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PARLIAMENT OF INDIA
Thursday, I6th August, 1951.

The House met at Half Past Eight 
of the Clock.

[M r . D e p u t y -Speaker  in the Chair]

ORAL ANSWERS TO QUESTIONS 

S u r p lu s  Stores for  D ispo sa l

*245. Shri BaJ Kaawar: WiU the 
Minister of Works, Prodvctton and 
Supply be pleased to state the latest 
position of surplus stores including 
American Surplus still left for disposal 
and how it compares with the position 
of ^ch  stores as on 31st July 1950?

The Minister of Works, Production 
and Supply (Shri GadgU): The book 
value of surplus stores including 
American surpluses awaiting disposal 
as on 31st July 1951 was Rs. 52-02 
crores. The corresponding figure on 
31st July 1950 was Rs. 77-40 crores.

Shri Raj Kanwar: What was the 
book value of the surplus stores taken 
over at the time of the creation of the 
organisation and what is the book 
value at present?

Shri Gadgil: I require notice. But 
to give a rough idea, it was about 150 
crores. I may also mention that the 
reply I have given does not give an 
adequate idea as to the progress of 
disposal, because every month new 
declarations are made by the Defence 
Ministry. During this period the book 
value of the surplus stores declared 
was 17*80 crores. If that is taken in
to consideration the actual book value 
of the surplus disposed of would come 
to Rs. 46-44 crores.

Shri Raj Kanwar: After what length 
of time is the surplus stores organisa
tion likely to be wound up?

Shri Gadgil: It is too muc’h for ma 
to reply. It depends upon the pro- 
208 P.S.D.

gress which the Defence Ministry can 
make with respect to its declaration,

Shri Raj Kanwar: Have any econo* 
mies been effected in this organisatioa 
in recent times?

Shri Gadgil: I did not know thaf 
this particular question would crop up’ 
as it has been answered twice betore. 
A  great deal of economy has beeri\ 
effected in the expenditure of this de^ 
partment.

s ,
Shri Raj Kanwar: How tar has the

work of this organisation progressed 
according to schedule? ,

Shri Gadgil: The Estimates Com
mittee made certain recommendationff^ 
and they have been substantially car> 
ried out.

Mr. Deputy-Speaker: May I suggest 
for the consideration of hon. Members^ 
that before questions are put they 
must exhaust all other sources of in* 
formation. I know as a matter of 
fact that the Estimates Committee went 
into this matter and the information 
asked for in the last three or four 
supii^lementary questions has been 
answered in detail in the Estimates 
Committee report and the Committee 
als'b have suggested what ought to be 
done. There is no good taking up the' 
time of the House except on matters 
where no such information is avail
able either in the library, statistical 
publications or administrative reports 
of government.

Shri R. Velayudhan: How long will^
it take......

Mr. Deputy-Speaker: The hon. Mem
ber ougfit not to Jump up before being: 
called and put his question. Mr. 
Sidhva.

Shri R, Velayudhan: I had already 
stood up, Sir.

Mr. Deputy-Speaker; Maybe, but the 
Chair must call him.
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Shii Sidhva: Have any legional offl- 
ces been completely closed dcwn?

jghri Gadgil: I think some offices 
have been closed down but some have 
got to function, as the stores are 
spread all over the country. -

Shri R. Velayudhan: How long will it 
take Government for the disposal of 
non-military stores and may I know 
whether any sorting has been made as 
between military and non-military 
goods for disposal?

Shri Gadgil: As spon as surpluses 
are declared by the Defence Ministry 
it is communicated to the other Minis
tries of the Central Government and 
when priority indentors do not w-nnt 
anything, then it is put up to auction. 
M ilitary' stores when declared and re
leased as surplus are normally not 
taken back by .the Defence Ministry. 
The rest is civil stores.

Shri HiUiiMdn Imam: The Minister* 
stated the book value of the articles 
as they are but did not say the cash 
value received.

Shri Gadgll: The question related 
only to book value,

Shri Hussaim Imam: Can he give 
me the cash value?

Shri T. N. Singh: Is it a fact that 
owing to a Government circular the 
disposal of surplus goods can take 
place only after all other departments 
have stated their requirements with 
respect to particular goods? Is it a 
fact that because of this large a,*cu- 
mulations have occurred and that due 
to passage of time we are incurring 
more loss on the disposals?

Shri Gadgil:. To some extent it is 
true. Two years ago the Government 
issued a directive that no stores should 
be put up to auction unltss there was 
a certificate from the Rehabilitation 
Ministry that they did not want it. 
That necessarily caused some delay. 
But now a new procedure has been 
evolved, which has secured a consider
able reduction in time.

I nd ians  in  A n g l o - Ir a n ia n  O il  
C o m p a n y

*247. Shri Sidhva: Will the Prime 
Minister be pleased to state: .

(a) the number of Indians, employ
ed by the Anglo-Iranian Oil Company 
who have left Iran for India since the 
dispute between the Company and Gov
ernment of Iran;

(b) whether all the Indian employees
are receiving their salaries regularly; 
and '

(c ) how many out of the numbtf of
persons who have arrived in India, 
are the family members of the Indian 
employees or employees themselves of 
the Company?

The Deputy Minister of External 
Affairs (Dr. Keskar): (a) to (c). The 
hon. Member’s attention is invited to 
my reply to the Starred Question No. 
15 on the 7th August, 1951.

Shri Sidhva: If he has the informa
tion. will the Deputy Minister state 
what was the total number of Indians 
employed there before the tr:.mble 
arose between the Anglo-Iranian Oil 
Company and the Government of 
Iran?

Dr. Keskar: In my answer on the 
previous occasion a very full and de
tailed statement was placed before the 
House. Nevertheless I may inform 
my hon. friend that the strength of 
Indians employed there before the 
trouble was about 900.

^  vn f-

TC 3ft 8IWPTT f f  

^  ^  ^  ^  <TT ?

[Seth GoTlnd Das: Did the Indian
workers refuse to work under the new 
set-up that came in the wake of the 
trouble in Iran?]

fHo ^  ^  ^

^  Tc ¥i*r f , 5»T

srtrrflfaW  arr

!T ^  arnnft ^  s fh .fi,

IDr. KesftUr: I have already replied 
to that question. However, for the 
information of the hon. Member I may 
tell him that most of the Indian em
ployees intimated to the new company 
that since they were working with the 
old company on a contract basis, they 
could not automatically come under , 
the service of the new one and that  ̂
until a contract was negotiated with 
them they could not serve under 
them.] .
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«F t  ^  STf 5 f  ?

[Seth Govind Das: Was then any 
arrangement made for a new contract?]

^ 0  : anfi* ?w !ft yiT^r

fir ŷpsrar ^  ’Cf t 11

[Dr. Keskar. So far the old arrange
ment is continuing.]

Shri Kamath: Among the lew Indians 
who have come to India have any ex
pressed a desire to go back to Abadan 
or any other part ol Iran?

Dr. Keskar: I am not aware. It is 
quite possible that if conditions are as 
they appear some of them might IJke 
to go back but up till now none of 
them have expressed a specific desire 
to go back.

Shri Sidhva: The Deputy Minister 
said that he had given an exhaustive 
reply last time. As regards parts (b) 
and (c) I believe the an.7wers were 
not in the statefnent. Even if there 
were, would he kindly let me know 
whether the salaries of the enployees 
have been paid?

Dr Keskar: I would request my hon. 
friend to read that reply carefully. I 
stated therein that those who were on 
contract with the company were re
ceiving their salaries but the company 
had arranged it in this way: People 
who have been employed for a long 
time and who are due to get leave 
have been put on leave and those who 
are entitled to half pay have been put 
on half pay leave. They themselves 

' are not sure how things are gomg to 
develop. *

Mr. Deputy-Speaker: Questions to 
be answered by the Commerce and 
Industry Ministry wiU stand over for 
another day, preferably, Saturday.

R e h a b il it a t io n  in  A n d a m an s

•255f Shri S. C. Samanta: Wfll the 
Minister of Rehabilitation be pleased to 
slate:

(a) the number of displaced persons 
sent to the Andaman Islands up to the 
30th June, 1951;

(b) how many families consisting 
of how many persons have been re
habilitated there up to date and how 
many persons have come back;

(c) how many displaced families are 
proposed to be sent there during 1951
52; and

(d) whether Government sent any 
official or non-official delegation to the 
Andamans to enquire into the possi
bilities of the islands being extensively 
used for rehabilitation purposes?

The Minister of State for RehabJli 
tation (Shri A. P. Jain): (a) and (b).
357 families were sent of whi(?h 214 
agriculturist families have been settled 
on land, and 7 non-agriculturist fami
lies as artisans; 53 families have been 
repatriated to the main land and the 
settlement of the remaining 83 non
agriculturist 'families is in progress. 
Information regarding the exact num
ber of persons these families comprise 
is not available.

(c) For the present 150 displaced 
agriculturist families and 6 displaced 
families of fishermen are proposed to 
be sent to the Andamans during 1951
52.

(d) Yes. Two exploratory parties 
of displaced persons, one from Punjab 
and the other from West Bengal were 
sent to Andamans. A team of official 
experts was sent iater in January*
1949.

Shri S. C. Samanta: May I know 
whether any primaiy or secondary 
school has been established there for 
the children of these displaced per
sons?

Shri A. P. Jain: I do not know whe
ther any new school has been set up, 
but I presume that that State already 
•malhtalns some schools and provides 
educational facilities.

Shri S. C. Samanta: Have all the  ̂
displaced persons’ families been 
housed? Is there any planning for the 
housing scheme?

Shri A. P. Jain: Of course there is 
a system for the housing. Excepting 
for these last 83 families, the rest 
have been housed and probably these 
have also been housed by row.

Shri S. C. Samanta: May 1 know if 
agricultural operations there are being 
carried on a cooperative basis?

Shri A. P. Jain: I do not think they 
are being carried on a cooperative 
basis.

Shri A. C. Guha: May I know how 
many batches have been sent and what 
is the interval between two batches?
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Shri A. P. Jain: The details are as 
follows:

127 families on 17-3 40
72 „ 31-3‘4d
30 „ in Feb. 1949
35 „ April 1950
W  „ May and Juno 1950
49 „ on 3 M 6 1
34 „ 23*3-51
3 „ wore created by splitting

up these families later 
on.

Shri A. C. Gulia: Have the Govern
ment got any plan of accelerafing the 
sending of batches, io that more 
batches may go quickly?

Shri A. P. Jain: It is all a question 
of clearing land and then providing 
facilities for settlement. The Anda
mans have a primnive economy and 
elephants and other things v/hich are 
required fqr clearing the land are li
mited in number. While it may be 
possible to send more families some
what quickly, it is not possible to speed 
up the rehabilitation at a very high 
pace. '

STff i  *fW!TT

^  t o  t , sfhc ^  I  ?ft 

^  v s

orm’ff w  ^  i f t ^  ?frrt

[Seth Govind Das: How many people 
can be settled in the Andamans? Do 
the Government have any plan in that 
regard and» if so, has any scheme been 
prepared to see what number of India’s 
population can be settled there?]

t? d ift O ^

^  »nTT§ aftr 3ff^lTT f%*TT >nTT,

afyjH ifrt

«f 3ft t

iff^r a rfw  'irPT'Pr<\ 51^11 anfr 

»rf «ft ^  ?f|5T ^

ifjw  3T«rw m  ?f\̂ r

arr?^

<rc ’PIT Pf

*nj iT>ir̂ TT 3T5^ ?rc? % ^  i

V  *TRt 'B I ^  fw id flff # jft-

f ^ t r  ' T k  «r<T 3 r f r <

^  «rfc-

^  ^SETRT «TT t 3(> q la r ffr

^  3T»^< aftr

rwnr i s r

^  fttJn wnnn i

[Shri A. P. Jain: Several plans were 
prepared and es*̂ timates made, but the 
Andamans ts a place of which the 
Government experts do not possess any 
good knowledge. Recentlx, a plan waŝ  
prepared which envisaged <settling of
1,50,000 persons in thirty years after 
clearing 300 sq. miles of forests. But 
on consideration it was found that it 
would not work successfully. Then a 
plan was.prepared by the Forest De
partment envisaging settlement of 46 
families after cleiirmg 20,000 acres o f 
land. A  high official of the Ministry 
of Agriculture went there c*nd saw 
things for himself. Some changes 
have accordingly been made in the 
plan of the Forest Department, Work 
would now be carried out according
ly.]

Shri Sondhi: How many of these 
families have returned back?

Shri A. P. Jain: I have already men
tioned that 53 families have rerurned 
back.

Shri Kamath: Do the Andaman and 
Nicobar Islands which are a Part ‘D" 
State come within the scope of the 
Planning Commission?

The ifrime Minister (Shri Jawaharlal 
Nehru): All I can say is that they 
have been considered by the Planning 
Commission. I do not exactly know 
what their proposals are, but they have 
given their consideration. ^

Dr. Deshmukh: The hon. Minister 
stated that some Agricultural Officer 
visited the Islands. May I request 
him to place a copy of his report on 
the Table?

Shri A. P. Jain: I will look into the 
report and see if 1 '"an place it' on the 
Table.
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SiNDRi F e r t il ise r  F acto r y  (E s t i
m a t e )

*256. ShH Kanatli: Will the Minister 
of Works, Production and Supply be
pleased to state:

(a) whether an estimate for the 
^indri Fertiliser Factory has been pre
pared;

(b) if so, whether it will be laid be
fore Parliament; and

(c ) whether the ^nanagerial set-up of 
the factory has been finalised?

