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CONCENTRATION OF ECONOMIC POWER AND_Q;STRICTIVE TRADE

PRACTICESs ROLE OF MRTP ACT

Introduction

‘Historical Background

‘ Monopolies and Restrictive Trade Practices are not new. The word
‘mohopoly was Pirst used in the year 347 B.C., in Aristotle's Politicse in
a discussion of people who cornered the market by buying up all the oil
presses and all iron, sellipg them later for a high profit at a time of

"urgent demand. Code. of Hamurabi (2100 8.C.), the esiliest known code of
business practices contained references to monopolistic practices. Feu
centuries B.C., in India regulations had been enacted prohibiting making
of cartels to jack up the prices of commodities, and prescribing penal-
ties for brcaches of such regulations.

In more recent times, the English Parliament in year 1623, passed
the statute of Monopoliss forbidding the grants of exclusive rights of
' trade by the crown. In America, the Massachussets colonial legislature
decreed in ysar 1641 that 'there shall be no monopolies granted or
allowed amomgst Gs !Bbut of such new inventions as are profitable to the
country, and that of a short time." In 1890, USA Congress passed the
- 8herman Anti~trust Act, prohibiting all contracts, combinations and
conspiracies in restraint of trade as well as all monopolies and
attempts to monopolise. The Sherman Anti-trust Act has heen a model
for 'Anti-trust' legislation passed by a number of other countries.
To Supplement Sherman Anti-trust Act, the USA Congress passed in the
year 1914, the Clayton Act, prohibiting price discrimination, tying
contracts whose effect may be "to substantially lessen competition."
In 1914 again the US Congress passed the federal Trade Commission Act
to investigate and prevent practices of 'unfair methods of competition.'
In UK, the Monopolies (Inquiry and Control) Act was passed in the year
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4948, creating the Monopolies and Restrictive Practices Commission to
Anvestigate matters referred to it by the Board of Trade. This commi-
ssion was to declare such practicses unlauful as wereg found to be
against the public interest. The UK Act was & parent to the Indian
Monopolies and Restrictive Trade Practices Act passed in 1969.

Some Issuas

Thus we see that the subject of [bnopolies and Restrictive Trade
Bractices has been tackled by the Governments since time immsmorial.
Whatever business and its concomitant powsr crackled, the govsrnment had
to think of ways by which the detrimental aspects of business powsr could
be mitigated. However, variocus communjties have found it difficult to
exactly. define tha concept of monopoly. Some say that a monopoly is
said to exist when 2 manufactursr/trader has the entire business of a
commgdity in his hands. This however, raises the guestion of what is a
commadity. In most cases, leaving aside the basic commodities for human
existenca, one can find a substitute whether perfect or less than perfect.

: The issue of the extent of control of monopoly by public authori-
ties has also been constently debated in developing as wsll 'as devalaped
countrise. It is usually granted that in a number of areas of industrial -
~activity, natural selection and opan market competition leads to oligo-
.polistic/monopolistic compstition., However, it is Feered that the
restraints cn such corporations or houses might dampsn the industrial
growth.

Most writers tend to agree that monopoly (productwise) has the
effect of reducing consumer choice and increasing ths price of the
product . ‘

_ The major issuss which doss arise are (a) whether -to disallow
fonopolies (productwise) or large concentrations of aconomic power in
:Few hands per se, (b) or to curb monopoly's harmful effects whenaver
‘they are detrimental to public interest. '

lpevaloggents lead;gg to_snactment of MRTP Act in India

_ The Govermment of India after independence has been concerned
with . the question of concentration of sconomic powsr almost from
the very bsginning. The Constitution of India, enacted in 1950 in its -
Birective Principles of State Poliey stated that the State shall, in



particular, direct its polity towerde sscuring that the operation of the
- aconomic system does not result in concentration of wealth and msans of
production to the common detriment.

The Industrial Policy Resolution {April 1956) drawing its cues
from the directive principles emphasized the nged:for prevention of
private monopolies and concentration cf economic power. This resclution
also stated that ths widest diffusion of ownership and management of
private industry should bs encouraged.

