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Several Hon. Members: Yes.

The amendment was, by leave,
withdrawn.

‘sMr. Deputy-Speaker: The Qquestion

“That clause 3 stund part of the Bill.”
The motion was adopted. ¢

Clause 3 was added to the Bill
Clause 1 was added to the Bill.

The Title and the Enacting Formula
were added to the Biil

Shri V. G. Desbpande: My amend-
mnent was not taken cognisance of, at
all.

Mr. Deputy-Speaker: A
amendment was talked out.

&hrd J. K. Bhonslc. I beg (0 move:
4That the Bili be passed.”

Dr. 8. P. Mookerjee: What about the
point that I have raised about the pro-
perty of these people?

8hri A. P. Jain: Sir, we have taken
note of all the points.

Mr. Deopnty-Speaker: Hon. Mem-
bers would have seen that the Gov-
eroment on this side is not at all
hesitant to take ary of the steps. Their
difficulty again and again has been
that the other party is not Qquite so
easy to deal with. Therefore, they
are taking note of every one of these
matters and trying to do their best.

Shri A. C. Guha: I think the hon.
Minister is aware that in the three
partitioned districts, Dinajpur, ‘Malda
and Jalpaiguri there are a large num-
ber of people whose property might
have been on the other side. They
were so loog constantly going and
coming back off and on. They have
cultivated tho.s2 land: and aow it is
harvest time. I have deflnite infor-
mation that people of Dinajpur and
Malda are not ailowed to go to the
other side to harvest the crop. 1If
they cannot go now then the entire
harvest will be lost.—lost not only for
them individually but for the country
llilso as so much foodgrains would be
ost.

Dr. 8. P. Mookerjee: It will betaken
by Pakistan.

slmilar

Shri A. C. Guha: 1 hope the hon.
Minister will take cognisance of this
and do something in the matter.
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(!
. Mr. Deputy-Speaker. The Qquestion
is:

‘““That the Bill be passed.”
The motion was adopted.

. IRON AND STEEL COMPANIES

AMALGAMATION BILIL.—Contd.

The Minister of Commerce and In-
dustry (Shri T. T. Krisbuamachart):

TIRY YY)

Shri V. P. Nayar (Chirayinkil):
Sir, I rise on a point of order.

Mr. Deputy-Speaker: The Bill is not
before the House. The procedure is
the hon. Minister moves and then I
place it before the House. Then the
ho;x. Member may. raise a point of
order.

Shrt T. T. Erishoamachari: I beg
to move:

“That the Bill to make special
provision in the interests of the
general public and the Union,
for the amalgamation of certain
companies closely connected with
each other in the manufacture
and production of iron and steel
and for matters connected there-
with or incidental thereto, be
taken into consideration.”

Sir, so far as the practice in this
House and its predecessors is con-
cerned, this is a novel measure.
Government are now legislating to
amalgamate two iron and steel com-
panies. I would like to give some
details of the circumstances under
which this decision was taken by
the Government. But, before I pro-
ceed with a narration of the events
that have led up to this Biil, I have
also to tell tme House ‘hat the
Government promuigated an Ordi-
nance on the 28th October, by whicn
the Indian Iron and Steel Company
and the Steel Corporation of Bengal
were amalgamated into one company.
And it is ags a consequence of this
Ordinance that this Bill has been
brought before the House. The two
companies. namely the Indian Iron
and Steel Cunipany and the Steel
Corporation of Bengal are under the
énanagement of one company called
the Martin Burn & Company. The
Indian Iron and Steel Company was
the original concern and the Steel
Corporation of Bengal was a subse-
quent creation and was dependent .on
the Indian Iron and Steel Company
for the supply of hot metal and also
ancillary services such ag power,
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water and gas. In fixing the fair re-
tention price of steel produced by
the Steel Corporation of Bengal in
1949,~—the report was in 1949 though
the enquiry started in 1948—the
Tariff Board made a reference to the
agreement made Dbetween the two
companies and pointed out that be-
cause of the unbalanced nature of
equipment of the Steel Corporation
of Bengal, the retention price that
had to be given to it was higher
than that fixed for the Tata Iron &
Steel Co., Ltd. In the summary of
the recommendations made by the
Tariff Board in their report in 1949.
they say “the works costs of the
Steel Corporation are invariably
higher than those of the Tata Com-
pany and the principal reasons for
this difference are higher cost of
matarial, higher expenditure on re-
fractories and higher general works
expenses.” Their recommendation
was “in the larger interests of the
steel industry, we feel that the
amalgamation of the Indian Iron and
Steel Corporation and the Steel
Corporation of Bengal would now be
desirable. Such an amalgamation
wwould secure uniform and coherent
management thus avoiding duplica-
tion and waste which would ultimate-
ly tend to reduce costs of production
of steel, which are hlgh as com-
pared with those of the Tata Iron
and Steel Company. We therefore
recommend that the Steel Corvoration
of Bengal and the Indian Iron and
Steel Company should examine at an
early date the possibility of integrat-
ing the two plants through amalga-
mation.”