The Minister o f Works, Production 
and Supply (Shrl GadffU): (a) and (b). 
Yes, Sir. I lay bn the Table of the 
House a copy of the estimate. [See 
Appendix II, annexure No. 21].

(c) The factory‘is at present manag
ed by a General Manager, who works 
4clirectly under the Government but 
has wide delegated powers. The ques
tion of setting up a Board of manage
ment is under consideration.

Shri Kamath: When is this factory 
‘expected to go into production?

Shri GadgU: I am glad that this 
question has been asked. 07 per cent, 
is complete. The production of am
monia has started and the first con
signment of fertilizer will be avail
able from the 2nd week of September. 
Formal inauguration of this factory 
will be some time in the third week 
of October, probably on the New 
Year’s Day according to the Hindu 
calendar.

Shri Kamath: Is there any truth in 
the recent press report that a large 
5tock of gypsum deteriorated owing to 
bad storage?

Shri Gadgll: That is absolutely in
correct. A  question was asked three 
days ago and a reply was given. Pro
bably it was an unstarred question and 
was not orally answered. But I can 
assure my hon. friend that not one 
grain has deteriorated, nor has one 
grain been lost.

Pandit Kunzru: Is it a fact that an 
attempt was made to form a Board 
some time ago but the Board could 
not be formed because Government 
wanted that the Board should be guid- 
♦ed in all matters by the Government 
without disclosing the fact?

Shri Gadgil: That is not a correct 
statement of the position. The whole 
•question of the organisational set-up 
is under consideration. The proposal 
originally made by the Government,* 
it was found out, was not according 
to the Constitution inasmuch as this 
particular item being in the State List 
the Attorney-General advised that

there should be a special enactment so 
that the Central Government can 
undertake production in the various 
industrial fields. Necessary amend
ments will be moved to the Industries 
Control Bill.

Pandit Kuniru: Was the difficulty 
that I have mentioned one of the diffi
culties in the formation of the Board?

Shri Gadgil: This difficulty is one 
of the difficulties.

Ita*. Deflfamilkh: Tlie hon. Minister 
referred to the Industries Control Bill. 
May I know if the Bill is dead or alive?

Shri Gadgil: It is very much alive 
and will kick soon.

Shri Shiva Kao: With reference to, 
part (c) of the question, has my . hon, 
friend any proposal before him for the 
appointment of a Financial Adviser to 
this factory with a much higher status 
and greater powers than those enjoy
ed by the Accountant who is now in 
charge of the finances of the factory?

Shrl Gadgil: That will be an indis
pensable part of the arrangement.

Shri Shiva Rao: Has my hon. friend 
any proposal before him for the es
tablishment of a cement factory in 
Sindri for the utilisation of waste pro
ducts from gypsum after the fertilisers 
have been manufactured?

Shrl Gadgil: That is under considera
tion; we have found that tons cf waste 
material will be available for the ma
nufacture of cement and we are there
fore discussing this question. If it is 
completed the whole project becomes 
much more economical and profit- 
giving.

Shri Sondhi: By what time could we 
expect the proposal of the manage
ment board to be finalised?

Shri Gadgil: As soon as this hon. 
House passes the Bill tc which refer
ence was made by me.^

Shrl R. K. Ghaud^dtl: May I know 
how far the manufacture has affected 
imports from outside countrlei;, and 
also as to who actually distribute the 
production—the Agriculture Ministry 
or the hon. Minister’s Ministry?

Shri Gadgil: When the factory goes 
into full production we will be manu
facturing four-fifths of the total quan
tity at present imported from abroad. 
As regards the distribution aspect, this 
factory will hand over the production 
to the Ministry of Agriculture.
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Shri A. C. Gnha: May I know if 
there is a Technical Adviser in :^di- 
tion to the General Manager and, if 
so, what are his functions and duties?

Shri Gadg:il: A  Technical Adviser is 
a technical adviser, but if my hon. 
friend wants details I want notice.

Shri Hussain Imam: Will the hon. 
Minister state if the sum of Rs. 26 
crores mentioned in his statement is 
final or whether there are contingent 
liabilities still outstanding outside this 
list?

Shri Gadffil: They are final as far 
as one can make them.

Shri Sidhva: May I know what will 
be the capital cost of the proposed 
cement factory that is going to be ins
talled?

Shri Gadgil: As I said, the whole 
thing is under examination.

Sbri Sondhi: The hon. Minister has 
stated that till the factory goes into 
full production the distribution will 
not be given to anybody.

Mr. Deputy-Speaker: It will be hand- 
^  over to the Agriculture Ministry.

Shri Sondhi: That is afterwards. I 
want to know what he is going to do 
till production is complete because 
there is a time-lag of fifteen months 
between now and the date of full pro
duction. How will distribution be 
made during that period?

Shri Gadgil: The reference to full 
production was with reference to 
Q u a n t ity . As soon as the factory 
starts giving fertilizers the whole out
put will be handed over to the Minis- 
fry of Food and Agriculture.

Compensation  to D isplaced P ersons

•260. Sardar Hukam Singh: Will the 
Minister of Rehabilitation be pleased to 
itate: •

fa ) whether Government have 
finalised their proposals to compensate 
partially the displaced persons for 
their losses in property left in the 
West Pakistan out of the property left 
in India by Muslims;

(b) if so, what are those proposals; 
and

(c) how is the evacuee property in
tended to be utilized in meeting those 
losses?

The Minister of State for Uehabili- 
tation (Shri A. P. Jain): (a) to (c). A  
scheme for recompensing displaced per

, sons can be finalised only after the 
claims of ‘ displaced persons nnd eva
cuee properly in India have been

valued. This process, as known to 
hon. Members, is still going on.

Sardar Hukam Singh: Is the hon. 
Minister in a position to give a rough 
idea of the time that would be requir
ed for verifying these claims and in 
evaluating the property?

Shri A. P. Jain: I have stated times 
without number in the House that I 
am making every effort to expedite 
the assessment of  ̂the claims. Our 
speed has been going up at a fast rate 
but it is difficult for me to pin my
self down to any time-scale.

I.N.A. M en

*261. Dr. M. V. Gangadhara SiTa:
Will the Minister of Labour be pleased 
to state:

(a ) the number of Indian National 
Army men who have received employ
ment through the Labour Emplo3rment 
Exchange so far; and

(b) the number of I.NA . men who 
have been given the benefit of Govern
ment’s Post War Resettlement Schemes?

The Minister of Labour iShri Jag- 
Jivan Ram): (a ) and (b). The Em
ployment Exchanges do not maintain 
separate records for the various cate
gories of ex-servicemen assisted by 
them. No discrimination is made bet
ween LN.A. or other ex-servicemen in 
respect of placing for employment by 
the Employment Exchanges or in 
respect of other post-war resettlement 
schemes sponsored by the Central
Government,

Expenditure on Embassies

♦262. Dr. M. V. Gans^adhara Siva: 
Will the Prime Minister be pleased to 
state what is the total sum spent by 
the Government of India on the staff 
of the various Indian Embassies abroad 
during the year ended 31st March,
1951?

The Deputy Minister of External 
Affairs (Dr. Keskar): The actual ex
penditure figures for the year 1950-51 
are not available as the accounts for 
that year have not yet been closed. 
The total anticipated expenditure on> 
the pay and allowances of the staff 
employed in Indian Missions abroad 
for the year ended the March ̂
sI951 (including Information Services) 
based on the final grants for 1950-5U 
is Rs. 1,63,96,500.

^  n rtirf fW  : ^  ^

■ ^  JT? i  fiif

^  '5Tff % ^ ^ t iT  f
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ft? T< spf snsTT vnr

r̂̂ ypTT |f <?r t ,  w

- f?Rr< v<  5

ft? «MT f t m  aiTO f

[Seth Govind Das: Is the hon. Minis
ter aware that the expenditure incur
red on a number of our Embassies ab
road is so meagre in relation to the 
conditions obtaining in the ccuntry con
cerned that it is becoming difllcult for 
them to carry on their work? Are the 
Government considering what should 
be done in the matter?]

»to

^  «njt ^

afr< ar^t « f k  ^  v<5n
f*r ^sTT 5T^ I w  irrt

) f  anr fir r fl 3rrfii¥ ?<r< w f t  
afrC JI5  'n fe ’TTVZ «Pt

i»fr «pr ^  ai>< w ra r
flTPniT I

[Dr. Keskar: The Government fully 
realize that they have not been spen
ding on̂  their Embassies and Legations 
fit several places as much as they 
should. However, when our financial 
position improves and Parliament 
approves, the expenditure would be 
increased.]

M aintenance A llowance

^264. Shri Raj Kaawar: Will the
Minister of Rebabililatioii be pleased 
to state:

(a) the number of applications for 
maintenance allowance now pending; 
and

(b) whether any final date has been 
fixed by the Ministry for the disposal 
of all such applications and if so, 
what this date is?

The Minister of State for Behabili- 
Utlon (Shri A. P. Jain): (â  ̂ A state
ment is laid on the Table of the House. 
[See Appendix II, annexure No. 22].

(b) No final date for the disposal of 
the pending applications has been fix
ed; but the authorities have been re
minded to expedite their submission.

Shri Raj Kanwar: May I know v^he- 
ther the grant of maintenance allow
ance to certain categories of displaced 
persons is a continuous end never-end-

ipg process or is it intended to be com
pleted within a measurable distance of 
t Tie? I f  it is to be completed with
in a measurable distance of time, do 
Government propose to fix a target 
date for the completion of the work?

ShH A. P. Jain: The process is not 
a never-ending process. The last date 
for the submission of applicaiiorAii was 
30th November, 1950. However, the 
time for receiving applications was 
extended later on to :Ust May, 1951. 
Even after that date applications have 
been received in hard cases and as 
and when applications are received 
then alone can they be disposed of.
I make bold to say that these appli
cations have been disposed of very 
expeditiously; most of the applications 
that are now pending, at least so far 
as Delhi goes, have been received ei
ther in the month of May or June or 
July.

Shri Raj Kanwar: Can the Govern
ment give any probable date by which 
these applications will be disposed of?

Shri A. P. Jain: We are disposing of 
these applications, but if more arc re
ceived they will have to be disposed 
of at a later date. So there cannot be 
any target date unless we choose to 
totally stop the receiving of other ap
plications.

Shri J. R. Kapoor: May I know 
whether these allowances are paid 
monthly or quarterly or at any other 
intervals, and whether they are paid 
directly or through the State Govern
ments or through the District Magis
trates?

Shri A. P. Jain: The allowances are 
paid through the State Governments 
and they are in most cases being paid 
monthly; in some cases, for instance in 
Delhi, where the number of recipients 
is very large it has not been found 
possible to pay them every month and 
so they are paid every alternate month 
for two months.

Shri J. R* Kapoor: Is the Government 
aware of the fact that in some places, 
particularly in Agra, in the case of 
displaced persons their allowances have 
not been paid for several months past 
and. if so, what steps do Government 
propose to take to see that these all
owances are regularly paid?

Shri A. P. Jain: I arn prepared to 
receive the information from the hon. 
Member and I will look into the case*
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^jlxS  ; y iU ^  -  ^ 1  -  ^  Vfti

^  i  B)=r ^

ĵb uX; ljI

[Glani G. S. Musaflr: What is the 
oumber of persons for whom mainten
ance allowance has been sanctioned so 
<ar?] .

•ft I? o ^  o # T : 3TRPt*

-iff ^  t I
^  aflv: < '^v« 3T?^ %

i '
[Shri A. p. Jain: So far 15,227 per

sons have been sanctioned maintenance 
allowance of whom 6,280 belong to 
I>elhi and 8,947 to other places.]

^ X ' S : ^

? ^  >* (*J)

^ U n i  G. S. Musaflr: What is the 
amount given out every month?]

1̂ 0 ifto ^  : 5r% 

felT jnrTT I  I
[Shri A. P. Jain: Rs. 3.10,347 are 

*lven  out every month.]

5SrWf srfWf T1*T : WT

^  l>Tr '̂C % HT '

arra 5? qa r^

?  pRR f ?5’Trrr t  ?

[Lala Acbint Ram: Will the hon. 
Minister please tell what is the average 
time taken in disposing of one such 
application?]

« f t  IJo  Kfto t  ^  w  «PT

W T ^ I

IShri A. p. Jain: I have no such 
^estimate with me.]

Shri Kamath: I heard the hon. 
Minister say 31st of April. Is it 
According to any new or revised calen
dar? Or did he mean 31st of March 
•or 1st of April? ^

Shri A. C. Guha: Has there been 
«n y  recent change in the scale jof 
maintenance allowance nnd if so what
i i  the change?

Shri A. P. Jain: There has been a 
big change in the scales of maintenance 
allowance. Formerly the maintenace 
allowance up to Rs. 30 was equal to the 
actual income which the person used 
to derive in Pakist^p; from Rs. 31 to 
Rs. 100 of income in Pakistan it used 
to be 35 per cent, of the actual income 
in Pakistan, subject to a minimum of 
Rs. 30; from Rs. 101 to Rs. 250 of 
income in Pakistan it used to be 
20 per cent, of the income hi Pakistan, 
subject to a minimum of Rs. 35; above 
Rs. 250 it was Rs. 50.