The Industrial Development and Regulations Act required the
'scheduled industries' to obtain licenses for substantial expansion and
establiehment of negw industrial undertakings. Thus most businessmen
had to obtain license from the Government *f the investment envisaged
for substantial expansion and sstablishmant of new undertakings was
abovs a particular mometary limit. '

India also chose the path of planned economic devslopmant through
the device of five year plans. The plan documente estimated the capa-
‘citige required for various industries and the licenses granted to
‘entfeprensurs were guided by such targets and plans. Very soon in
various quarters, the guestions were raised as to who had bensfited
from such developmental efforts and whether the licensing system hed
fostered industrial deveglopment.

In August 1959, the Prims Minister Pandit Jawaharlal Nehru while
moving the resoluticn in Parliament for the consideration of e draft
outline of the third five ysar plan referred to thes guestion of who had
benefited from the additionsl incomes gensrated in the country as a
result of develupmental efforts. He mentionsd that it wae desirable to
have tha mattsr examined by an Expert Committes.

To pursue the abova suggestion, the Planning Commission in
Octoher 1960 appointed the Committee on Distribution of Income and
tevals of Living. The terms of this Committee, commonly known as
Mahalanchis Committee included, "to ascertain the extent to which the
operation of economic system has resulted in the concentraticn of
wealth and means of production." This Committes in its repaort submi-~
tted in February 1964 obserwved among its other conclusions, "that the
working of the planned economy has contributed to the growth of big
companies in Indian Industry." Tha Committes also obsarved that
dasplte all the countsrvailing measures taken, the concentration of
econamic powsr in the privats sector was mare than what can be
Justified a considared necessary an functional grounds. The Committese
also pointed out the limitations of data availability and suggested
that more comprehensive and dstailed information regarding verious



\ .
aspects and ramifications of economic power and controls for the

private sector should be sollscted.

In pursuance of the above suggestions, Governmant in 1964
appointed the Moncpolies Inquiry Commission (MIC) to enquire into the
axtent and effect of concentration of sconomic power in private hands
and the prevalence of moncpolistic and restrictive practices in
important sectors of economic activity. MIC was also asked to identify
the factors responsible for such concentraticn and Monopolistic and
Restrictive Practicas. MIE was asked to suggest such legislative and
other measures that might be considered necessary to protect essential
public interasts.

One of the major conclusions of MIC was that “the planned economy
which the Government decided to adopt for the country as the quickest
way to achieve industrialisation on the right lines has proved to be a
potent factor for further concentration." MIC suggested that a Monopo-
lies and Restrictive Trade Practices Act should be enacted to control
monopelistic and restrictive trade practices.

The reports of the Mahalanchis Committee and MIC generated very
serious discussion regarding the role played by industrial policy in
concentration of economic powsr. The Planning Commission in July 1966
requested Dr R K Hazari to conduct 2 study to review the operation of
the industrial policy over previous two plan periods. One of the
ma jor conclusions of Dr Hazari was that there was an increase in
concentration of economie power vested in 20-business groups between
1951 and 1958.

The Rajya Sabha in May 1967 debated Hazari's report which led to
‘the appointment of Industrial Licensing Policy Inquiry Committee (ILPIC).
The Committee was appointed to enquire into the working of industrial
licansing system with & view to ascertain whether the larger industrial
houses in fact secured undue advantages over the other applicants in the
matter of issus of such licenses. ILPIC decided to trsat 75 houses
identified by MIC (assets not less than Rs.5 crores) as. !large industr-
ial houses'. ILPIC also decided to add;lar%e independent companies with
agssts above Rs.5 crores for examination, ILPIC submitted its report in
July 1969. Among its other conclusions the committes stated that "the
%icpnsing system had worked in such a way as to provids disproportionate
sﬁsre in the newly licensed capacity to a few concerns belonging to the
large industrial sector, The maximum benefit of this went to & few
larger houses." The report also stated that the licensing system was
not properly organissd for the purpose it was expectsd ‘to achisva.
ILPIC suggested continuation of licensing as a policy instrument éubject
to layimg down specific guidelines for industrial policy. The committee
added that planning should be refashioned to ensure the formulation of



detailed industrial plans for the core sector and that a Monopolies
Commission should be constituted. The above developments, studies and
committee recommendations lsd to snactment of Nonopolles and Restrictive
Trade Practices Act in ysar "1969.

