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The Thin End of the Wedge 
WH E N the Government took 

over the Sholapur Mi l l s in a 
huff way back in 1949—and it is no 
secret that it was the Government 
of Bombay rather than the Central 
Government which was eager to take 
this step—it could hardly realise how 
much trouble it was going to store 
up for the future. The ordinance 
by which the Government took over 
the management was later made into 
an Act. After the Supreme Court 
held that this Act was ultra vires, 
the management has to be restored 
to the old Board of Directors of the 
company, unless the Government is 
prepared to acquire the mills by 
paying fair compensation. It has 
involved infringement by the Gov
ernment of the right conferred by 
the Constitution which, in the 
present context, bas been inter
preted by the Supreme Court as one 
of indissoluble association between 
ownership and management. By 
taking over management without 
acquiring ownership, the Govern
ment committed a wrong which may 
have now to be righted, probably by 
payment of a suitable compensation 
to the owners for the period for 
which the owners were deprived of 
the right of management. 

If the principle upheld by the 
Supreme Court is correct- and unt i l 
the Constitution is amended it has 
to be accepted as correct -the in 
fringement cannot be regarded as 
purely technical, and only for the 
period unt i l the Industries (Deve
lopment and Regulation) Act was 
passed in 1951 which confers the 
right on the Government to inter
fere with the management of indus
t r ia l undertakings, on behalf of the 
shareholders or consumers, or on its 
own. It does not appear that the 
relevant clauses of the Industries 
Act can be applied in the case of 
Sholapur Mil ls to validate Govern
ment intervention in management 
after this Act came into force. For 
the same principle would seem to 
invalidate these, provisions of the 
Industrial Development Act also, or 
for that matter, the provisions of the 
amended Companies Act. Indeed, 
it is only now being realised how 
wide are the implications of the 
Supreme Court decision, since inter
ference wi th the management in 
other cases would be equally Ultra 
vires of the Constitution. The cases 
that readily occur to one are those of 
Jupiter and Empire insurance com
panies. 

A compromise w i t h the owners 

is the only course open to the Gov
ernment in the circumstances. Nego
tiations have already been started 
w i th this end in view. Certain condi
tions, it is reported, have been impos
ed before the Government w i l l hand 
over management to the owners, 
viz, security for the funds advanced 
by Government in the interim period 
amounting to Rs 1½ crores, validat
ing its actions during the tenure of 
the present management by the Gov
ernment appointed Board and en
suring the proper running of the 
mills, maintaining full production 
and employment of the present 
labour force. If these conditions 
are fulfilled, says the report, " Gov
ernment may consider the handing 

over of the mills back to the former 
board" . (italics ours.) This ap
pears somewhat of an understate
ment, considering that the Govern
ment is left wi th no choice in the 
matter. It has to restore the manage
ment to the old Board, unless it is 
prepared to do a lot of things, into 
which it is not necessary to go at 
length. 

The outcome of the present nego
tiations, therefore, w i l l be watched 
wi th keen interest. Whatever hap
pens to the Sholapur Mi l l s , this is 
not going to be the end of the story. 
Those who framed the present legal 
system seem to be blissfully unaware 
of its implications, but what is more 
surprising is that they should go 
about, without a (are, doing things 
which need such a lot of undoing. 

55 