Now the minimum is Rs. 10; that is 
for those who had left an income of 
Re. 1 to Rs. 10 the monthly allowance 
is Rs. 10. The scale goes on until 
instead of the maximum of Rs. 50 it 
is now Rs. 100. If the hon. Member 
wants I  can supply him a list of the 
various ̂  grades of maintenance allow
ance.

Salt ..

•266. Shri A. C. Guha: Will the
Minister of Works, Prodvelion and 
Supply be pleased to state:

(a) whether Government are aware 
that the quality of Indian salt sold 
in the market is far from satisfactory;
T Whether the Indian Standards 
Institution has laid .down any quali
tative standard for Indian salt; and

(c) if so, what steps Government 
have taken to enforce the qualitative 
standard of Indian salt?

m e Minister of Works, ProducUon 
and Supply (Shri OadKil); (u) Yes; in 
s o m e  p a r t s  o f  th e  c o u n t ry .

(b) Yes: 96 per cent, sodium chloride 
content has been laid down for edible
SBi t.

(c) A statement showing the steps 
taken by Government is laid on the 
Table of the House.

Statement
The following steps have been 

taken by Governmosit to enforce 
proper standards of quality regard
ing edible .‘̂ alt: —

(i) A  minimum of 9.? per cent, 
sodium chloride content has been 
prescribed for salt for edible pur
poses.

(ii) Salt containing less than 92 
per cent, sodium chloride is not al
lowed to be marketed for human 
consumption.

(iii) It is proposed to raise the 
standard compulsorily by stages, 
within three years, to that prescri
bed by the Indian Standards Ins
titution.
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(iv ) The manufacturers have 
been advised to take necessary 
steps to raise the quality of salt 
produced by them, in order that 
they may achieve the standard 
fixed by the Indian Standards Ins
titution as quickly as possible.

Shri A, C. Guha: Have Oovernment 
examined the salt at present supplied 
at Delhi and other places with a view 
to finding out how far it falls short of 
the standard?

Shri GadfU: We have prescribed a 
minimum of 92 per cent, sodium chlo
ride content in the salt used for edible 
purposes. Salt containing less than 
92 per cent sodium chloride is not 
allowed to be marketed for human con
sumption.

Shri A. C. Guha: Am I to understand 
that the salt at present supplied in 
Delhi and other places contains 92 per 
cent, sodium chloride?

Shri Gadgll: I think so.

Hr- Depnty-Speaker: That question 
has already been answered. He • has 
said that it is below the standard in 
some parts of the country.

Shri A. C. Guha: He said that they 
are i^isisfjng on these standards. I 
want to know whether they have ex
amined the salt supplied in Delhi with 
a view to finding out whether it con
forms to the standard.

Mr. Deputy-Speaker: If it comes to 
the standard, what is the need of ex
amining it. There is no point in put
ting such questions.

Shri Hussain Imam: He wants to 
know whether it has been examined 
with a view to finding out how far it 
falls below the standard. '

Shri R. Velayudhan: Is there any 
proposal for decontrol of salt?

Shri Gadgil: I am prepared to answer 
that question if, you, Sir, consider it 
relevant. '

Mr. Deputy-Speaker: I leave it to the 
hon. Minister; for my part I do not 
consider it to be relevant.

Shri R. Vela3^dhan: It is Important.

Mr. Depmty-Speaker: Many other
things are important.

Social  W elfare  Schem es

♦268. Shri Jnanl Ram: Will the
Prime Minister be pleased to state:

(a) whether it is a fact that the 
Planning Commission's Panel of Social

Welfare is preparing a scheme for 
co-ordinating all the private and State 
organised Social Welfare Organisa
tions; and

(b) if so, the organisations and 
individuals who were consulted in the 
schemes?

The Prime Minister (Shri Jawaharlal 
Nehru): (a) At a meeting held in June, 
1951, the Planning Commission’s Panel 
on Social Welfare considered the ques
tion of coordination of social welfare 
work and made some suggestions on 
the subject.

(b) The members of the Panel in
clude representatives of the Servants 
of India Society, the Indian Red Cross 
Society, the Rama Krishna Mission, 
the Sarv Sewa Sangh, the Gandhi Me
morial Fund, the Kasturba Gandhi Me
morial Fund, the Indian Conference of 
Social Work, the Indian National 
Trade Union Congress, the Hind Maz- 
door Sabha, the Sarvabhoum Sadhu 
Mandal, and the Sarvodaya Organisa
tion of the Government of Bombay.

Shri Jnani Ram: Was this list con
sidered to be exhaustive, Sir?

Shri Jawaharial Nehru: There is no 
question of the list being exhaustive. 
These are the persons who were re
presented at the meeting. If others 
come up and wish to Join the list could 
be added to.

L abo u r  D is p u t e  in  T alc h e r  
Co a lf ie ld

*270. Shri D. S. Seth: Will the
Minister of Labour be pleased to state:

(a) the final decision given by the 
Chief Labour Commissioner. regarding 
the dispute about arrears between the 
Management of Talcher Coalfield and 
the labourers;

(li) whether the Company concern
ed carried' out the award of the Chief 
Labour Commissioner; and

(c) if not, the stage at which the 
matter now rests?

The Minister of Labour (Shri 
Jagjivan Ram): (a) No such decision 
was given by the Chief Labour Com
missioner. *

(b) No award was given by the 
Chief Labour Commissioner nor is lie 
competent to give one.

(c) Does not arise.

A bducted W o m e n

♦271. Giant G. S. Musaflr: Will the 
Prime Minister be pleased to state:

(a) how many Muslim abducted 
women and children the Search Ser
vice Organisation of the Government
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of India has recovered, and sent to 
Pakistan upto May, 1951;

(b) how many Hindu and Sikh 
wonnen and children have been re
covered in West Pakistan and sent to 
India during this period;

(c) whether it is a fact that this 
Organisation recovered 277 Muslim 
women and children in May, 1951 
and while only 27 Hindu and Sikh 
children have been recovered from 
Pakistan; and

(d) if the reply to part (c) above 
be in the affirmative, the reasons 
therefor?

The Minister of States, Transport 
and Railways (Shri Gopalaswami):
(a) 14,728;

(b) 7,528;
(c) In India, 227 (not 277) Muslim 

abducted wonopn and children were re
covered in May, 1951 as against 27 
Hindu and Sikh abducted persons re
covered in Pakistan during the sanie 
period.

'̂d) The figures of recoveries on the 
two sides vary from month to month 
for various reasons, such as organisa
tional efficiency, intensity of official and 
non-official efforts and effectiveness of 
the recovery machinery. It is not 
possible to trace the disparity in figures 
of any particular period to any one of 
these.

Dr. Deshmukh: May I know, Sir, if 
there are any estimates in each of the 
cases mentioned in (a) and (b), that 
is to say Muslim abducted women and 
children in India and the Hindu and 
Sikh women and children abducted in 
West Pakistan?

Shri Gopalaswami: There are esti
mates, Sir.

Shri Hussain Imam: What is the 
number of recovered women who have 
been returned tc Pakistan and how 
many are kept in India?

Shri Gopalaswami: All but a very
few—I think it is not more than about 
two hundred or two hundred and fifty 
—have been returned to Pakistan.

Dr. Deshmukh: May I know if any 
effort is being made to make more 
correct estimates and if so what it is?

Shri Gopalaswami: Efforts have been 
made. Sir, and we'have prepared lists 
of persons to be recovered. But I 
cannot say whether they are exhaustive 
lists.

Dr. Deshmukh: What is the approxi
mate number then?

Skri Gopalaswami: In Pakistan?

Dr. Deshmukh: Yes.
Shri Gopalaswami: In Pakistan I

believe the estimate of persons to be 
recovered still is somewhere about
6.000 or 7,000.

Shri Syamnandan Sahaya: Will Gov
ernment be pleased to state if among 
the recovered women, there are some 
whose relations are still in India and 
whether they have been returned to 
their relations in India?

Shri Gopalaswami: I take it the hon. 
Member is referring to Muslim women?

Shri Symanandan Sahaya: Yes.
Shri Gopalaswami: In some cases 

there are in India relations of such 
abducted Muslim women and they have 
been returned to their relations in 
India.

Shri Deshbandhu Gupta: May I
know, with regard to the answer given 
to part (c) of the question, whether 
Government have any reason to infer 
that Pakistan has slackened its efforts 
in the recovery work? ^

Shri Gopalaswami: The figure for 
the particular month will give that 
superficial impression, but taking the 
six months ending 30th June last, I 
thinlt the figures are not so disappoint
ing. About 450 ^nd odd cases were 
recovered during the six months.

Shrimati Ammu Swaminadhan: May
I ask the hon. Minister if, when these 
recovered women are sent back either 
to India or Pakistan, there is any re
luctance on the part of these women to 
go back either to India or to Pakistan, 
because they have been staying and 
have already got a family w’ith the 
people they are living?

Shri Gopalaswami: There have been 
a few stray cases of that sort, but the 
overwhelming majority of people re
covered do wish to go back to their 
relations.

Shri Chattopadhyay: Can the hop. 
Minister give an idea as to how much 
has so far beca spent by the Search 
Service Organisation?

Shri Gopalaswami: I would like to
have notice of that question. '

Shri Kamath: May I know why this 
particular subject relating to displaced 
persons is allotted not to the Minister 
for Rehabilitation but to the Minister 
for Transport, Railways and States? 
I wonder whether the Prime Minister 
can throw any light on it.

TTie Prime Minisiier (Shri Jawaharlal 
Nehru): The subject has very little to
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do with rehabilitation. It has to do 
with External Affairs because it mea*is 
dealing with Pakistan. It Is really, 
in charge of External Affairs. But 
from a very long time past my hon. 
colleague the Minister for Railways 
has been in charge of it. through Ex
ternal Affairs.
' • ^

Shri R. K. Chaudhuri: Has he any 
expert knowledge of this matter, Sir?

Shri Gopalaswami: Not about the 
abductions but about the recovery of 
abducted persons!

D isplaced  P e r so n s  f r o m  O ccupied  
K a s h m ir

*272. Gianl G. S. Musailr: Will the 
Minister of RehabUitation be pleased 
to state:

(a) the number of Hindu and Sikh 
displaced persons who have come to 
the Punjab from the occupied areas 
of Kashmir during the quarter ended 
on the 30th June, 1951;

(b) what arrangements have been 
made for their rehabilitation; and

(c) whether they get all the facili
ties that Hindu and Sikh displaced 
persons from Pakistan enjoy in India?

The Minister of State for Rehabilita
tion (Shri A. P. ^ain): (a) 933.

(b) Kashmiri displaced persons re
ceived from Pakistan are flrst admitted 
in Amritsar Transit Camp. From
there they are sent to relief camp Yol 
except those who at their own request 
are sent to places of their choice in 
Jammu and Kashmir State. The dis
placed persons sent to Yol camp will
be rehabilitated in Jammu and
Kashmir State along with other inmates 
of Yol camp when Jammu and
Kashmir Government are able to offer 
land and other facilities. The question 
of their rehabilitation is under agtive 
consideration of Jammu and Kashmir 
Government.

(c) Rehabilitation of displaced per
sons in Jammu and Kashmir is the 
responsibility of Jammu and Kashmir 
State Government and they follow 
standards according to their needs and 
resources.

^  j u t

tS J  lr<

)jf jiAfc ^xS

LUsJ fS J l !

[Gianl G. S. Musaflr: Will the hon. 
Minister please tell the number of

Hindus and Sikhs left in the occupied 
areas of Kashmir who have yet to bê  
evacuated?]

sft ifto st5;t TT

?ft 5 ff ^

•FI qWT t  I

[Shri A. P. Jain: This question does 
not quite relate to me, nor do si have 
any such infd^mation.]

p rr

irv 'sml’T v<

[LaU Acbint Ram: WiU the hon. 
Minister please state what time will it 
take for the Jammu and Kashmir Gov
ernment to arrange for land for these 
displaced persons in order that they 
may be rehabilitated?]

t ,  m <  ^  ftr

^  I

[Shri A. P. Jain: Efforts are being 
made, but I cannot say by what time 
they would be able to offer them 
lands.]

)}> Cl*"

£  1=̂  U **

J  ‘ L
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[Giani G. S. Musaflr: I should very 
much like to ask a question from the 
hon. Minister. Of the persons who 
have come to Jammu and Kashmir,
some belong to nutside pln^es, riz,, 
West Punjab. Have any arrangements
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t)een made for them also as for the 
Test of the refugees?]

“ iT f7T?f 3fr T t f  ^  %

« r « T  f t n r r  s t r i t  f  i

^  r̂ir anjeraT; #  m r

■«n?rT?f, ^  ^  f ,

anr< arfi? ^*< t
^  TR5T feiT arwT 11

[Shri A. F. Jaio; All refugees coming 
irom  occupied Kashmir are treated 
alike. First they are admitted in 
Amritsar transit camp. Then they are 
sent to Yol camp. Those who want to 

_go home are sent to their homes.]

P u r ch ase  of Jeeps

*276. Shri T. N. Singh: Will the
Mkiister of Wotks, Produetioii M d 
'Supply be pleased to state:

(a) whether it is a fact that Gov
ernment have made large purchases 
of re-conditioned jeep engines from 
«a  Indian firm; and

(b> whether these re-conditioned 
engines are incomplete and in unsatis- 
lactory condition, with many parts 
missing?