MRTP Act

The preamble of the MRTP Act states that it is:

"An Act to provide that the operation of the economic system
does not result in the concentration of edonomic power tao
the common detriment, for the control of monopoliss, for the
prohibition of monopolistic ‘and restrictive trade practices
and for matters connected therewith or incidental tharsto."

The jurisdiction of the MRTP Act -extends to whole of Indie except
~the State of Jammu and Kashmir. The Monopplies and Restrictive Trade
Practices Commission was constituted in August 1970.

The MRTP Act has two distinct partss
i) control of restrictive and monopolistic practices, and

ii) to ensure that concentration of economic powsr does not
taks place to the common detriment.

Powers of MRTPC are mandatory for (i) and are of recommendatory nature
for part (ii). Part (ii) deals with substantial expansion, establlshment
of new undertakings, merger/amalgamations, acgquisition/take over, and
division of undertakings., The MRTP Act defines the undertakings for
which all proposals of Part (ii) would have to be examined under the
- purview of MRTP Act as follouws:

a) Undertakings whose assets, or its own assats together
with its inter-connected undertakings ars lgss then
Rs.20 crores;

_ b) Dominant undertakings - defined as undertakings which
on their own or along with their inter-connected under-
takings have assets of not less than Rs.1 crors.

- .Dominant undertakings are those which have more than
. onp-third market shara.



All undertakings defined above are required to take permission aof
Central Government under the MRTP Act before substantial expansion, esta-
blishment of new undertakings, merger or amalgemation, and acquisition
or take over.

Comments on the working of MRTP Act

Just after the Moncpolies and Restrictive Trade Practices B8ill was
introduced in the Parliament, 0za ccmmented that nowhere in draft of the
Bill, which deals with the concentration of economic power, was an
attempt made to expressly or implicitly define as to what is meant by
concentration of economic power.

In October 1973, Economic anc Political Weekly said that Moncpolies
Commission had reached a dead end. It said that there was absence of a
clear-cut approach to the question of curbing the growth of large houses.
It went on to add that the Commission had became sanctioning authority
for further expansion of the big houses.

In November 1973, Economic and Pslitical Weskly again commented on
tha functicning of MRTP Commission and described it as a scape-goat for
Government inaction.d 1In fFebruary 1974, Dr Paranjaps, a member of the
MRTP Commission wrote "In Defence of the MRTP Act."4 Commenting on the
criticism that the Act bad come in the way of industrial growth, Paranjape
mentioned that "those who have made this charge were giving the Commission
too large a credit. The Commission has had little impact, for good or
bad."

In May 1974, Economic and Political Weekly again commented on the
functioning of MRTP Act and pointed out the case of Hindustan Lever

1 . ,
0za, A.N. "Monopolies and Restrictive Trade Practices B8ill," Economic

& Political Weekly, January 1969, pp. 91-102.

2 . ..
"Monopolies Commission at a dead end," Economic & Political Weekly,
October 20, 1973, pp. 1901-1902.

3 . .. '
"Moncpolies Commissicns The Scape-Goat," Economic & Political Weekly,
November 17, 1973, pp. 2033-2034.

4 .
Paranjape, HeK. "In Defence of the MRTP Hct," Chartered Secretary,
Vol. 3: 11, february 1974, pp. 678-679.




characterising it 2s "Monopolies growth with Gouvernment blassiDQS.“5
In June 1974, Commerce wrate "MRTP Act needs new look."S It seid that
Government should lay down guidelines instead of checking each cass
related to concentration of economic power. It added that the "Commi-
ssion should pay greater attention to the monopolistic and restrictiwve
trade practices on which the interest of consumers who are being
economically pulverised day by day depand.”

In Novembsr 1974, Pandsy,7 Secretary of MRTP Commission wrote
that "most of the provisions of the MRTP Act are designed to safeguard
public intersst and much of tha success of this lsgislation depends upon
the interest that the public or consumers in gsneral take in its working."
In January, 1975, Narahari RecB commented upon the imperfections in MRTP
Act especially in terms of the definitions of the dominant undertakings,
monopolistic undertakings, etc. He called for amending the fAct to evoid
definitional problems, ‘ '

In August 1976, Juéticsil L Nain, on the sve of his retirement
after Chairmanship qf_MﬂTP Commission for three years, called for amend-
ments in the MRTP Act, »