In 1951, the qué¢stion of revision of
the fair retention prices of the pro-
ducts of this company came up be-
fore the Tariff Board. And the Tariff
Board have devoted a whole para-
graph, paragraph 43A of their report,
% deal with the necessity of inte-
gration of the two plants. The re-
port says:

“that the Board had already
recognised this Mdifficulty and
that its 1948 report recommend-
ed that the possibility of integra-
ting the two plants through
amalgamation should be examin-
ed at an early.date. ‘In 1950, the

s management took cer-
tain steps to integrate the two
works operationally. It is im-
ortant, however, that integra-

on, to the extent at least that
Hirapur be operated primarily in
the best interests of the Steel
Corporation of Bengal. should be
actually achieved. Without such
integration, proper performance

.and 1952 are
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may be difficult of attainment at
the Steel Corporation of Bengal.”

That .is the Tariff Board statement:
There was a further revision of the
retention prices this year of the Steel
Corporation of Bengal’'s products be-
cause of certain increases in railway
freights and in the production charges
etc. The Tariff Commission in para
11 of its report again harps on the
question of merger of these two com-
panies. In doing so, they also deal
with the rglative financial position of
the two companies and say that the
position of the Steel Corporation of
Bengal would materially improve if
the revision®of the Steel Corporation
of Bengal's retention prices for 1951
accepted by Govern-
ment. They add:

“‘what is more Iimportant and
in fact constitutes the principal
gain from the national standpoint
is that the merger will greatly
facilitate the implementation of
the expansion schemes of both the
Indian Iron and Steel Company
and the Steel Corporation of Ben-
gal. The filnancial commitments
involved in these schemes are so
large that neither company may
find it easy to undertake them
by itself. The amalgamated con-
cern on the other hand with the
combined resources of the two
plants will be in a stronger posi-
tion to raise the additional re-
sources required for the expan-
sion. Thus the merger besides
improving the economic condition
of both the plants will help the
expansion of iron and steel capa-
city in the country and it is there-
fore in the national interest that
the merger should take place. We
recommend that the companies
should make determined efforts
to bring about the amalgamation
of the two plants as early as pos-
sible.”

It was about this time when the
. Tarif# Commission was considering
the question of the revision of the

fair retention price of steel produced
by the Steel Corporation of Bengal
that the Government Were dlscussing
with thgse two companies their ex-

pansion programme. the expansion
schemes have been subjected to
considerable scrutiny. In order to

provide them with the foreign ex-
change that ls necessary for these
schemes. the Government had spon-
sored the application of the companies
for a loan from the International
Bank for Reconstruction and Develop-
ment. The schemes were also dis-
cussed with the delegation of the
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{Shri T. T. Krishnamachar{]