The Minister of Works, Production 
and Supply (Shri Gad^l): (a) An order 
tor 34 reconditioned jeep engines at an 
approximate cost of Rs. 20,000 was 
placed by Government with an Indian 
i&rm. '

(b) No. 14 have been delivered so 
far in good condition.

Shri T. N. Singrh! May I know 
whether it is a fact that a large num
ber of jeep engines reconditioned and 
re-assembled have been acquired by 
the Defence Ministry through my hon. 
friend’s Ministry?

Shri Gad^il: As I have stated in the 
answer, the Defence Ministry placed an 
order for 34 re-conditioned jeep 
-engines, and at the suggestion of the 
same Ministry that order was placed 
with the Indian firm. Out of these 
thirty-four, fourteen have been inspect
ed by the Defence Ministry" and they 
-were found acceptable and complete in 
all respects including clutch assem- 

\>\y, ply wheel and all units relating 
to the engines. These engines were 
fully serviceable and there were no 
deficiencies in them.

Shri T. N. Singh: Is it not a fact 
that besides the particular Arm to

which the hon. Minister has referred, 
there is another Indian firm who are 
the agents for such supplies and that 
they have supplied over 2,000 engines 
to the Defence Ministry?

Shri Gadgil: I have no idea about it, 
but, as I have stated, the demand was 
placed with this Ministry ^ d  at the 
suggestion of the Defence Ministry this 
order was placed with this particular 
Indian firm because it had the spare 
parts necessary for these engines and 
no other company had them.

Shri T. N. Singh: Is it not a fact 
that for the supply of jeep engines and 
jeep cars there is a j>articular firm in 
India which alone is the agent for 
such supplies from America?

Shri Gadgil: I do not know about it. 
But Jn regard to this particular matter 
this Indian firm had the spare parts 
which were necessary for these engines, 
and perforce the order had to be plac
ed with it.

Shri Sondhi: What is the name of 
this firm?

Shri Gadgil: Messrs. Allen Berry and 
Company Limited.

Dr. Deshmukh: May I know how 
many jeeos were sold to this company 
from the Disposals Department?

 ̂ Shri Gadgil: I require notice because 
it must have done three years ago.

Shri T. N. Singh: Since the name of 
the firm has been mentioned, may I 
know whether it is a faci that Messrs. 
Mahindra and Mahindra have supplied 
thousands of jeep engines to the 
Defence Ministry?

Shri Gadgil: I have no idea; I will 
make enquiries.

Shri Kamath: May I know, on what 
date this order was placed and v/hen 
the delivery of these fourteen or 
thirty-four jeep engines was made?

Shri Gadgil: The order was placed
early in 1941» and part delivery was 
made in the year 1950-51.

Shri T. N. Singh: Sir, this question 
was addressed by me to the '^Defence 
Ministry. It has been transferred to 
the Ministry of Works, Production ajid 
Supply with the result that the infor
mation that I wanted is not available.

Shri Gadgil: The question came to 
me fqr answer and I have answered it. 
I f  the hon. Member puts another ques
tion and insists on it being answered 
by the Defence Ministry it will be 
answered.
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Shrl Sondhl: Is it not a fact that 
this firm of Allen Berry and Co. was 
given very large disposal goods con
sisting of jeeps and parts in 1946*47 
and now we had to buy the same stuff 
for our own purposes at a very exor
bitant price?

Sbrl Gadgil: I do not know when 
and to what extent the firm received 
the disposal goods. But 30 far as the 
price factor is concerned the special 
concessional price of each engine is 660t 
—that is part of the contract—against 
3,300 ex-Bombay for a new engine.

An Hon. Member: 250 what? Rupees?
Slu-i Gadgil: Yes, Rs. 650.f

Shri R. K. Cbaodhuri: May I kno^ 
if the firm Allen Berry is a foreign 
firm as the name indicates or whether 
it is an Indian firm, if so which?

Shri Gadgil: The name undoubtedly 
is foreign, but the ownership is Indian.

Shri Hussain Imam: May I request 
the hon. Minister to explain why it is 
that an order placed in 1949 and npt 
completed to date is not being repudiat
ed or is not being enforced?

Shri Gadgil: As I have already stat
ed I am merely an agent to arrange
bargains. The Defence Ministry ask  ̂
ed me ‘ to buy 34 engines and then 
suggested this Company’s name. I put 
the order through. More than that I 
do not know.

Mr. Depaty-Speaker: Order, order. 
I will not allow any more questions.

Shri Syamnandan Sahaya: I am not
asking a question. I am addressing it 
to you. The hon. Minister stated that 
the cost of an engine is Rs. 250. Is it 
a toy engine or what?

Mr. Deputy-Speaker: Certain hon.
Members evidently read these questions 
at home but other hon. Members go on 
thinking while supplementary questions 
are being put by others and think of 
putting questions themselves, so much 
so they feel that they are obstructed 
when at the end of ten minutes their 
questions are not allowed. I would 
therefore request hon. Members to 
come prepared and be ready to stand 
up quickly instead of asking me to 
allow more time. We have taken suffi
cient ^ime over this question.I

Shri Sondhl: Supposing we find that 
on 50 per cent of the questions the 
Minister in charge or his deputy is 
absent, what are we to do? 50 per 
cent, of the questions today relate to 
the Ministry of Commerce and Indus
try. But none of them is here.

Mr. Deputy-Speaker: It so happened 
that the hon. Comnwrce Minister could 
not be here nor his deputy. I must 
have isued notices to hon. Members 
that they need not have come prepared. 
I shall advise the S^rctariat hereafter 
to give notice sufficiently in advance 
to hon. Members. Next question.

Dr. Deshmukh: In view of the clari
fication made and the difficulty ex
pressed, more supplementaries should 
be allowed.

Mr. Deputy-Speaker: Next question.

En tr y  of Indians into  N epal

*277. Shri S. N. Das: (a) Will the 
Prime Minister be pleased to statê  
whether Indians are now free to go ta 
any part of the territory of Nepal 
without passports?

(b) If not, has there been any 
negotiation on the question of free 
entry of Indians into Nepal?

(c) If so, how does the matter stand?*

The Deputy Minister of External 
Affairs (Dr. Keskar): (a) No. Pass
ports are required.

(b) No. •
(c) Does not arise.

Shri S. N. Das: May I know whether 
the Government is aware that Indians 
going to Khatmandu, capital of Nepal 
are asked to take permits at Birganj?

Dr. Keskar: Yes. Sir.

Shri S. N. Das: May I know whether 
the Government is taking steps to re
move the restrictions imposed on 
passengers going from India to 
Khatmandu?

Dr. Keskar: Yes, Sir. I might infornv 
my hon. friend that in the treaty of 
peace and friendship between India 
and Nepal there is a clause of recipro
city by which the citizens of both 
areas will have the same advantages 
and privileges that they get in other 
countries. After the passfhg of the 
treaty all the clauses* would have been 
implemented. Unfortunately the dis
turbances have broken out in Nepal 
and conditions have not yet stabilized 
but I will assure my hon. friend that 
very soon the difficulties to which he 
has made mention will be removed.

Shri S. N. Das; May I know how long 
would it take to come to this decision?

Dr. Keskar: Very soon.

Prof. S. L. Saksena: Is it not a fact 
that Nepal nationals can come to India 
freely?

Dr. Keskar: Yes, Sir.

tSubstituted by the Minister of Works, Production and Supply for the original*: 
figure ‘*250**—E.PP.
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Prof. S. L. Saksena: May I know why 
Indians are not pibmitted to go there 
Ireely.

Dr. Keskar: I just mentioned that 
things that were .existing before were 
due to custom and agreements that 
were in existence before the treaty. 
After the treaty we have had no tin^ 
to implement the treaty fully due to 
the disturbances that arose in Nepal 
but such a clause is there and it will 
be Implemented. It is also, I think, 
desirable for Government to imple
ment it and I am sure that as soon as 
possible, it wiU be put into action.

Prof. S. L. Saksena: In view of the 
-very close relations between lodia and 
llepal, is it not possible to have no 
passports and allow free entry on 
"both sides?

Dr. Keskar: Reciprocity means the 
isame thing and because the Nepalese 
come free to India.

Prof. S. L. Saksena: When do you
think Indians will bê  able to go there 
freely?

Dr. Keskar: It is very difficult to 
anticipate, but as I ,said conditions are 
returning to normal in Khatmandu 
very soon and I hope that this will also 
he implemented very soon.

Mr. Deputy-Speaker: Next question.
L ignite  M ineral  ,

*278A. Shri Amolakh Chand: Will
the Minister of Works, Production and
Supply be pleased to state:

(a) the progress made by the Ame
rican experts in the se£u:ch of Lignite 
mineral in the South Arcot district till 
the 30th June, 1951;

(b) the amount spent thereon;

(c) whether the expenditure is met 
from the sum allotted for the Point 
Four Programme: and

(d) the other minerals to be explor* 
€d or exploited under the Point Four 
Programme mentioned above?

The Minister of Works, Production 
and Supply (Shri Gadgil): (a) A  senior 
U.S. Bureau of Mines official undertook 
a preliminary survey of the lignite 
deposits in ^u th  Arcot District in 
January, 1951; his recommendation for 
the Constitution of a Committee of 4 
Engineers of whom one should be an 
American Mining Engineer, under the 
Point Four Programme to continue the 
investigations has been accepted by 
the Government of India and the Gov
ernment of Madras. The selection of 

’ this Mining Engineer is engaging the

attention of the Government of the 
United States of America.

(b) and (c). Do not arise.

(d ) Examination of certain areas 
xiontaining manganese deposits in the 
Madhya Pradesh and of the Zawar 
lead Zinc mines in Kajasthan is being 
undertaken by the Geological Survey 
of India in collaboration with a Geolo-

fist obtained under the Point Four 
'rogramme. The Geological Survey of 

India have no project which will be 
run exclusively by American experts 
under Point Four Programme.

Shri Amolakh Chand: May I know 
the number of American and Indians 
conducting -the operations?

Shri Gadgil: As I have already stat
ed there will be a Committee of four 
Engineers and one of them will be a 
Mining Engineer from the U.S.A. As to 
how many persons will be Indians when 
work starts is a matter of further 
detail. "

Mr. Deputy-Speaker: Next question.

L oans to D isplaced Fam ilies  
IN B ihar

*281. Dr. Ram Subhag Singh: (a)
Will the Minister of Rehabilitation be 
pleased to state the number of dis
placed families in the State of Bihar 
to whom agricultural loans have been 
given?

(b) What is the amount of loan 
given to each displaced family?

The Minister of State for RehabiUta- 
tion (Shri A. P. Jain): (a) 121.

(b) An average of Rs. 1,200 per 
family.

Shri R. K. Chaudhuri: Is it a fact. 
Sir, that a large number of persons 
taking agricultural loan from that pro
vince have since been displaced from 
that province and have gone to Bengal. 
I should also like to know what policy 
the Government is going to adopt to 
recover the loans in such cases?

Shri A. P. Jain: I do not think that 
persons who have received agricultural 
loans in Bihar have gone to Bengal.

Mr. Depnty-Speaker*. Next question.

F lats for M embers or P arliament

♦284. Shri Dwivedi: Will the Minis
ter of Works, Production and Supply
be pleased to state:

(a) the number of flats constructed 
or under construction for M.Ps.;

(b) the cost of building, furnishing, 
electrification and other equipment>i 
etc., per flat under construction for 
Members of Parliament;
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(c) whether any decision has been 
made with regard to rent per month 
per flat;

(d) if so, the rate of rent, etc.:
(e) when the flats arq likely to be 

available for residential purposes for 
Members of Parliament: and

(f) whether garages are attached to
these flats? •

The Deputy Minister of Works, Pro
eduction and Supply (Shri Buragohain):
(a ) The number of flats constructed oi* 
imder construction for M.Ps. is 252; 148 
•on North Avenue and 104 on South 
Avenue in New Delhi.

(b) A  statement is laid on the Table 
of the House. [See Appendix II, 
annexure No. 23.]

(c) The monthly rent has provi
sionally been worked out and is sub
ject to revision with retrospective effect 
on the basis of actual completion costs.

(d) A  statement is laid on the Table
of the House. [See Appendix II, 
annexure No. 23.] ,

(e) Twelve flats have been completed 
and allotted to M.Ps. 100 flats will be 
ready by November, 1951 and the 
balance by the end of December, 1951.

(f )  52 garages are also under con
struction for these flats.

Shri Dwivedi: May I know if the 
allotments to certain Members of 
Parliament are also under considera
tion?

.Shri Buragohain: The allotment of 
12  flats have already iDeen made to 
Members of Parliament.

Shri R. K. Chaudhuri: Will allot
ments be made by lottery or any pre
ference will be given to Assam?

Shri Buragohain: The allotments are 
made on the advice of the House Com
mittee of Parliament.

Dr. Deshmukh: Are any flats expect
ed to be ready in the course of this 
year?

Shri Buragohain: Yes, Sir. I think 
that about 50 flats are structurally 
complete but they have to be finished 
and furnished.

Shri Dwivedi: May I know, the allot
ments are being made on a permanent 
basis or sessional basis?

Shri Buragohain: There is no con
cessional basis. So far, it has been 
decided to hdve two sets of rents, one 
for the session and another for the 
non-session period.