Thus, theks have been numerous comments on functioning cf the
MRTP Act, but to dats no comprehensive study has been conducted to
svaluate the impact of MRTP Act. In August 1977, Government of India
constituted an elevem member high powsred Expert Committee under the
Chairmanship of Justice Shri Rajinder Sachar, to revisw the Companies
Rct and the MRTP Act., Thres of the terms of the reference of the
Committee related to MRTP Act aras

i) uwhat improvements, if any, are requirsed to be made
in the present administrative structurs and
procedures regarding the enforcsment of the
provisions of ths Companies Act, 1956 and the
Moncpolies and Restrictive Trade fracti€es Act,
19563

5 . o - :
“"Monopoliss Growth with Government Blessings," Economic & Political
weekly, May 18, 1974.

6
"MRTP Act needs New look," Commerce, June 8, 1974, pp. 1826-1829.

7
Pandey, T.N. "MRTP Act and the Consumer," Financial Express,
November 20, 1974. 7

Narahari Rao, C.V. "Imperfecticns in MATP ﬁﬁt,“ Economic Times,
January 3, 1975. ' ,




11) What changes are raquired to be made in the Monopolies
and Restrictive Trade Practicass Bct, 196G in the light
of the experience gained in the adm;nlstraticn and
operaticn of the eaid fict; and
' 1ii) Any other matter incidental or ancillary to the admini-
: _ stration of the Companies Act, 1956 and fMonopolies and
Restrictive Trade Practices hAct, 1969 having regard to
the grouth and dauelupment of trade, commsrce and
industry.
It is in this context that an attempt Hzas been made in this study
to evalyate the impact of MRTP Act since its inception till August 1977.
Methcdology
 The major“objectiuas of this research weres

. 1.
2-

3.

S.

8.

to svaluate the impact of MRTP Act, on the growth of

“large houssss

to study the.impact of MRTP Act in relation to guiding
of 1nvsstment in cors lndustrles,

to examine the relative impact of MRTP Act on approvals’
of proposels for diffserent praduct catagories and
industrlal categories.

to analyaa the reasons yiven by applicantaland government
for approving the propesals; and reaspns given by
government for rejecting the propoaals;

to analyse the reasons glﬁen by MATPC for recommending
approval or rejection of various proposals;

to anslyse the conditions of government urdar and their
rslationship to curbing of concentration of scoromic
power to common detrimentg and

to analyse the impact of MRTP dct in curbing Restiictive
Trade Prectices and Monopolistic Trade Practices.



“Data BoUCCESs

Basic data sources for accomplishing the above research objecti-
vas were consideraed and it was decided to follow content-analysis
appr ach to analyse the orders of the Government in relation to substan-
tial expansicn, esteblishment of new undertakings, merger/amalgamation
and acquisiticn/take over ("concentraticn of economic pouwsr"). The
Department of Company Affairs was appruached to get copies of the A
Government Orders and rsports of the MRTP Commission. Since the cowpere-
tion from Department of Company Affairs wzs not forthcoming, it was
decided to analyse the ordsers available in the official publication
~of the Departmaent of Company Affairs, namely, Company News and Notes.
Fer the judgesments of MATP Commission regarding Restrictive Trade
Practices enguiries, the Commission's office was approached and all
the orders passed by the MRTP Commission till August 13876 wsre
-obtained.

The orders of government in relation to 'concentration of
economic pouer' passed since the inception of MRTP Act till August
1977 were collected for apalysis. 156 Government orders for subst~-
antial axpan51on, 125 orders for establishment of new undertzkings,

. 24 orders for acquisition/teks over and 12 orders for merger/amagama-
tion were available for analysis. The Central Gavsernment since the
inception of MRTP Act till November 1976 had passed 272 ordsrs for
substantial expansion, 125 orders for establishment of naw undertak--
ings, 37 orders for acquisition/take over and 24 orders for mergsr/
emalgamation. Thus the sample of crcers availabls Por the present
study was a’ fair share of the total number of orders passad by the
Govarnmant.

To saek opinions and comments of respondents inwvolved in the
restrictive trade practices cases, a guestionnaire was sent to the
Chairman/Managing Directors of various companies, A total of 79
quastinnnairas were Sent. 1In spite of repeated reminders and requests,
only one filled=up questionnaire was sent by respondents, Further
fisld work in relation to restrictive trade practices enguiries which
was intendsd to be done after receipt of questionnaires could not
thus be ettempted.