International Bank who came to
India, and flnally we have more or
less settled on a .scheme which would
provide an addition of about 320,000
tons of steel and 380,000 tons of pig
iron or alternatively 40,000 tons of
steel and 280,000 tons of pig iron per
annum. The loan from the Inter-
‘national Bank,” repayment of which
Government w:ll guarantee, is now
under negotiation. The Government
had already undertaken to lend to
this concern five crores of rupees and
i’ order to compléte the scheme
further assistance from Government
to this concern may be necessary. The
actual amount of assistance that will
be required will have to be deter-
mined only when the final picture of
the assistance that will be available
from the World Bank is known. All
this improvement and increase 1in
the earning capacity will only be pos-
sible if the two firms were amalga-
mated into one. Besides the amount
of money that the Government would
be lending to this company and the
amount that would be obtained by
way of loan from the World Bank
also necessitate that the objective of
additional steel output must be at-
tained for one thing and the concern
must be an economic one for another.
It is for these reasons that the Govern-
ment . pressed the two comparties to
amalgamate as soon as possible.
Ordinarily, an amalgamation of this
nature should take place under the
provisions laid down in Sections 153,
153-A and 153-B of the Indian Com-
panies Act, but the procedure that will
have to be followed under these con-
ditions and the delays that are inevi-
table are likely to delay the amalga-
mation for a long period. In view of
the importance of the steel,industry
as a whole and also in view of the fact
that we cannot delay the develop-
ment of this industry by expanding
the output of steel and pig iron by
these concerns in particular, Govern-
ment felt that they should legislateto
bring the two companies together by
amalgamation. I am happy % say
that the management of these com-
panieg entirely agree with

ment in this regard and 1 understand
that they had al» put this proposal
before their respective company’s
shareholders.

men Tuaxor Das BuarGava in the
Chair)

Tw® matters had to be determined
in thls connection. One was thepro-
cedure by which amalgamation could
be" achieved. and the second was to
fix the proportion of the shares of
these two coinpanies to enable them

(Y
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to integrate. On the flrst question,
the Tariff Commission’s report is there.
It has dealt with it. On the second,
I have no doubt hon. Members would
have perused the report of the Tariff
Comm:ission fixing the fair ratio of
the ordinary shares of the Indian
Iron and Steel Company and the
Steel Corporation of Bengal. Copies
of this report have been, I believe,
madc available to every hon. Mem-
ber. It was necessary that this flxa-
tion must be done by an indepen-
dent body and in view of the fact
that the Tarif Commission and its
predecessor the Tarif ‘Board bad
examined from time to time the re-
lative flnancial position of the two
companies, Government naturally
felt that the Tariff Commission was
the most competent body to fix the
ratio. In para 9 of their report.they
have said:

“On a careful consideration of
what is set out in paragraphs §
to 8 above and having regard to
all other relevant factors, we have
come to the conclusion that a ratio
of 45 wowuld be a fair ratio
between the ordinary shares of
the Indian Iron and Steel Co.
and the Steel Corporation of Ben-
gta} and we therefore recommend.
it.”

The talks of amalgamation of these
two converns have been in the air for
some time. It is a known fact that
agongst the speculative scrips in the
share markets, the Indian Iron and
Steel Company's shares occupy a
very high place. It was therefore felt
that the time-lag between the
decision to take legislative steps to
achieve the amalgamation and the
actual implementation of the decision
may have serious consequences in res-
pect of the future well being of these
two companies. So, Government action
ir. this regard. namely, the flxationof
the fair ratio and the amalgamation’
that subsequently - followed it had to
be decided without much delry. Ttat
is the exo%lanation for the Ccdinance
of 29th tober, 1452.

The provisions of the Ordinance as
incorporated in this Bill. to a layman,
look formidable, but essentlally they
follow the pattefn of legal docuinents
of this nature. ' The main clause is
clause 7(1) which fixes the terms of
transfer in respect of the shares of
the dissolved company which is the
Steel Corporation of Bengal. Clause®
7¢1) (a) deals with preference shares
of the Stéel Corporation and every
perference. shareholder gets as many
preference shares in the Indian Iron
and Steel Company as are equivalent
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in number and value to the preference
shares held in the dissolved company.
Clause 7(1) (b) entitles every holder
of flve shares in the dissnlved com-
pany to four ordinary shares in the
Indian Iron and Steel Company. As
there seems to be some doubt in the
minds of hon. Members, in view of
the amendments that have beea
tabled by them, I would like to add
that these preference shares are tax-
free shares. All the other clauses
provide the necessary legal padding,
and that is very common in such
documents. I therefore trust thatthe
House will not require me to deal with
the provisions of this measure in
greater detail.

