the Commission’s
report. I was really surprised. When
this Commission was appointed, what-
ever papers the police had were given
to them. Again, the Minister said the
F.IR. is still there, they will further
investigate. Into what? Do you ex-
pect any paper to be available after
10—15 years? Is it ever possible to
get them? It is all eye-wash. You
eould have started proceedings. Have
you not got powers? You are suggest-
ing unless the company law is amend-
ed, there is no power in your hands,
you are not In a position, to take
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action, Why? There are sufficient
powers in your hands. There gre two
things involved in the way you are
proceeding. One is that really vou
want to give protection to such prac-
tices. Secondly, you do not really
intend to take some stringent action
against these malpractices, because you
will be exposed to the charge that you
are singling out some persons here and
there in order to malign them for poli-
tical reasons. What is your evidence
to rebut this charge? This is a serious
matter. .

In this country we have seen
Mundra deals. There you took imme-
diate action. The Industries (Deve-
lopment and Regulation) Act is there.
There are enough powers with you to
take action. Why is it that on this
particular thing you did not take
action and after ten years you are
merely appointing an inspector? By
that time these five companieg also
wouwld have transferred their money
to somebody else.

16 hrs,

Shri Hem Barua: And we would
not be here then.

Shri Surendranath Dwivedy: So, let
the guilty persons be punished, whe-
ther there is constructive responsibility
or individual responsibility, in all
these matters. The real modus
operandi has not yet been known. Let
us know individually who are res-
ponsible, If  they are responsible,
take action. That is what is needed.
Yet, you are going in a roundabout
way, and I do not think anything will
happen. You may amend the com-
pany law to any extent, but that is
not going to stop these things actually.
If you really want to stop these
malpractices, the only course open
to you is not to appoint an ins-
pector who has no powers, but
appoint some Commission which
will take five or ten big business
houses in this country who generally
indulge in these things, as has been
admitted by the Daphtari report it-
self. Let them have a thorough probe,
not to punish them, but to see how to
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stop these things, so that we know
where we stand, and then we can fix
the place of the private sector, the
role they have to play in the economy
-of this country. That is what is need-
-ed, '

I have a word for the private sector
also. I am not one of those who
say that we should immediately
naionalise everything. That is not
possible, We are wedded to a mixed
economy. We want the private sector
to play its part in the national interest,
not for selfish interest. Such a great
revelation has been made by this
report. What is the Federation of
Indian Chambers of Commerce and
Industry doing? What is its role? It
is a very respected body. Government
gives it g special prestige, special dig-
nity. The Prime Minister goes there,
the Finance Minister goeg there, when
the annual conferenceg are held. This
Federation is also very alert whenever
anything is wrong with the public
sector. They come out with facts and
figures, statements, memoranda etc,
stating that the public sector has fail-
ed, that prices have gone up, advis-
ing that the public sector should be
done away with. They lose no time
pointing their ‘finger at the function-
ing of the public sector. But here,
are they parties ta this I want to
know. The great house of Tatas have
contribufed much to the industriali-
sation of the country, and what is
their reaction? They have said: Wwe
do not want to sit in the
Federation if Shri S. P.
Jain is the President. Is that
enough? Have they put a resolution
condemning this thing anywhere in
the Federation’s meetings? Have they
stated, not with a view to punish
their own comrades, let them not do
that, but have they stated anywhere
that they themselves are taking steps
to see that these malpractices are
stopped for all time to come? I think
they should come forward and help
this Government and country in gee-
ing to it that these malpractices are
stopped for all time to come. If they
do not do their part, then all facililies

Dalmia-Jain Companies

that have been given to the Federa-
tion should be withdrawn. Govern-
ment should place it in its proper
place, becauge all are a party to these
things, I would say. They would be
charged like that if they themselves
come forward voluntarily to stop these
malpractices.

But I feel that no further evidence
is necessary. That is my point. You
should immediately take action. But
the whole difficulty is that whenever
this question of corruption or mal-
practices comes up, it is the' policy,
the mind, the attitude of our great
Prime Minister that comes in the
way. You want cent per cent. evid-
ence, If Serajuddin has violated the
Customs Act, has given lakhs of
rupees, I have to prove it, give cent
per cent. evidence. If Dalmias or
Jaing or Birlas or Tatas have com-
mitted anything, you want cent per
cent. evidence. That ig why we find
corruption today at all levels. It is
not possible for an individual, for
anybody outside, to really adduce
evidence to the Government. It
is for the Government when
there is prima facie evidence fo take
action.

Was there not prima facie evidence
in these cases? There was prima
facie evidence on the case of the
Vivian Bose Commission Report be-
cause you are going to have a further
probe. So, I say that corruption at
all levels is due to your attitude; that
is the fountain head from which all
these flow. Therefore, people feel that
they may commit any amount of
offences, that they can just ignore the
law and yet they can go scot free be-
cause there is this big business, un-
serupulous big business, I do not say
all big business. They know that
they have such influence today in the
Congress Party, in the Government,
that they can indulge in these things
without any fear. That is the point.

Shri Daji was suggesting administra-
tive tribunals. I would even go so
far as to suggest that you can use the
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emergency powers. The enemy is
laughing at you, that your affairs are
in such ridicule. Why not invoke the
Defence of India Rules if you are not
able to invoke other powers? You
can do that. But yours is a policy of
masterly inaction, going on chanting
the mantra of socialism. You simply
g0 on stating that you are not going
to tolerate these monopolies, monopoly
press, monopoly capitalism, and yet
you give all facilities, you give every
protection, to see that they thrive in
this country,

Then, I will draw your attention to
two matters which are to me wvery
important in this connection. Every
year the Compay Law Administration,
in itg Report, has been pointing out in
the first page that the powers given
to it are not enough. They have
stated in their reports that if they are
to go into the malpracticegs in thé
corporate sec¢tor, they must have the
authority "and the power to go into
all aspects of the question. They have
been crying for it, but never has that
been done.