Scme ma jor conclusions

In this study orders of the Government regarding 'concentration
economic power' have baen analyeed. This analysis has been done and
reported for Indian and Foreign Undertakings, Large, Large and Gomxnant,
and Dominapt Undertakings. The analysis has alsc been done for the
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disposal. of proposals by product classification (consumer, consumer
durable, industrial etc.) and by.industrial classification (corraspond—
ing to the Industrial Desvelopment and Regulation Act schedules). The
arguments of applicants and government for approving the prOposala,
and MRTP Commission for recommending the proposals have alsc been
analysed. Arguments of objeectors, Government and MRTPC. for rejecting
the proposals also have been analysed. The conditions subject to
ghich the MRTP Commission recommendad the proposals and the conditions
laid down by government subject to which the approvals were granted have
Jeen reported ahd analysed. We have assessed the overall impact of
MRTP Act in relation to curbing of concentration of sconomic power to
common dstriment, curblng tha restrictive and manopollstxc trade
practlces.

The following are some of the mejor conclusions related to
" propasals approved and rejected, investment approved and rejected.for
various houses as well as the net impact of MRTP Act on both large and
dominant businesse houses. The overall position regarding the juydgement
of MRTP Commission in relation to restrictive trade practices and
monopolistxc trade practices have also besn reparted.

Querall idpact of MRTP Act in rslation to concentration of ecbngmiC‘gouer

The following conclusions are for proposals of substantial<expans—'
ion and establistment of new undertakings put togethers -

1. There wers 281 proposals, out of which 183 proposals were approved,
19 were partially approved and 79 (28.1%) were rejectsd. These 287 . h
proposals involved an investment of Rs.2164,26 lakhs, out of which
Rs4173,760 lakhs was approved and Rs.357,31 lakhs was rejected. There
was a partial rejection of Rs.6435 lakhs. ‘

2. = Top '"10' houses had 91 proposals involving an invesstment of
R8.1173,16 lakhs out of which 19.7% investment was rejected. Top '10'.
houses accounted for 54.2% of the Investment Applied For (IAF) by all
vundertakings.

3. °  Houses ranked '11-20' had 39 proposals which involved an invest-
ment of Rs.1173,16 lakhs out of which 19.7% investments was rejscted,
Top '10' houses accounted for 54.2% of the IAF by all undertakings.

4, Top '20! houses had 130 propesals involving invastment of
Re.1282,22 lakhs, out of which 19,9% was rejected. Top '20' houses
accounted for 59.2% of ths IAF by all undertakings. \
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5. . '54' other large houses had 120 proposals involving an invest-
ment of Re.667,53 lakhs, out of which Rs.577,52 lakhs was approved and
Rs.9001 lakhs (18.5%) was rejected. These 'G4' other large houses
accountad for 30.8% of the total IAF by all undertakings, If the data
foer shipping houses namely Chowgules, Bhiwandiwala, Salgaocar, V.S.
Dempo, and 0il India (a Government of India undertaking) is deducted,
then '49' other large houses had an investment of Rs.348,01 lakhs, out:
which Rs.9001 lakhs (25.8%) was rejected. This percentage of investment
figure was one-and-half times of that of the investment rejected
psrcentage of Top '20' houses. ’ ,

Acguisition/Taka over

Since the incaepticn of MRTP Act till November 1976, Government
“Had received 62 proposals for acquisition/take over, 20 of which were
withdragn, 30 were apgroved and 7 were rejected. Only 4 cases have
been referred to MRTRC, 3 in 1972, and 1 in 1973. No application was
roeferred to MRTPC after 1973. ‘

fFor our study 24 orders of the Government were availeble for
analysis, Out of these 24 orders, 19 were approved, 2 were partially
approved, and 3 were rejected. Out of our sample, 2 proposals were
referred to MRTPC, which recommended approval for both of them.
However, cne of these two proposals was subssquently rejected by the
Government, sincs the company did not accept the pricr conditions
subject to which the Government was incléned to approve the application.

From the above analysis it is evident that the role played by

the MRTPAC in evaluating the proposals for acquisition/take over has
been minimal. .