" In this connection, I may be per-
mitted to express the hope that this
occasion will signify the taking of a
big step forward in the fulfilnjent of
the interests and the deliberate inten-
tion of the House and the Govern-
ment in increasing by governmental
intervention the output of iron and
steel in this country. It has always
been said that Government interven-
tion in business has been oftentimes
uncalled for and exercised without
deliberation and thought. The pre-
sent step is, in my humbdle opinion,
in direct contradiction to all such
ideas and constitutes a type of inter-
vention which I have no doubt the
country and the House would wel-
come. It is an intervention intend-
ed for the benefit of ire niticn as a
whole. That is all that I “~ve to say
at this stage. If any further ques-
tions are asked. or doubts are raised,
I shall try to rueet them to the best
of my ability towards the end of this

debate.

Mr. Chairman: Motion moved:

“That the Bill to make special
provision, in the interests of the
general public and the Union, for
the amalgamation of certain com- -
vanies closely connected with
each other in the manufacture
and production of iron and steel,
ands for matters connected there-
with or incidental thereto, be
taken Into consideration.”

Shr] P. C. Bose (Manbhum Northj:
MayI know how many factories and
mines will come under one company
as a result of this amalgamation?
These two companies have a large
number of factorics and mines.

Shrl T. T. Krishnamacharl: Ail of
them. ;

Shr V. P. Nayar: Sir, I wish to
raise a point of order. The ermphasis
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of the hon. Mover has been on the
word “amalgamation”. You find that
in the Statement of Objects and Rea-
sotis it is stated that the present Bill
is intended to replace the Ordinance
of October 28, 1952. It is seen from
the title of the Bill that it is a Bill for
the “amalgamation of two companies”.
You also fitrad in the third para of the
preamrble that it is stated: *“whereas
the amalgamation of the sald companies
is also in vpursuance of the successive
recommendations made’ the Tarift
Board and the Tariff ommissloa’”
etc., etc. Whatever may be the reasoua
for amalgamation, I submit that In
my humble opinion this is not warrant-
ed by any provisions of the Constitu-
tion. I presuwine that the hon. Mover
has relied on item 43 of Idst I of
Schedule VII If that be so, then I
wish to read out to You the relevant
item. Item 43 reads: “Incorporaticn,
regulation and winding up of trading
corporations including banking, insur-
ance and financial corporations. but nnt
including co-operative societies.” My
submission is that amalgamation is not
incorporation. “Amalgamation’” presup-
poses the existence of two commercial
bodies and incorporation presupposes
the non-existence of any such body.
I submit that this has to be very clear-
ly seen at this stage. because if the
word ‘“amalgamation’ is not within the
meaning of the word “incorporstion”,
then this House does not have the com-
petence to pass this legislation. I sub-
mit that it is the practice according to
well known canons of construction of
statutes that every statute other than
a penal statute has to be construed
with a greater regard, with a more at-
tentive regard, to the language of the
statute and not with a rational regard
to the aims and objects of the Ilegis-
lature. I submdt therefore that thls
Bill which is concerned with the
“amalgamation” of companies is be-
yond the legislative competence of
thiz House and I want a ruling from

you.

Shri T. T. Krishnamachari: Sir, this
position was examined by us. We have
not embarked on this Ordinance with-
out having these prel‘minaries ex-
amined. I would, Sir, like to read the
opinion ¢of the Attormrey-General in this
matter. The question was posed to
him whether the proposed legislation,
either in respect of particular compa-
nies, or generally, would come within
the description of “regulation and
winding up of trading corporations".
Of course, there is some legal opinion
in- suplport of this proposition in the
case of Ch’ranjltlal Chowdhur} vs, the
Union of India. I would. Sir, like to
reiad the opmion of the Attomey-Gene-
ral, - 3.
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8hri V. P. Nayar: Is that the case
of 1951°? .

Skri T. T. Krishnamachari: 1950,

1 am reading the opinion of the At-
tarney-General. It is ©ot my opinion,
but I would like to adopt it for the
time being.

“Amalgamation of two or more
companies is a familiar concept in
compay law. It is reso to
frequently and is a method of faci-
1 arrangements and compro-
mises in regard to companies for
reconstructing them. Legislation
which affects such amalgamation
could, therefore, be regarded as
legislation in respect to the regu-
lation of trading corporations and
will fall within the ambit of Entry
48 in List 1.