Shri Dwivedi: What is the difference?

Shri Buragohain: That will be found 
in the statement that I have placed on 
the Table of the House.

Shri Sidhva: Give us an idea.

Shri Buragohain: For *A’ type houses 
rent ynder F.R. 45-A is Rs. 68 and 
under F.R. 45-B Rs. 170. The rent 
for furniture under F.R. 45-A for A 
flats is Rs. 37 and under 4,5-B is Rs. 49. 
For B Type of flats Rs, 80 under F.R. 
45-A and Rs. 200 under 45-B. Rent 
under F.R. 45-B will be charged in 
non-session period.

Shri Sidhva: Inclusive o f  furniture?

Shri Buragohain: Furniture for B
type flats is Rs. 46 under F.R. 45-A 
and Rs. 62 under F.R. 45-B. For a C 
type flat Rs. 93 under F.R. 45-A and 
Rs. 233 under F.R. 45-B and Rs. 50 
for furniture under F.R. 45-A and 
Rs. 67 under F.R. 45-B.

WRITTEN ANSWERS TO QUESTIONS 

Colliery  L abour

2̂69. Pandit Munishwar Datt 
Upadhyay: Will the Minister of
Labour be pleased to state:

(a) what is the total numbc r̂ of 
labourers employed in coal mines;

(b) what is the housing accommoda
tion so far provided for colliery 
labour; ^

(c) whether there is any subsidy 
scheme for the provision of housing 
accommodation; and

(d) how are the employers avail
ing of this scheme?

The Minister of Labour (Shri 
Jagjivan Earn): (a) 3.35,897.

(b) In addition to the acconunoda- 
tion provided by colliery managements,
1,798 houses have so far been construc
ted by the Coal Mines Labour Welfare 
Fund and 355 houses are under con
struction.

(c) Yes.

(d) Applications for construction of 
193 houses have been received so far, 
under the subsidy scheme, from ten 
collieries.

Staff C ars

*283. Bahu Gopinath Singh: Will the 
Minister of Works, Production and 
Supply be pleased to state:

(a) the number of staff cars which 
are at present in use in his Ministry 
and attached oflRces located in Delhi;
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(b) .whether these cars are used only 
for journeys in connectiou with Gov
ernment work within the State of Delhi 
or these are also used for journeys 
outside Delhi; and

(c) if it is the latter, the place or 
places visited during the period from 
1st January, 1951 to 30th June, 1951 
and the circumstances in which it was 
found necessary to perform the jour
neys outside Delhi in staff cars instead 
of by rail?

The Minister of Works, Prodaction 
and Supply (Shri GadgU): (a) Six.

(b) Normally the cars are used for 
journeys within the State of Delhi. 
In very exceptional and rare cases, 
however, they are used for journeys 
outside Delhi witli the approval of the 
competent authority, v iz , the Secre
tary of the Ministry.

* (c) During the period 1st January, 
1951 to 30th June, 1951 the staff car 
was used twice for journeys outside 
Delhi. The journeys were to Simla 
and Someshwar and in both cases the 
journey by car instead of by rail was 
in the public interest.

Sh ri G o rw ala 's Report

50. Shri Kamath: Will the Prtane
Minister be pleased to refer to the 
answer given to starred question 
No. 2261 asked on 15-3-51 regarding 
Shri Gorwala’s Report and state:

(a) whether the report has been
submitted; •

(b) its main recommendations; and

(c) whether a copy thereof will be 
laid on the Table of the House?

The Prime Minister (Shri Jawaharlal
Nehru): (a) Yes. - .

(b) and (c). Copies of the report 
have been placed in the Library and 
have also been supplied to Members 
of Parliament.

Dhotis AND Sarees

51. Shri Kamath: Will the Minister 
of Commerce and Industry be pleased 
to state:

(a) whether any States are still 
scarce in dhotis and sarees, ^nd if so, 
whichJ and

(b) when the scarcity is expected 
to be relieved?

The Minister of Commerce and 
Industry (Shri Mahtab): (a) and (b). 
No scarcity as such of dhotis and 
sareeŝ  nas been reported by any of 
the States but some of them have 
asked for increased allotments of

specific categories of these varieties. 
There has been ieloy  in movement of 
cotton textiles dtie to heavy move
ment of imported foodgrains and cloth 
allocated in May 1951 is still on its way 
to many of the consuming centres. As 
soon as these reach the States, and are 
distributed there, should be sufficient 
supply.

Coal T ransport A dvisory  
Committee

52. Shri A. C. Goha: (a) Will the
Minister of Works, Production and 
Supply be pleased to state whether 
there is a Coal Transport Advisory 
Committee?

(b) I f  so, when and how has it been 
composed and how often does it meet?

(c) What are its functions, as dis* 
tinct from those of the Coal Advisory 
Committee? ‘

The Minister of Works, Production 
and Sttpply (Siiri Gadgil): (a) Yes, Sir.

(b) The Coal Transport Advisory 
Committee was constituted in January,
1948 and is composed of the follow
ing members with a non-official 
Chairman.

Chairman.—Shri Biren Mookerjee.
Members— 1. Chairman, Calcutta • 

Port Commissioner and/or his repre
sentative.

2. Coal Commissioner to the Govern
ment of India and/or his representa
tive.

3. General Manager, E.I. Railway 
and/or his representative.

4. General Manager, B. N. Railway 
and/or his representative.

5-6. Two representatives of Shipping 
Companies.

7—9. Three representatives of Col
liery Owners—One each froip the
I.M.A., I.M.F. and I.C.O.A.

10— 13. Four representatives of 
Labour—one each from the All-India 
Railwaymen’s Federation, All India 
Trade Union Coagress, the Indian Na
tional Trade Union Congress and the 
Bihar Khan Mazdoor Federation.

‘ 14— 17. Four representatives of con
sumers one each from the India 
Chamber of Commerce. The Bengal 
Chamber of Commerce, the Bengal 
National Chamber of (Commerce and 
the Coal Consumers Association of 
India.

The meetings of the Committee are 
normally held quarterly, but for 
special reasons the Chairman or the 
Coal Commissioner can have the meet^ 
ings convened earlier.
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(c) The Coal Advisory Committee 
discusses problems relating to the coal 
industry in general,^while the Coal 
Transport Advisory, Committee reviews 
the coal tra^isport position on the E.I. 
Railway and B.N. Railway and at the 
Calcutta Docks, with particular refer
ence to reasons for shortfall in load
ings, short allotment of wagons, can
cellation of wagon indents, limitations 
and restrictions imposed by Railways, 
pilot capacities, etc.

D ibplacxd  P e r so ns  in  B ih ar  
AND O r iss a

S I Shri A. C. Goha: Will the Minis
ter of Behabllitatioii be pleased to 
state:

(a) the number of Cast Bengal dis
placed persons at present in Bihar 
and Orissa camps;

(b) the number of Cast Bengal dis
placed persons already rehabilitated 
in Bihar and Orissa; and

(c) whether in view of a large 
number of desertions of displaced 
persons from Bihar and Orissa camps. 
Government have any revised scheme 
for rehabilitating the displaced per
sons in Bihar and Orissa?

The Minister of State for Rehabilita
tion (Shri A. P. Jain): (a) Bihar—
6,832.

Orissa— 1,196.
(b) Bihar—7,686.
Orissa—9,643.
(c) During the course of his visit 

the Rehabilitation Minister suggested 
certain modifications of schemes which 
have been carried out.

R ent p r o m  E vacuee  P roperty  
in  India

54. Shri Kam ath: Will the Minister
of Rehabilitation be pleased to refer 
to the answer given to xpy Starred

Question No. 4736 asked on the 31st 
May, 1951 regarding rental income 
from evacuee properties and state:

(a) whether it is a fact that certain 
persons in Pakistan have been regular
ly receiving from Government rental 
income from evacuee property left 
behind by them in India; .

(b) if so, who and how much each 
has received annually; and

(c) the reasons why rental income 
is being paid to them?

The Minister of State for RehabiUta- 
tion (Shri A. P. Jain): (a) No.

(b) Does not arise,
(c) Does not arise.

In d ia ’s D em and  in  r e t u r n  for  
Su p p l y  of R ice to C e y lo n

55. Shri Kamath: Will the Prime
Minister be pleased to state:

(a) whether the attention of Gov
ernment has been drawn to the state
ment made recently by the Ceylon 
Prime Minister to the effect that India 
demanded citizenship rights for all 
Indians in Ceylon in return for the 
supply of rice; and

(b) whether the aforesaid charge 
brought by the Ceylon Government 
against India is correct?

The Deputy Minister of External 
Affairs (Dr. Keskar): (a) Yes.

(b) No. It was promptly reported 
by our High Commissioner, The I 
Ceylon Prime Minister later is report
ed to have explained that his reference 
was to talks with officials of the Gov
ernment ot India soon after the out
break of the last war. There is no 
reference to this in our old records.

208 ^.S.D.
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PARLIAMENTARY DEBATES
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PAR LIAM EN T OF INDIA
Thursday, 16th August, 1951.

The House met at Half Past Eight
of the Clock.

[M r . D e pu t y -S pea ke r  in  the Chair]
QUESTIONS AND ANSWERS ^

(See Part I)

iJ-30 A.M.

INDIAN EXPLOSIVES (AMEND
MENT) BILL

The Deputy Minister of Works, Pro
duction and Supply (Shri Buragahain):
1 beg to move for leave to introduce
a Bill further to amend the Indian
Explosives Act, 1884.

Mr. Deputy-Speaker ; I would like
to say that hon. Ministers have cer
tainly the right to ask another hon. 
Minister to move a particular Bill. But, 
Â hen a Bill stands in the name of an 
honr Minister, if another hon. Minister
moves, he must say, “On behalf of so
and so, I move” . Otherwise, the pro
ceedings will be incomplete.

The Minister of Works, Production
and Supply (Shri Gadgril) : . If that is 
the desire, Sir, I am quite willmg to do
so. But, as the Chair is aware, some
division has got to be done with res  ̂
pect to the work in the Ministry. Some
work has been given tc the hon. Deputy
Minister. If the Chair insists, I am 
quite willing to move.

The Prime Minister and Minister of
External Affairs (Shri JawaharW
Nehru): There is no question of the 
Chair insisting; that is only a proper
procedure suggested by the Chair. There
is no question ol division of work. It w 
a formal procedure, which is perfectly
correct.

Mr. Deputy-Speaker: The hon. Minis
ter has perhaps misunderstood me. I 
have not said that the hon. Minister
221 P. S. D.
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ought not to divide the work between
himself artd his Deputy Minister. When
in the Order Paper a motion stands in
the name of an hon. Minister, to make
the proc^dings complete and to avoid
all misunderstanding, any other hon. 
Minister who takes upon himself the
responsibility to make that motion, must
say, “ I move on behalf of so and so” . 
That is all I have suggested. It is only
a formal thing.

The House will now proceed with
the further consideration of the 
following motion moved by the hon. 
Shri C. Rajagopalachari on the 13th 
August. 1951:

“That the Bill to confer on the 
President.......

«r> : TTT̂ T?ft?T ^

f r o q fr  fSTT t  i

IShri Bhatt (Bombay): Sir, that Bill 
has not yet been introduced.]

Mr, Deputy-Speaker: Unfortunately, 
in the midst of our discussions, I forgot
to follow the usual procedure. The
Deputy Minister has moved the motion.

The question is :
; ‘That leave be granted to

introduce a Bill further to amend
the Indian Explosives Act, 1888.”

The motion was adopted.
Shri Buragohain: I introduce

Bill.
the

PUNJAB STATE LEGISLATURE
(DELEGATION OF POWERS)

BILL—contd.
Mr. Deputy-Speaker: The House will

now proceed with the further consi
deration of the followir^ motion moved
by the hon. Shri C. Rajagopalachari on
the 13th August, 1951 :

“That the Bill to confer on the 
President the power of the Punjab
State Legislature to make laws and
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[Mr.y Deputy-Speakerl 
to authorise hipi to delegate such 
power to any other authority, be 
xaken into consideration.”
The Minister of Home Affairs (Shri 

Bajagopalachari): I wish to ask the
House to permit me to put it off till 
tomorrow because, in view of the 
discussion that was held, Government 
is trying to see how far they can adjust 
the Bill to suit the wishes of the House.

Mr. Deputy-Speaker: The Bill will
stand over.

Shri Kamath (Madhya Pradesh) ; I 
am sorry to have to state, I am 
constrained to say that this session bids 
fair to go down in history as having 
been remarkable for legislation by fits 
and starts- The House will remember 
that the first Bill on the very first day. 
Parliament Prevention of Disqualifica
tion Bill that was taken up, was held 
over. The second one, relating to 
Ancient and Historical Monurnents 
Introduced by the hon. Minister, 
Maulana Abul Kalam Azad that was 
discussed in part, was held over. Then, 
the Resolution on the Convention for 
the Suppression of Prostitution and 
other matters that was partly discussed 
again, was held over. Now, again, the 
Punjab Bill has been discussed in part 
and is being held over. I think it is 
not quite proper or fair to the House 
that so many should be part discussed 
and held over. This is the first Session 
when this is happening. I would request 
the hon. Home Minister to let the House 
know why it is being held over.

Shri Sidhva (Madhya Pradesh) : He 
has said that.