Nerger(ﬂmalgamation of undertakings

Since the inception of the Act till Novembsr 1976, the Government
has received 32 applications, out of which 6 were withdrawn, 21 were
approved and 3 wers rejected. The 3 applications rejected by the Govern-
ment were in the year 1971. Nons of the applications for merger or
.amalgamation has been rejscted by the Government after the year 1971. None
of the applications for merger or amagamation has been rejected by the
Government efter the ysar 1971, -

Four cases were referrsed to MATPC till 1973. No cass wés referrsd
to the Commission after 1973,
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12 norders of Governmsnt for merger or amalgamation were available
for analysis in.this study. All these 12 proposals were approved. None
of the cases of our sample were referred to MRTPC.

Division of Undertakings

. The first case of division of undertaking was referred by the
Government to MRTPC in May 1974, in case of Jiyajeerao Cotton Mills
Limited (2 Birla Group undertaking). The Government was of ths 'opinion'
that the functioning of the undertaking was detrimental to public inter-
est and asked the MRTPC to enguire into the case and recommend the \
division of the undsrtaking if it was expedient in the public interest.
The undertaking filed a writ petition in the High Court of Delhi and
got the proceedings stayed befors MRTPC.

The Govermment referred the second case for division of undasrtake

~ing 'in December 1975 to MRTPC involving 3 companies. This case is also
pending before MRTPC, | :

Growth of Top '20! Large Houses under the MRTP Act

The following conclusions are related to the disposals under the
MRTP Act regarding 'concentration of economic power' (substantial gxpan-
sion, establishment of new undertakings, merger/amalgamation, acquisition/
tekeover put together). . '

1. Top '20' houses made 148 proposals under the MRTP Act, out of
which 34 (23%) were rejected. The top '10' houses made 102 proposals,
out of which 28 (17.15%) were rejected. Thus, the number of proposals
rejected for top '10' houses was less then the number of proposals
rejescted for houses ranked '11-20'.

2, Some of the top '10' houses applied for & much larger percentage

of tha IAiF as compared to their percentage of the share in the total
assets of top '20' houses as of year 1974. These houses weres Birla
(32.3% vs. 18.73%), IK Singhania (10.56% ve. 4.78%), Scindia (9.1% vs.
3.88%), ACC (14.7% vs. 3.72%), Bangur (6.8% vs. 4.22%) and Kirloskar _
(3.89% vs. 2.91%). The houses which got substantially higher investment
approved v, their share in top '20'assets were: Birla (26.6% vs. 18.73%),
JK Singhania (11.6% vs. 4.78%), Scindia (11.4% vs. 3.88%), ACC (t6.5%

vs. 3.72%), Bangur (6.9% vs. 4.22%) and Kirloskar (3.4% vs, 2.91%),
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3. Some of the houses which had substantially lsss investment
approved versus their share in the top '20' assets werss Tata (9.4%
approved vs. 11.99% share in top '20' assets), Mafatlal (1.4% vs.
5.9%), Thapar (1.3% vs. 4.30%).

4. Tog '10' houses applied for 91.5% of the top '20' investment
applied for 2nd got exactly the same percentage, namely 91.5% invest-
ment approved as percentage of the top '20' investment approved,

5. The House of Birla, JK Singhania, Scindia and ACC accounted for
as much as 67.8% of the investment approved for 2ll the top '20' houses,
the house of Birla alone accounted for as much as 26.6% of the top '20'
.investment approved.

6. Top '10' houses accounted for approximately 50% of the investment
- approved for all the undertakings under MRTP fct. This analysis suggests
that since the top '10' housss account for such a large percentage of
‘total investment applied for and approved, may be the approvals under
MRTP Net should be regquired only for the top '10' hauses and not for the
other houses most of whom proposed end got fairly small investment
approved as compzred to the top '10' houses.

7. " As comparéd to the assaets of various houses in 1969 at the time
of promulgation of MRTP fct, a number of houses got more than 100% of
their asset base approved under ths MRTP Act. These houses weres Scindia
(166.88%), HCC (154.78%), and JIK Singhania (143.73%).