You know that in this House a
definite complaint was made that in
the markets of Calcutta jmported zinc
wag sold by a firm called Kalinga
Tubes Limited to the tune of Rs. 15
lakhs in the black market. The com-
plaint was made, but the Company
Law Administration could not do any-
thing. The zinc did not go to the
factory, it was sold there, a cheque
was issued by the person who took
the zine, money was transfered, all
this was done, but Government never
thought it fit to find out in which train,
in which wagon, in which truck, th'e
zine received at Calcutta port was
taken away, how much amount was
involved, on whose account, whether
the zinc really went to the factory
for the manufacture of tubes. That
has never been done. So, you have
powers, yet political considerations or
other factors prevail so much in your
mind. If you are serioug about it, if
you want to develop our economy, if
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you want more money without de-
pending much on foreign aid for
development, then this field of ad-
ministration should be given full
powers. There should be a high power
commission with authority to go into
all these things thoroughly so that
malpractices are stopped from the
beginning, and we do not have to
appoint commissions for this purpose
later.

Lastly, I touch upon another aspect,
that is the question of our industrial
policy. As I have already stated, w=
Socialists advocate and believe that in
the present state of our economic
development, the private sector has 3
part to play. We accept that pro-
position. What is the function of the
private sector and what is the function
of the public or corporate or co-
operative sector? These have to be
defined clearly. In the initial stages
many things might have happend in
the public sector enterprises but that
does not mean that it has failed or
that it should not be encouraged. We
must see that the public gector indus-
tries in this country develop as
speedily as possible and as efficiently
ag possible. But at the same time
what does this show? This shows that
the private sector which is required to
play a very great part in the develop-
ment of the economy has not only
failed but has made the entire busi-
ness community reduced to a mockery
on account of the malpractices. But
how are they able to operate? If you
analyse the Dalmia-Jain companies,
you will see that they operate because
they are monopoly transactions; banks
are with them; insurance is with them.
It began with insurance. The entire
banking system is in private hands.
The Tatas have bankg at their dis-
posal: the Birlas have banks at their
disposal. They have general insurance
alsp at their disposal. If you want to
control these groups, it is time that
you seriously took measureg to control
these institutions through which they
take the money of the shareholders for
their purposes.
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Take the steel industry. I have
been advocating for severa] years now
that right from iron mines and iron
ores till the end of manufacturing
steel, the entire process should be
nationalised. We may have competi-
tions in other fields. But in time jike
this and in industries of this category
we chould decide which sectors should
be completely under the public sector.
Whatever may be their achievements,
I suggest that even the Tatas should
be nationalised, if you want the steel
industry to grow in this country. You
‘have to reconsider your entire indus-
trial policy in the context of things
‘that are happening in the country,
the unscrupulous manner in which
some of the big business houses have
exploited the liberal attitude of the
Government to subvert our economic
development. If you take over bank-
ing and insurance at thig. moment,
there would be little room for these
things.

About the Company Law Adminis-
tration, there are recommendations
already. They are not pew. The
Shastri Committee, the Bhabha Com-
mittee all these committees have made
ample recommendations. It is a waste,
It ig dishonest on the part of the
Government to some extent to say
‘that this report was mean mainly to
unearth guilts and punish the guilty.
It is pot so. Ultimately that has not
happened. If legislations are mneces-
sary, you must do them. The sooner
you do it the better. After this
exposure you will get unanimous sup-
"port from the House and from the
scountry. You must take gteps to bring
in legislation and modify your pre-
sent laws, if you are pot able to take
them over. Executive and legislation
:action should be taken to plug the
‘loopholes so that such things may not
"happen in the future. You are not
taking any steps to punish these
‘people to act ag deterrent; you are
stil] hesitant to take action probably
because you think that when such
things are found out in the other big
‘business houses in the private sector,
they are so powerful that they may
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There are two ways how corruption
could be stopped. At the highest
level, measures should be immediately
taken, whoever he may be however
highplaced he may be in businesg or
in Government or in public life, to
find out things and punish guilty per-
sons. | maintain that even the present
laws give you enough powers to act
and see that these things are stopped
but you have to decide in your mind
first. My complaint is that you are
not only vaccillating. It will not pro-
bably be wrong to accuse the Govern-
ment that they are a party to the
machinations of these big monopolies,
big business houses that are in the
country.

-
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DOCUMENTS RE: CERTAIN COM-
PANIES AND OPINION OF ADDIL-
TIONAL SOLICITOR-GENERAL

LAID ON THE TABLE .

The Depuiy Minister in the Minis-
try of Finance (Shri B, R. Bhagat):
Sir, with your permission, I lay the
following documents on the Table of
the House:

(1) the charges sent to New
Asiatic Insurance Company
Limited and Ruby General

. Insurance Company, Limited;

(2) the reports of the Govern-
ment directors of the New
Asiatic Insurance Company
Limited; and

(3) the opinion of the then Addi-
tional Solicitor-General, Shri
H. N. Sanyal.

[Placed in Library, See No. Lt-
1311/63].

8hri{ Daji (Indore): In this con-
nection, I want to make a request to
the Minister concerned through you.
It is very good that the documents
which were not available so far have

"now been placed on the Table. Since

the Prime Minister is also here, I
would }ike to gubmit one thing. It is
not fair to lay on the Table only the
report of the Solicitor-General which
gives a clean bill to the parties con-
cerned, The auditor’s report, on the