Further. by recent legislation,
Parliament. acting under Entry 52
has declared the iron and steel in-
dustry smongst others as am in-
dustry, the control of which by
the Union is expedient in the pub-
lic interest. All legislation, there-
fore. in relation to this industry.
including legislation which pro-
vides for the amalgamation of two
corporations working this industry
could well be contended to be
covered by Entry 52 in the List.
Once Parliament has declared 2
particular industry to be of the
character prescribed in Entry 52,
Parliament would be commmpetent to
undertake all legislation whatso-
ever with respect t9 that industry
The purpose of the Entry is, on
the face of it, to enable Parliament
to fashion the control of the -
dustry in the Union. Legislation
providing for the amalgamation of
Corporations engaged in carrying
on of this industry would be the
exercise of control over this indus-
try by the Univn which Item 52
contemplates.”

’ I could read further. But that I
think would constitute an answer fo
the point raised by the hon. Member.

Shrf{ V. P, Nayar: There is also an-
other asg t of the question which
would like the hon. Minister to ex-
plain. How does he get over the
provisions in article 19 declaring cer-
tain fundamental rights? Suppose, for
a moment I am an investor In “Scod”.
I invest my money in the hope of tak-
ing the fortunes and also prepared to
suffer the losses. You cannot ‘mpose
on the shareholder a condition that he
should be a shareholder of the new
company. I would like to know from
the hon. Minister whether article 19
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would not apply in this case. If un-
der srticle 19, this is not possible thew,
we cannot pass this measure.

Shri T. T. Krishnamachark: Sir, I
can assure fry hon. friend that even
the remote application of article 19(1)
(f) was examined and the opinion of
the Attorney-General is that article
19(1) (f) will not present any difficulty.

Shri V. P. Nayar: What about (g)?
That also will apply. 1 am sorry
have to differ from the Attorney-Gene-
ral in this matter.

Shri T. T. Krishnamacharl: The
hon. Member has a right to differ from
the Attorney-General. He does not
contemnplate it will apply.

Shrd V. P. Nayar: This measure
will infringe the provision of article
tl;..)(l) (g) also. How can we get over

is?

Mpz. Chairman: So far as this ques-
tion is concerned, it is clear that hon.
Member and the House have already
come across certain cases in this re-
gard. It is for the House to decide whe-
ther this measure would infringe the
provisions of the Constitution. It is
not for the Chair to decide. The
House will no doubt take this cri-
ticism into consideration. When the
hon. Member is called upon to speak
he can urge his points upon the House.

Shri V. P. Nayar: 1 raise it as a
point of order for you to decide.

Mr. Chairman: There is no gbint
of order to be-decided. So far as the
practice in this House is concerned,
it is usually. left to the House to de-
cide. The Chair does not decide this
question. When the hon. Member is
caliletd upon to speak, he can urge his
point.

Shri V. P. Nayar: My contention is
this. If it is beyond the legislative
competence of this House under the
provisions of the Constitution. what
is the purpose of considering this B{ll?

Mr. Chairman: This arguMment can
be advanced by the hon. Member when
he gets an opportunity to speak. The
House can decide whether it is with-
in its competence to pass this mea-
sure.

ft ®o W wWfen (8r)
ANty Ry, I & g/ N s
AT g @ F W F qA D A
a¥ gy wofr &1 R fafee
1w } sTHrar & f © QAT seafg)
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gw¥d (Ordinary shareholders)
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i TREy TG A WA A

w178 g8 fah Wy f) ok w4

Shrimatli Renq Chakravatity (Ba-
sirhat): May we ask cectain clarifl-
cations of the hon. Minister?

Mr, Casirman: Yes, certainly.
Btrimal Retiu Chakmvartty: Could

the hon, Minister tell us what are
the terins of interest for the Indian as
well as tbe foreign loans which have
been decided upan?

Secondly, what are the conditions
for the repayment of these loans?

The third Is: is there amy commit-
ment that the repayment of the loan
depends on the company being allow-
ed to increase the retention price of
steel?

Fourthly, could we have an idea
as to whether there is any condition
imposed, in the negotiation; which
are going on with the World  Bank,
regarding restricting the purchases
which gre going to be made from the

And lastly, could we have any sort
of inkling as to the contract between
the International Bank. [ndia and
the company?

S8hri K. K. Basu (Diamond Har-
bour); I want to ask for some in-
formation.