8. In terms of investment approved for substantial expansion and
gstablishment of new undertakings the houses were ranked as follows:

Birla (Rs.273,11 lakhs), ACC (Rs.188,78 lakhs), JK Singhania
(Rs.117,78 lakhs), Scindia (Rs.117,00 lakhs), Tata (Rs.9616 lakhs),
Bangur (Rs.7110 lakhs), Kirloskar (Rs«3595 lakhs), Shri Ram (Rs.3483
lakhs), TVS Iyengar (Rs.1936 lakhs), Larsen & Toubro (Rs.1720 lakhs),
Mafatlal (Rs.1475 lakhs), ICI (Rs.113 lakhs), Walchand (Rs.635 lakhs),
Mahindra & Mahindra (Rs.290 lakhs), ITC (Rs.250 lakhs), Mcneill & Megor
(Re. 75 lakhs), Sarabhai (Rs.45 lakhs), Kasturbhai Lalbhai (Rs.31 lakhs),
and Khatau (Rs.30 lakhs).

9. It may ba noted that investment approved for House of Birla was
more than the investment approved for all the '49' other large houses
put together. - Amongst the Houses which proposed rslatively larger
investments, House of ACC (Rs.188,78 lakhs), Scindia (Re,117,00 lakhs),
Larsen & Toubro (Rs.1720 lakhs), did .not have any rejections whatsosver.
House of Tata also had relatively less investment rejection (7.5%4).
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‘40,  Top '10' houses acceunted for 32.1% and Top '20' houses for 44%
of the total corporate assets in 1969 (on the eve of promulgation of
the MRTP fAct). 1In 1974, top '10' houses accounted for 31.4% and top
120" for 43.3% of the total private corpurate assets, Thus, there
seems to have been no substantial reduction in the percentage of the
assets of top '10' and top '20' houses assets to the total private
corporate assets. It might be recallud that a fairly largse percentage
of the investment approved under the MRTP Act for the top '20' houses
was in 1974. These additional approvals would create the base for
faster growth of the MRTP companies in future years. Thus, after all
the regulaticns and restrictions, imposed on large houses thers does
not seam to bs any impact on their growth rates and Further
cuncentratlon.

1. Some of the cther housss which had substantial percentage of the
- asset base in 1969 approved werss Bangur (69.37% of the asset base in
1969), Birla (65.26%), Kirloskar (62.80%) and TVS Iyengar (50.51%).
House of Tata only had 19.02% of their asset base in 1969 approved
-under -the MRTP Act., Some of the housaes with lsast investment approved
as a base of 1969 asssts were ITC (3.59%), Mahindra & Mahindra (3.32%),
Macneill & Magor (0.86%), Khatau (1%), Sarabhzi (0.86%4) and Kasturbhei
Lalbhai (0.4%). '

12, The above analysis clearly points out.that there has been
further concentration in the top '10' houses relative to the other
houses, because of the approvals under the MRTPC Act. Compared to the
investment approved for top '10' houses, the investment approved for

49 other large houses is miniscule. This analysis suggest that perhaps
only top '10' houses, or at ths outside, top '20' houses should bs
subject to approvals under the MRTP Act,

Restrictive Trade Practices Enquiries.,

Agreements filed with the Registrar of Restrlctlva Trade Agree-
ments (RRTA) upto the end of November 1976 wers 21,642. A small fraction
of one per cent of these agreements filed has been pursued by RRTA for “
filing applications with MRTPC. There has been Restrictive Trads
Practice (RTP) enquiry on the basis of unuritten agreements or ‘gentle-
men's agreements. ’

Out of 102 judgements given by MRTPC till August 1976 there was
not a single application filed by either state government or central
government. Only twe applicaticns had besn filed by cunsumer/hser/
dealer assaociationse.
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Majority of the respondents in the casus analysed were individua}
manufacturers. Applications filed against a2 manufacturer and dealer(s),
group of dealers, and & markcter and a contractual producer were extremaly
limited. As of dugust 1976 the agreements or practices indulged in by e
manufacturer or a dealer vis-a-vis the ultimate consumsr had not besn
investigated.’

An analysis of comElaints revealsd that restrlctlons'on distribu-
tion were predominant followed by ‘restrictions on price, restrictions on

prodycts, and restrictions on manufacture.

In case of industrial products, the restriction on distribution
happened to be more than consumer durable or consumar non—durable
category.