Shri Rajagopalachari: I wish to
congratulate the hon. Member for these 
observations. It will go down in history 
in a way : in this way, it would show, 
that the Government is ever willing to 
react to the wishes of the House.

Mr. Depoty-Speaker: I am really
surprised at the observations made by 
Mr. Kamath. far from welcoming such 
a move on the part of the Government, 
that instead of rigidly sticking to what
ever they have brought before the 
House, they are prepared to adjust 
themselves to meet the wishes of the 
House. I . would not only allow it to 
be postponed for a day, but for two or 
three days so that iu the meanwWle 
Members can sit together and evolve 
a common formula. There is absolutely 
nothing wrong in this procedure. I 
would welcome such a procedure.

Shri Kamath: May I revuesc .you. 
Sir, that the general discussion of this 
Bill may go on, and clause by clause 
consideration may be held over?

Mr. Deputy-Speaker: The general
discussion has reference to the 
clauses. I am yet to see a discussion 
of a Bill on merely the preamble and 
having nothing to do with the clauses.

Dr. Deshmukb (Madhya Pradesh) ; 
The intention of my hon. friend 
Mr. Kamath was to point out how the 
Government very often tries to rush 
the Bills with the consequent waste of 
the time of the House,

Shri Sidhva: No; here are
instances....... '

Dr. Deshmukh: If the ordinary
procedure of referring the Bills to 
the Select Committee were followed...

Mr. Deputy-Speaker: Anything can 
be said against the Government. That 
is what has become unfortunately a 
habit nowadays. What I would only 
say is, there is no rushing. There is 
no intention to rush at all. We are 
going on leisurely. Otherwise, I am 
afraid, these become catch phrases, 
and get currency in the country that 
everything is being rushed through m 
this Parliament. G ov e r^ e n t  is 
anxious to have full discussion m this 
House. I would like to say emphati
cally that I will not allow any nis^ng 
in this house. I must congratulate 
the Government on their anxiety to 
give such opportunities to the House 
and to consider and reconsider before 
they take a final decision. I would 
not allow any impression to be 
created outside that we are ru sh i^  
through any busmess in this House.

Shri Rajagopalachari: If you will
permit me, Sir, to add to what you 
have so rightly stated, the discussions 
in this House are taken by the 
Government to be a reality and not 
a mere formality.

Dr. Deshmukh: On a point of
personal explanation. Sir,.......

Shri Sidhva: What is the personal
explanation?.......

Mr. Deputy-Speaker: Order, order.
No hon. Member should stand while 
I am on my legs. We will now pro
ceed to the next item.

INDIAN COMPANIES (AMEND
MENT) BILL

The Minister of State for Finance 
(Shri Tyagi): My hon. colleague,
Mr. Deshmukh being indisposed 
today, may I have your permission 
to move. Sir?

Mr, Deputy-Speaker: Yes.
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Shri T yagi: 1 beg to move :
“ That the Bill further to amend 

ite  Indian Companies Act, 1913, 
be referred to a Select Committee 
consisting of Shri M. Ananthasa- 
yanam Ayyangar, Shri B. L- 
Sondhi. Shri M. R. Masani, Shri 
T. A. Ramalingam Chettiar, Shri 
Prabhu Dayal Himatsingka, Shri 
Narendra P. Nathwani, Shn 
Brijlal Biyani, Shri Mathum 
Prasad Misra, Shri Banarsi Prasad 
Jhunjhunwala. Shri Manik Lai 
Gupta, Shri Ramnath Goenka, Shri 
Khandubhai K. Desai, Sl^i 
Syamnandan Sahaya, Shn M. 
Shankaraya, Prof. K. T. Shah, 
Sardar Hukam Singh, Shri H. N. 
Shahtri, Shri M. V. Ghule, Shri- 
mati Remika Ray, Shri S. V. Naik, 
the hon. Shri C. D. Deshmukh, 
and the Mover, with instructions 
to report by the 27th August, 
1951.”
As you are aware. Sir, the Indian 

Companies. Amendment Ordinance was
issued on the 21st of July.......

Shri Kamath (Madhya Pradesh); 
Date of report?

Shri T yagi: I have already mentioned 
the date; it is 27th August, 1951.

The present Bill is intended to give 
legislative sanction to the Ordinance.

The last war left in its wake many 
economic problems which have in no 
small measure impeded the ordered 
development’ of the country. In the 
field of joint stock enterprises, the 
evils of trafficking in Managing i^ency 
rights and cornering of shares in the 
open market with a view to acqu iri^  
control over the management of well- 
established and reputable companies 
have come prominently into light. The 
abuses complained of, have rec«iy ^  
a strong impetus from the activities 
of certain elements in the trade and 
industry of the country, which have 
been on the look-out for a suitable 
outlet for their fortuitous or ill-gotten 
gains, secured largely as a result of 
improper trade practices. Smce the 
owners of these funds are, by and 
large, traders, who have excelled m 
buying and selling rather than m 
promoting the expansion of existing 
industries or new  lines of manufacture, 
these surplus funds are sought to be 
utilised for the purpose of securing 
control over the management of 
existing well/-established joint stock 
entierprises. Several instences of l^is 
kind have already come to notice. The 
experience of the last few years have 
showsn that the primary object m 
acquiring control over management 
has been, not the progressive expan
sion or development of those under
takings. but the furtherance of the 
personal advantage of certain people.

to the detriment of investors and the 
interests oi the companies themselves. 
The object seems to be, lo t,et at the 
cash lesources and otiier reserves 
built up by tiiese companies and 
utilise these resources for further 
operations for securing control over 
other companies and other speculative 
activities. There is now a general 
expectation that the Indian Companies 
Act is likely to be considerably 
tightened up, as a result of the investi
gations of the Company Law Commit
tee, and consequently some people 
seem to be anxious to gather in full, 
the fruits of their devious market 
operations, before the Companies Law 
is amended. The same thought seems 
to have inspired another objection
able practice in company management, 
particularly noticeable during the last 
tew months, viz., the renewsd of 
Managing Agency Agreements, o.i 
revised terms, long betore the expiry 
of the period of the existing contracts. 
While in a few cases these revised 
agreements may have embodied some 
up-to-date methods and ideas in Com
pany management, they have been 
primary designed to further the 
personal interests of the management 
and to enable them to entrench their 
position against further amendments 
of the Company Law.

In the light of the background which 
I have described, it was felt for some 
time that action on the part of Govern
ment was necessary to arrest the 
malpractices mentioned which have 
resulted in a number of cases to fall 
in production and labour discontent
ment. It was thought at first tfcrat this 
could form part of the overall legis
lation to be enacted as a result of the 
recommendations of the Company Law 
Committee. Recently, however, we 
came to the conclusion that it was not 
desirable to wait any longer. It was 
previously expected that the Company 
Law Committee would be able to 
conclude its labours, and report to 
Government by February, 1951. 
Subsequently, it was found necessary 
to afford two extensions to the Com
mittee which is now expected to submit 
their report some time in October or 
November, 1951. The examination of 
the report and implementation c f its 
final recommendations are bound to 
entail a fair measure of delay. It was 
felt that the reforms embodied in the 
present Bill could not be delayed till 
then without causing definite harm. 
It was under these circumstances that 
Government decided to promulgate 
the Indian Companies ^toendm ent) 
Ordinance. It was essential to pro
mulgate an Ordinance to freeze the 
position as otherwise, the moment the 
intention to introduce a Bill was 
known, interested parties might have
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[Shri Tyagi] 
got busy to defeat the objects of the 
measure.

I refer now to the sailent features of 
the Bill. It provides for:

- (a) The prior approval of the 
Central CJovernment to be obtained to 
any change in the management of an 
existing company or fo any change m 
the constitution of a managmg agent 
company or to any alteration to the 

terms of appointment of management 
of any company:

(b ) Conferment of powers on Law 
Courts to intervene in the management 
of a company in cases of gross mis
management of a company s affairs by 
directors or managing agents or in 
cases of oppression of some members 
of the company; and

(c) The setting up of a C o m ^ s io n  
of three members to advise toe Central 
Government in the exercise of its 
powers.

Immediately after the 
Of the Ordinance referred to, the views 
of the Company Law Committee v^re 
obtained regarding its provisions. The 
Committee has furnished a report in 
which, while a g r e e i n g  in principle with 
the provisions of the Ordinance, it h ^  
suggested certain amendments. M em ^ 
randum containing the views of toe 
Company Law \
been circulated to hon. ^.embers. i 
generally agree with 
in the memorandum and it 
intention to move necessary amend
ments the Bill in the Select Com- 
Sittee. Most ol the amendments 
^leaested by toe Committee ^ e  
intended to improve the working of the 
measure. The only exception 
proposed amendment to clause 5 of 
tiie Bill to which I would draw the 
Stent^on of the hon. Members A 
criticism that has been made against 
tire Ordinance has been with regard 
to this clause which requires the prior 
approval of the Government to any 
change in the constitution of 
^ en c y  caused by a change m the
ownership of the ® feei
The Company Law Committee le ^  
that this clause as now worded, p r^  
vpnts any transfer of shares in the 
managing agency without the ap^oval 
of the Central .Government, however 
inconseauential it may be, and this is 
likely to restrict bona 
the shares of certain 
managing agency
shares of w l^ h  are quoted freely 
dealt in on the stock 
agree with the validity of 
and propose to move an am entoent 
in the Select Committee to remove 
this difficulty.

I trust that toe House will welcome 
toe enactment of the measure.

Mr. Deputy-Speaker: Motion moved:
“ That toe Bill further to amend 

the Indian Companies Act, 1913, 
be referred to a Select Committee 
consisting of Shri M. Anantoas^ 
yanam Ayyangar, Shri B. L. 
Sondhi, Shri M. R. Masani, Shri 
T. A. Ramalingam Chettiar, Shri 
^ a b h u  Dayal Himatsingka, Shri 
Narendra P. Nathwani, Shri 
Brijlal Biyani, Shri Mathura 
Prasad Mishra, Shri Banarsi 
Prasad Jhunjhunwala, Shri Manik 
Lai Gupta, Shri Ramnath Goenka,
Shri Khandubhai K. Desai, Shri 
Syamnandan Sahaya, Shri M. 
Shankaraiya. Prof. K. T. Shah, 
Sardar Hukam Singh, Shri H. N. 
Shastri. Shri M. V. Ghule, 
Shrimati Renuka Ray, Shri S. V. 
Naik. the hon. Shri C. D. Desh- 
mukh and the Mover, with 
instructions to report by the 27th 
August. 1951.”

Shri Hussain Imam (Bihar): I must 
voice my protest against the metood 
adopted by the Government. The reason 
why I protest is that this is not a new 
development which has cropped up all 
of a sudden. The Bombay share
holders’ Association published a book- 
,let on the subject long long ago. Even 
'toe  memorandum prepared by the 
Commerce Ministry mentioned these 
developments' in some detail and they 
had suggested remedies for checking 
them. Further there is the fact that 
even in this House many a time 
mention has been made of the 
vagaries and the ways in which the 
managing agencies are changing hands 
at the cost of the shareholders and 
without giving them any voice in the 
matter. While I have my full sym
pathy for the protection of good 
managing agents I must say that the 
way in which this Bill has been 
brought forward lays it open for the 
Government to perpetrate this most 
undesirable feature of company 
management in India. I for one not 
only now but since 1936, when this Bill 
wlas being considered, have opposed 

the managing agency system. I regard 
it as an incubus. In every place 
shareholders are losing money and 
companies have come down to 25 
per cent, of their paid up share value 
in toe markets and yet the managing 
agents are going merrily ^ e a d  and 
earning big commissions. Why should 
we go out of our way to perpetrate 
this system which has done nothing 
and is incapable of doing anything 
good for the future advancement of 
industry?
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Let me point out that in the past 
managing agents have done yeoman 
service and but for the system there 
would have been no industry in India. 
But today it is quite a different thing. 
The firms which started the system 
had only those who were very closely 
connected with therAselves. Some 
relations or friends assembled together; 
they had finance behind them and 
brought into being these industries. 
In times of crisis they were prepared 
to make advances. But today every 
one of them is converting itself into 
a limited liability company. In a 
limited liability public comany there 
is nothing to pick and choose. No 
service can be rendered by managing 
agency which the company itself 
cannot do, in regard to them one is as 
bad as the other.

Again there is the great advantage 
now which is available to industry 
in the shape of central and provincial 
government Finance Corporations, 
from which moneys are advanced of 
the order which managing agencies 
cannot dream of. I refer particularly 
to the advance made to Martin Bums, 
the Bengal Steel Co. and the proposed 
loan, as mentioned in reply to a 
question, to the Tata Iron and Steel 
Co. We are now thinking in terms 
of crores, then why at this time the 
Government should go out of its way 
to help perpetrate this system of 
managing agency without qualifi
cation? *

May I suggest that if anything is to 
be protected it must be examined 
whether it is working to satisfaction 
or not. If a change is brought about 
in managing agency, only then Govern
ment has taken power to intervene; 
but if no change is made by the pro
visions of the Bill a deterrent, is put 
in the way of the shareholders.