Mr. Chairman: About four or five
questions have been put by one hon.
Member. And now Mr. Basu wants
to ask some more questions. It would
be better if all the Qquestions are
passed on to the hon. Minister so
that & fully reply may be given by
him.

Shri T. T. Krishnamachari: I do
not know whether she wants to make
a speech. If she wants the informa-
tion I can answer those questions just
nOWt

The terms of the agreement of the
loan are not yet finalised. So I can-
not tell with any precision the ques-
tion of interest- Normally the World
Bank loans carry about four and
a qQuarter or four,and a half per cent.

Skrimsatf Reau Chekravartty: In-
come-tax free?

Shrl T. T. Krisbnamachari: You
mean the interest? Well, the interest ls
4 matter between theG
the World Bank. It bhas nothing to
do with the company. Normally, as
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I said, it Is four and a Quarter or in
some cases four and a half pey ceot.
I do not know what 1t will work out

to. l'

The other paint was—] will covne
io the last point, namealy whether
there are any conditions Tegarding
the purchase of eguipment. There
are no conditions at all. They pro-
vide the exchange that is wanted. If
you want French exchange or anything
iike that, they will provide it. So there
are no conditions at all with regard
to eguipment. !

The third point, I think, was whe-
ther there is any restriction cegrrd-
ing the raising of prices of stee), It
is a matter for Government, and the
World Bank cannot say that the
prices should be raised.

There were two other Questions.

Shrimati Renmu Chakravartty: Are
there any guarantees to the company
!(:;femg ilallowed to inciease the price

steel?

Shri T. T. Krishnamaehari: It iz a
matter of arrangement between Gow-
ernment and the company, and the
Government do not. propose to pro-
mise any increase in the retail prices,
unless it be that the costs mount up.
1f, when they start producing thiy
additional interest is something whaick
has got to be taken into account,
perhaps the Taritf Commission will
examine it at that time, The reten-
tion price is merely a matter of costis,
and Government are giving no gua-
rantees with regard to that. But at
ine same time, actually, it wiil have
to be examined. Very _possibly the
capital commitment and the interest
they have to bear might, unless the
production goes on pari passu, be-
come a burden. It is a possibility.
But it might not be if production
takes place according to expectations.

Is there any other questiou?

Shrimati Bena Chakravarity:
There was one. You could not give
us the terms of interest for the
foceign loan. But you could give us
ihe terms of intereat for the Indian
oan.

Shri T, T. Krishaamachari:
loan, we have given Ra. five crores.
That 18 an Governmaat loan
which would carry four and a balf
per cent. interest.

Shri A, C. Gaha: That Rs, five crores
bas already been glven?
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Sbri T. T. Krishnamachari: The
entire dmount is not taken up. It
will carry normally four and a haslf
per cent. interest. payable as and
when Government wants it. Very
possibly Government will give them
some time according to the exigencies.
So far as furtlher loans are concerned,
--swe bave granted them Rs. one and
» half or Rs. two crores—as
tize other thing that we propose to
advance them, tbe amount will be de-
termined by the shortfall between the
needs they have and the resources
available and the amount the Inter-
national Bank would give. It may
be Rs. nine to ten crores.

Sbhri K. K Basu; I want to know
what happens to the managing agency
agreement with Martin & Burns.
What happens to them after the
merger? Will they continue to be
the managing agents under a new
term or will the terms of the Indian
Iron and Steel Company or of the
Steel Corpus ation be accepted?

Shri T. T. Krishnamacbhari: The
answer is quite simple. What is bap-
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pening is that the {s deing
transferred on to the Iron and
Steel Company. Whoever was mapsg-
ing the Indian Iron and Steel Com-
paay will mansge It. The terms and
conditions of the Indien Iron and
Steel Company would continue in
respect of the amalgamated company.

5 .M.

Shri K K Basa: I want to know
whether it should be deemed that

the new Mana Agency

entered Into will be under the old
terms as was between the Indian Iron
& Steel Co. and or with the Steel Cor-
poration of Bengal?

Shri T. T. Kriahnamachari: What I
said precisely was that the positlon

of the Mmulng Agents vis-g-vis
the Indian Iron & Steel Co. remsins
unaltered.

The House then adjourned till o
Quarter to Eleven of the Clock on
Monday, the 8th December, 1932.