Out of 100 effective orders passed, majority of the orders
required cessation of ‘all or some of the alleged practices. In two
cases only, obderé'alldmihg continuation of alleged RTPs were passed.

Lately, suc _motu enquiries by MRTPC have far exceeded the appli-
cations filed by RRTA.

Me jority of the orders passed were conssnt orders. -

Till August 1976, there was no cass uhere restrictive clauses in
the charters of professional associations had bsen sxamined,

‘Mgnopglistic Trads Practices (MTP) Enguiries

Three enquiries related to MIPs referred by the Govarnment to
MRTPC had been stayed in the Delhi ngh Court after the companies
concerned, namely Coca Cola fxport Corporatlon, Cadbury-fray (India)
Private Limited and Colgate Palmolive (India) Private Limited had filed
writ petitions challenging the referral of Government to MRTPC.

; One suo motu enquiry initiated in case of Avery India Limited
by MRTPC has also been appealed against in the Suprema Court.

Two enquiries initiated by MRTPC under Section 37(4) in the case
of Bengal Petteries Limited and CGramephone Company of India Limitsd have
also besn stayed in the High Court.

Thus, MRTPC has not yet recommendsd and Gouernment has not,
therafore, passed any final orders in the cass af Monopolistic Trade
Practices enquiries.
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It should be noted in this regard that the Sherman Act of 1891,
USA declares illegal every contract, combination in the furm of Trust
or otherwise or conspiracy in restraint of trade of commerce. More-
over, undsr Section 7 of the Sherman Act, ary person injured by anything
ferbidden by the ket is entitled to recover three fold of the damages
sustained, In case of MRTP Act there is no provision for recovery cf
damages if a company is fipally charged with indulging in monopolistic
trade practices. The Ministry of Law, Justice and Company Affairs,
should consider whether the provision in the MRTP Act for recovering
the damages sustained by injured parties would help in reducing
monopolistic trade practices being indulged in by various companies
in India.

Some_major suggestions emerging from_ the @bove conclusions

1. Top '10' houses only should be subjected to approval under the
: MRTP Act. '
2. More specific criteria for evaluating proposals related to

~concentration of economic power to the common detriment should
be evolved.

3. Since the proposals are primerily evaluated from the point of
view of demand/supply situation, the export potential, the
.sophisticated technology involved etc., it would be preferable
to ennounce a list of industries in which the large houses can
participate. Howsver, the proposals emanating from large
houses should then be approved only for the industries listed.
This policy in relation to quiding the investment for the
economic growth might be mors useful than "midway" analysis
done now from the point of view of concentration of economic
power and the importance of industries to the econamy for

. which proposals ars mads.

4, The legal lacunas in the MRTP Act in relation to enguiries
into the Monopolistic Trade Practices should be taken care of.

5. Restrictive trade practi ‘es listed in the MRTP Act should bs
declared illegal per se and the onus of providing that Restri-
ctive Trade Clauses in the agreements ars in 'public interast'

should then be on the companies wanting to have such clauss in
their agresments.
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further Research

hnalysis done in this study has pointed out that further study
should be undertaken tc examine the eccnomics of concentraticn. fis of
now no studies and infurmaticn are availabile regarding thoe effects of
cancentrztion of sconomic power on economic growth, pattern of private
industrial investment, market performence of industries in which
'Monopoly' houses are involved, ctc.

Field studies should be undertaken to svalyate the changes which
have tazken place in the relationships between menufacturers/marketsrs
and dealers as a rgsult of the removal of restrictive trede clauses
in the agreements and the net impact which ths judgaments of MRTPC
in relation to Rastrictive Trade Practices enquirises have had on
consumer welfara,

The analysis done for this study has incidentaly revealed
diversification strategies of various houses. Soms houses have expanded
primarily through the route of 'substantial expansion' (e.g. House of
Larsen & Toubro), while others have expanded through ’astablishment of
new undertakings' (e.g. Houses of Modi, JK Singhania, Chowgule).
Further work using the data hasas collected for this study could be
done to identify various diversification strategies employed by houses,
their reasons for doing so, effectiveness of such strategies, in tarms
of various indicators of performance. Such an analysis would aid
Public Policy formulation related to diversification of large houses
could then be svolved.