I would invite attention to the facts 
which were made available to us 
during the course of the enquiry. I 
may mention some instances. Rs.
12,000 a month is the office allowance 
of the managing agency in a company, 
whether it has a capital of Rs. 3 crores 
or only Rs. 20 lakhs. In a company 
with a capital of Rs. 20 lakhs for 12 
months the commission comes to Rs. 
1,44.000. Is it conscionable? When 
Government is going to preserve the 
system, should not they take power to 
ask that even if the managing agency 
is not changing these unconscionable 
allowances should be subject to Govern
ment control? It is for this purpose 
that I have intervened in the debate 
so as to suggest certain measures which 
the Select Committee might consider.

Firstly, wherever the managing 
agency terms are not very correct the 
Central Government should have 
power to ask them to change the 
terms according to the dictation of 
the Government This should also 
include the great drain on the share
holders which is taking place in 
Ahmedabad. I mention it, because it 
is most widely prevalent in that town, 
namely the system of commission on 
sales and purchases. By means of 
this managing agency firms are some
times making more than the amount 
of money which is distributed to all 
the shareholders combined. If we are 
going to perpetrate the managing 
agency system let us take power in our 
hands to remove all these evils.

Secondly, in this connection there 
has been complete unanimity in all 
the opinions we have heard, at least 
from the side of the non-managing 
agents, namely that the system of 
commissions over and above a fixed 
percentage of eight or ten per cent, 
profit should be stopped.

There is a third item which is of 
equal importance. Managing agents 
create fictitious firms, in which people 
who are really the creatures of the 
managing agents are appointed as 
selling or purchasing agents. This is 
going on right below the nose of the 
Government and yet no power is 
taken by them to check this abuse of 
the protection given under the comr 
pany law.

I refrain from referring to the 
points which I along with other 
members of the Company Law Com
mittee have included in our memo
randum, where we have given the 
almost unanimous opinion of the 
committee, on the improvements 
which, we regard as essential within 
the framework of the Bill placed 
before us. We did not suggest there 
the radical change that I am suggest
ing now. I reserved to myself the 
right to bring forward certain amend
ments if need be or make suggestions, 
if there is time.

One fact referred to in the menio- 
randum to which I would invite 
attention is that in the Ordinance and 
in the Bill no date has been fixed 
for the commencement of the pro
visions regarding the change of 
managing agencies. Probably the 
intention is that only subsequent to 
the date when the Ordinance was 
promulgated, any such # change in 
managing agency will come under the 
purview of this Act. The Committee 
felt that the 1st May, 1949 should be 
fixed. I am however of opinion that
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it should have retrospective effect 
from ‘the time when the Controller 
of Public Company Issues was 
appointed by the Government of 
India, which was sometime in 1945,

1 0  A  M because there are a large 
number of changes that 

have taken place. I had referred ttj 
the great service which the managing 
agencies had done to the Indian 
industries, I have referred to the fact 
that most of them were private firms, 
some registered, some unregistered, 
but since 1936 when the Company Law 
was -last amended most of them have 
converted themselves into private or 
public limited. liability companies. 
There ^re today, I think, less' than 
even 25 per cent, of the major 
managing agents who still continue 
to be firms with unlimited liability: 
most of them have convected them
selves into private limited liability 
companies. And ever since the end 
of the war there has been another 
change; they are now converting them
selves ‘ into public limited liability 
companies. Now in the case of a 
public limited liability company there 
is no continuity. The shares are 
freely saleable on the stock exchange; 
if you restrict their saleability a great 
harm will be done to the investing 
public because these shares are 
regarded as, almost next to treasury 
bonds, the safest securities. You can
not blow hot and cold in the s.nme 
breath. If you allow sales of managing 
agency company shares freely on the 
stock exchange, you naturally allow 
a change to take place in the com
plexion of the managing agency.

So the Government should decide 
as to what it wishes to do. Dx>es it 
wish to protect the public limited 
liability companies who are acting as 
managing agents? I would refer to 
the well-known nrm of Messrs. 
Martin Bums or for that matter 
Messrs. Rally (Inaia) Ltd. floated only 
a few months ago, I think during the 
discussion of the Budget in this 
House. Then there are other limited 
liability companies acting as managing 
agents—Tata & Sons, for instance. I 
am more conversant with the Calcutta 
side than with Bombay although I 
have heard of the Killick Nixons and 
others on the Bombay side which have 
also converted themselves into public 
limited liability companies. Among 
the suggestions placed before the 
country in our memorandum was one 
that no public limited liability com
pany can Ins the managing agent of 
another public limited liability com
pany. That is a very useful principle; 
you cannot have it both ways—^have 
the advantages of public limited 
liability and at the same time the
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capacity of an unlimited or a private 
limited liability company of making 
advances and giving help which you 
cannot do under the public limited 
liability system.

All these things are involved. I 
think Government has shown its hand 
a little too hastily. The least that 
they could have done would have 
been to invite som e-advice from our 
Committee. The Committee was 
adtting in Delhi and it would have 
been yery easy for Government to 
have asked us to give them some sort 
o f an interim report without indi
cating what they wished to do. Then 
we would have given them better 
material than we were able to do at 
the last meeting. Our last meeting 
was called on the 30th July.' Notices 
were sent to us on the 25th or 26th. 
From all the comers of India we 
assembled in haste at Calcutta and 
gave a hurried report because it had 
to be in the hands of the Government 
before Parliament opened. In view 
of this I would suggest to Government 
the desirability of less haste in passing 
this and other measures of this 
nature. Many interests are involved 
here. We are not perfectly certain 
that we have covered all sides of the 
question in the Committee meeting 
because we did not have enough time 
to consult people and to think over 
a matter which is of such great 
importance. I personally feel that 
there are other fields also connected 
with this matter which require equal 
consideration. The only advantage 
which this question has is that the 
people interested are big ones the 
managing agents are behind it, they 
want that they should be protected 
and therefore they can reach the 
Government and move it. The other 
interests are small ones; they cannot 
reach the highj^ circles of Govern»- 
ment and therefore their miseries and 
their troubles are not before the 
Government. I was just hunting up 
in yesterday’s proceedings the reply 
the hon. Finance Minister gave on the 
question of incom^tax incidents on 
contributions to political parties. Of 
all persons it is the shareholder that 
has no voice in this matter. He has 
no locns standi for going to court and 
asking that this contribution should 
not b" made, that it is * not in the 
interest of the shareholders, that it 
should come before the shareholders 
for confirmation. At present no 
sanction of the shareholders is 
required in these cases. Is this the 
state of affairs which should prevail 
in a democracy? The shareholders 
are as much the owners and pro
prietors of the concern as we the 
people of India are of our homeland. 
It was on this issue that we fought 
the British; that good government is
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no substitute for self-government. 
Then is it meet and proper that the 
shareholders have no right, even the 
Government have no right, in stopping 
these people from spending money 
like this? This is only an illustration, 
I am not attacking the particular case 
but only giving you an instance from 
the proceedings of the House to show 
that neither the Government nor the 
shareholders have any right.......

Shri Tyagi: I might remind my
hon. friend that in the reply ̂ it was 
stated that even a small shareholder 
could stop this waste of money.

Shri Hussain Imam : Only the
creditors and the contributors have 
the right to go to court. That is what 
Mr. Deshmukh said—I am quoting it 
from his reply. ^

The Minister of Food and Agri
culture (Shri K. M. Munshi): The
Law is very clear. Any shareholder 
can go and stop waste outside the 
memorandum of association—it is too 
plain for words.

Shri Hussain Imam: Mr. Munshi is 
a very clever lawyer and he knows 
that the managing agents protect 
themselves by providing in the memo
randum and articles of association 
sufTicient latitude; the latitude allow
ed was one of the points on which we 
felt very strongly. There must be 
one objective for which a company is 
started. An instance was quoted in 
the last Session of a company which 
was formed to run an airways but it 
invested all its money by a l̂oan to 
another company. These things are 
allowed. And it was not a small 
company— it had a capital of Rs. 2,5 
crores. It never started the work for 
which it was floated, never bought a 
single aeroplane, but invested all its 
money in another sister concern of 
its own. There are hundreds of such 
instances. I am. particularly refer- 
ing to this matter because here there 
are things which Government could 
do without any legislative sanction 
and at least those things should be 
done.

i^et me refer to the Capital Issues 
Department. At the mftment it is a 
very neglected department. Govern
ment in its usual way has treated it 
very parsimoniously; it has not got 
sufficient staff nor can the higher ofifi- 
cers devote enough of their time to it 
because they have so many things on 
their hands. Is it not necessary that 
when you give your sanction for a 
capital iSv'̂ ue you should insist that the 
managing agency terms should con
form to certain standards approv^ed by

you? This is the ordinary responsi- 
'bility which Qovernment owes. 
Shareholders see the glowing picture 
given in the prospectus and invest 
their mone3% only to find subsequent
ly that there is nothing to be had. 
The Controller of Capital Issues is 
protected by a formula which he 
writes in the very beginning, that he 
does not hold himself responsible for 
any of the contents therein. His 
concern is only to see whether the 
capital issue at the moment clashes 
with Government’s borrowings and 
requirements. He also sees whether 
there - is a dispersal of industry. 
Beyond this, he does not go into the 
merits. Is it not necessary that 
Government should have an objec
tive? It should not be a roving 
thing as it is today. None knows 
better than Mr. Munshi that Memoran
dum is all-embracing and can and 
does include anything from A -to  Z. 
There is no provision that there should 
be one particular objective and that 
everything should be ancillary to that 
objective. For instance, a textile 
mill is carrying on the work of sugar 
manufacture. It is carrying on the 
business of oil crushing. Everything 
is being taken up. The question is 
asked: What are the companies to
do if they have surplus money? The 
answer is simple: They must start
more textile mills. Is there not 
enough room for textile mills? So, 
the objective should be one. You can 
take loans. You can give loans. But 
they must be correlated to each other. 
So, my first point is that capital issue 
must be strengthened.

Then, a standard form of managing . 
agency contract should be there. 
Anyone who wants to float a company 
should conform to it. If he does not, 
he should not be permitted to float 
any company in India. We expect 
Government to put its foot down oh 
this kind of cajoling and defrauding of 
the public of their hard earned money.

Secondly, I refer to the fact that 
there is no power vested in the 
Government on the lines of Section 210 
of the British Companies Act, in which 
suo motto Government has the right 
to intervene and examine the affairs 
of a company. It is very essential 
when we are protecting the managing 
agents then the Government should 
be asked to do something on those 
lines. Unless you give Government 
sufficient power to check the mischiefs 
o f the managing agents, I for one 
would not be a party to safeguarding 
the lot of managing agents, whom I 
regard as at best as a necessary evil 
where they are to be retained. I 
would have very much welcomed
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annoimcement from the Government 
th^t a plan Jias been formed by the 
Planning Commission by means of 
which at the expiry of five or ten 
years the whole system of managing 
agents would be abolished. Tbe 
country is sick of them. It is only 
because we are jumping from the 
frying pan into the fire, that is to say, 
that one managing agent who had 
some S3rmpathy with the shareholders 
has been ousted by a group of people,—  
it is only because of that, that we 
welcome this measure. During the 
Budget discussion I had given instan
ces as to how tJje new set-up has 
ruined the existing shareholders and 
investors. I mentioned one company 
which had a capital of Rs. 8 lakhs and 
reserve of Rs. 25 lakhs. In three 
years that reserve was exhausted. 
There are a large number of similar 
instan'ces. I want that this measure 
should not be hurried. It should be 
fully considered and expert advice 
should be taken from those who are 
conversant with all the evils of the 
managing agency system. Something 
should not be done to preserve them 
all. but to preserve them as a better 
and a more helpful organisation, and 
any managing agent who does not 
conform to this standard should be 
turned out. You should have the 
power to examine managing agency 
contracts, change or no change. 
Change is not the only thing in regard 
to which you should interfere. If 
you want to interfere, interfere wholly 
and scrap the undesirables. Then 
and then only will India be grateful 
to you for this measure.
 ̂ Dr. Deshmukfa (Madhya Pradesh): I 
heartily welcome the Bill before the 
House. The very fact that Govern
ment had issued an Ordinance em
bodying more or less the. provisions 
which are now before us shows that 
there was urgent necessity for Govern
ment’s interference in this case. But 
I would like to point out that this is a 
very delicate matter. My hon. friend 
who has just sat down has shown very 
often his somewhat surprising and 
suspicious fervour against the capital
ists and against all people who become 
wealthy or are rich. I do not know 
of what dimensions he is a zamindar, 
but I do know that he is himself a 
zamindar.

Shri Hussain Imam: Not a bloated 
capitalist.

Dr. Deshmukh: But be belongs to a 
class of exploiters. So it is good to 
have one exploiter shouting against 
another. But sometimes his vehe
mence becomes somewhat suspicious

and although there are many good 
suggestions that he has made, I do 
not know if it would be wise on the 
part of' Government, without proper 
circumspection, to approve of all of 
them. He himself had to admit that 
the managing agency system had done 
immense good to the coimtry...

Shri Hussain Imam: In the past.
Dr. Deshmukh:.......and without its

existenee the present industrial expan
sion would not have been there. I 
am fully conversant with the unlimit
ed unscrupulousness that exists so far 
as managing agents are concerned and 
if one were to catalogue the various 
things that these people resort to, it 
would be a document worth preserv
ing. There is no doubt however, that 
we have to adopt a middle course. 
We cannot just with one stroke of the 
pen abolish managing agents. On the 
other hand, we cannot also allow them 
to have free play. So the remedy 
lies in paying as much attention and 
exercising as much supervision over 
the managing agents as possible and 
administeriiig as much corrective to 
them as may be possible for Govern
ment to do. It is from that point of 
view that I consider that the provi
sions which are embodied here are 
more or less reasonable. The attempt 
is not to stop the managing agencies 
from coming into being but to stop the 
abuses that they resort to from time 
to time. I also welcome the move 
that the Bill is to be referred to a 
Select Committee. When I wanted to 
accuse Government of rushing legisla
tion I only meant this as a rule when 

Bills come from Government, however 
small they may be. they are important. 
Very often, because there are a 
few clauses Government think that 

it is a simple Bill and we should 
immediately go through it. But our 
experience shows that in many ins
tances there are many pros and cons 
of the situation which were not con
sidered and were not before Govern
ment, with tbe result that ultimately, 
after spending some time here, the 
same procedure of referring it to a 
certain group of people or certain 
Members has got to be followed. 
A suggestion which I want to make 
in this connection is that a reference 
to Select Committee should be the 
ordinary method or ordinary mode o f 
procedure in this matter. If this 
were done, there would be much 
saving of time and many points which 
we have to urge here, could be put 
before the Select Committee. I 
therefore welcome the move to refer 
this Bill to the Select Committee and 
thank the hon. Minister for th«
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assurance that all the criticisms made 
against the provisions of the Bill and 
the suggestions put forward would 
be fully taken into consideration. 
Though the Bill may be a brief one, 
it is of vital importance. Although 
there is considerable sympathy for 
the proposition that the managing 
agency system should be abolished, I 
for one do not think that it would be 
a wise step, and so far as the provi
sions embodied in this Bill are con
cerned, we should proceed very cau
tiously, becausie our aim shotil^ be 
not to do away with the managing 
agency system, but see that the evils 
under which it suffers are removed.

I would like to ask the Government 
as to whether they have thought of- 
the administrative arrangements 
necessary under this measure. Very 
often we find that Government thinks 
that certain evils exist and enact an 
Ordinance or legislation. But very 
rarely there is adequate administra
tive provision to carry out the obliga
tions in a fit and proper manner. It 
is the practice not only of the Central 
Government, but also of the State 
Governments, that enactments provide 
for the making of rules. Months, 
if not years, pass before the rules are 
framed and if the framing of rules 
takes time, how much time would be 
spent in bringing them mto force 
may as well be imagined! So, by 
this Bill Government are taking upon 
themselves a good deal of jwork. How 
for the making of rules. Months, 
to see that thesa rules are enforced 
with the attention and care that they 
deserve are coitiplete, I do not know. 
If they are not as very often happens, 
these provisions will remain only on 
the Statute Book.

It is quite correct to say from one 
point of view, that the interference 
that the Government is contemplating 
is at its minimum. 1 for one would 
support the theory of minimum inter
ference, because I feel that the 
continuance of the managing agency 
system is necessary for the country. 
From that ooint of view the provi
sions embodied in this Bill are really 
welcome. The interference is 
restricted only to extension of terms 
and condition^ of the managing 
agents and wherever there is an 
intention to transfer the office of the 
managing agent to another person, 
etc.

My hon. friend Mr. Hussain Imam 
complained that the shareholder did 
not enjoy the powers of complaining 
against any waste or expenditure by 
the managing agents which are of an 
objectionable nature. The hon. Mr.

Munshi got up and said that this w ^  
not so. But I think Mr. Hussain 
Imam was correct. At the i>resent 
moment there is no effective power. 
There may be power in the Articles 
of Association or in the Company 
Laws, but the fact remains that the 
shareholder has no effective voice 
against mismanagement. ' We know, 
for- instance, in the Sholapur Mill 
case a substantial number of share
holders went to all sorts of officers 
and all sorts of Ministers, but they 
were not able to get any redress. So, 
in my opinion, there is truth and 
substance in the plea that the share
holder at the present moment is more 
or less at the complete mercy of the 
managing agent and they are in a 
position to do and undo things.

Ours is, xmfortunately, a very 
strange .country. We have borrow
ed these enactments from England. 
But so far we Have not insisted upon the 
same standards of rectitude, as were 
insisted upon in foreign countries and 
that is the reason why the managing 
agent is at the present moment in a 
position to do and undo anything that 
he wishes. There is very little 
supei'visinn over the activities of the 
managing agents. It is therefore, 
extremely necessary that the Govern
ment should not only make these pro
visions, but see that they are observed 
and enforced.

The few cases upon which this ordi
nance was passed are naturally the 
more important cases involving crores 
of rupees, but there are in addition to 
this a whole host of smaller companies 
where the worst forms of frauds and 
mismanagement are rampant. I do 
not know what is proposed to be done 
so far as those cases are concerned, 
but I would certainly support the 
suggestion of. my hon. friend ^Ir, 
Hussain Imam that every effort should 
be made to embody legal provision for 
interference on the part of Govern
ment wherever any mismanagement is 
suspected or any wastage is found. 
The suggestion of delegation of these 
powers to the various State Govern
ments may also be examined.

My hon. friend Mr. Hussain Imam 
also‘ suggested that at the time of 
sanctioning capital issue, it should be 
possible for Government to examine 
the Articles of Association and the 
managing agency terms. I think it 
should not be difficult for Government 
to pay attention to this and if possible 
to accept this suggestion. Now that 
capital is very shy, I am not in favour 
of continuing this department, but so 
long as it exists, it should be poapible
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for it before allowing a company to 
make an issue of any substantial capi
tal, to examine tiieir Articles of 
Association and to see that the manag
ing agency does not benefit itself and 
is run in the interest of the company 
as a whole. It must, however, be 
realised that whatever rules we make, 
or laws we pass, the managing agents 
will certainly set the wl)ole machinery 
of Government at naught. They are 
very intelligent people they are very 
cunning people and the number of 
things they are capable of doing is so 
immense that whatever control we 
ma3" exercise, they have ways of cir
cumventing it. We are also suffering 
from the inefliciency in Government 
departments and there are not many 
officers whom we can implicitly trust. 
This is a matter in which ready cash 
can be transferred from on6. hand to 
another and risks of corruption are 
therefore very great. None the less 
efforts are desirable and we must try 
and see that the various ways in which 
managing agents misbehave are 
brought to the minimum.

From the speecn of the hon. the 
Mover, it was quite apparent that 
there was an intention to consult the 
Committee on company law. Mr. 
Hussain Imam complained that very 
little attention was being paid to the 
committee that was constituted. Since . 
we are going to refer this to the Select 
Committee, Government will certainly 
consider whether the Committee has 
any valuable suggestions to offer for 
the consideration of the Select Com
mittee. I. therefore, support the Bill, 
but hope that Government will act 
most cautiously in this resi>ect.

Shri Sidhva (Madhya Pradesh): I
whole-heartedly welcome this measure. 
A measure of this kind was undoubted
ly overdue and Government deserves 
our congratulations that after appoint- 
tng an Expert Committee, which has 
not yet completed its task, when they 
found that it was necessary in the 
interest of the investing public that 
the Act in this respect should be 
amended they promulgated an Ordi
nance. The Bill is the result of that 
Ordinance.

When a public limited liability 
company is floated there are two kinds 
of shareholders. ' One set is of the 
biff ’ shareholders and the other of the 
small shareholders. The big share
holders, some of them, generally 
combine and form the Articles of 
Association and the agreement of the 
managing agency terms. This question 
o f managing agency terms has come 
many a time into discussion. It is a

controversial matter and it is not the 
tirst time that this managing agency 
question has been brought up. While 
5he Insurance and the Banking Bills 
were considered, it was contemplated 
xo substitute managing directorship 
lor managing agency. In my opinion 
the change of nomenclature has not 
Drought any kind of improvement. 
Those who want to make money from 
ihe small investors try to circumvent 
many of the provisions of the Articles 
of Association and have drawn com
missions by various methods. It is 
difficult to say that the managing 
agency system should be entirely 
abolished. It is a vicious thing. 
There is no doubt about it. But so 
long as we want investments and 
money to be forthcoming in this 
country this managing agency system 
to an extent will have to be maintained 
certainly with very many improve
ments some of which are sought to be 
made in this Bill. I therefore am not 
prepared at the present juncture to 
suggest to the Government that the 
managing agency system should be 
mimediately abolished, howsoever one 
would like that a substitute system 
whioh would safeguard the interest of 
the small shareholders should be intro
duced.

I know of many technicians who 
have invented things for certain kinds 
of industry, but for want of money 
they were not able to do anything. 
When they went to the persons con
cerned for investment they demanded 
a price, that is to say, they said “Pro
vided you give your patent and agree 
to my managing agency, I am prepar
ed to invest such and such amount.”  
This is the difficulty facing the techni
cian concerning an industry which is 
really needed and which would bring 
a large . amount of wealth in this 
country.

Therefore, what I was contending 
was that these small shareholders 
generally subscribe on the strength of 
the memorandum of the Articles of 
Association which mentions tempting 
clauses of large dividends that may be 
expected from that concern. And the 
small investors who have to invest 
some money merely gq by the names 
of the promoters, Thfc promoters are 
wealthy people, undoubtedly, and the 
small people invest money in those 
concerns.

This Government have appointed an 
Expert Committee in this matter and 
there are members in it for whom I 
have respect. But in that Committee 
there are one or two members who 
represent the small investors. A large 
number of companies which exist
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today in this country have small invest
ors as well. But in this Committee, 
which of course, is doing a fairly good 
work, there is no representative of the 
small investors. I do not know ulti
mately what its recommendation 
would be as far as the safeguarding 
o f the small investor’s money is •con
cerned. would have wished that 
the Government should have taken 
care to recognize that there exist a 
large number of small investors in 
various concerns, and today they have 
a grievance. I may tell you that 
particularly in Bombay which is the 
nerve centre for industry.......

Shri A. C. Gufaa (West Bengal): 
Why not Calcutta?

Shri Sidhva; Of course Calcutta is 
confined to the jute industry and there 
are many European concerns. I do 
not know what is the percentage of 
smsill investors in Calcutta. But with 
my knowledge of Bombay I was -parti
cularly mentioning Bombay. They 
have got their own shareholders’ 
Associations, but in no way are they 
able to succeed in safeguarding their 
own interests.

I will give you one illustration, 
namely of the Sholapur Mills. This 
is one of the largest textile industries 
in the coimtry with two thousand 
looms and twenty thousand spindles. 
Due to the vagaries and gross mis
management—I will not say only mis
management—but also embezzlement 
of public money by the managing 
agent this mill had to be closed down. 
And it remained closed for nearly two 
years, with the result that not only 
the investors suffered—particularly the 
small investors— but the whole nation 
suffered, because the production from 
this mill, which is one of the largest 
textile industries, was stopped. The 
mismanagement and the defalcations 
were so serious that the small share
holders held a meeting in Bombav 
amongst themselves. But they were 
not able to do anything within the 
law. They had therefore to approach 
the Finance Minister of the Bombay 
Government and he had to intervene, 
in view of a certain provision in the 
Act, to appoint a Committee to enquire 
into the matter. That Committee’s 
report gives glaring facts. It indicates 
that the managing agent has to an 
extent of nearly Rs. 10 lakhs embezzl
ed the funds for his private purposes, 
for marriage purpose and so many 
other purposes, apart from the extra
ordinary remuneration and commission 
that he derived from it. Government 
appointed that Committee. Tt was 
not possible for the small shareholders 
to go to the court .and prosecute that 
managing agent. But such a big

industry could not be allowed in the 
interest ot the country to remain idle 
and therefore the protection of the 
Grovemment of India WAs sought. If 
you remember this matter came up 
last year and the Government of India 
had to intervene and enact legislation. 
They brought a Bill whereby they took 
possession of this mill merely for the 
purpose of management, because under 
our Constitution we cannot take 
charge of the whole industry. And 
with the assistance of the Bombay 
Gk»v6rnment a new Directorate nomi
nated by the Government of Bombay 
was formed which has been doing this 
work. The mill is doing excellent 
work today. Production has increas
ed and the small investors too to an 
extent are satisfied. I am sure they 
will get the dividends which they were 
expecting at the earlier stage. Accord
ing to the report of the Committee, 
the directors are not in a position to 
take the case to the court of law to 
recover the money from the managing 
agents. I am told that there is some 
technical defect. All this is public 
money and money belonging to the 
small investors. If there is any defect 
in this law, I would request the hon. 
Minister to look into this matter and 
bring suitable provisions in the Select 
Committee. The Committee appointed 
by Government has brought out such 
glaring instances against the managing 
agent where he has misappropriated 
the money belonging to smaller invest- ■ 
ors and I consider therefore that he 
should be prosecuted. This managing 
agent was prosecuted on a different 
issue and he went to jail and he was 
not ashamed of anything and he still 
wants this directorate to go. He went 
to the High Court to upset the decision 
and he went also to the Supreme Court.
I am glad to say that the Supreme 
Court decided that our law was per- 
fectb’  justified and did not contravene 
the Articles of the Constitution. 
These people are so powerful. Govern
ment under the provisions of this Bill 
ask that when a managing agent has 
to be changed or a director has to be 
changed. Government sanction should 
be obtained. I do not know if 
the Expert Committee has taken this 
into consideration. The Chairman of 
this Expert Committee was the Chair
man of the Sholapur Mills, That has 
to be borne in mind and I do not know 
whether he will be considering that 
question but I would request the hon. 
Minister to bear that in mind and find 
out some solution. I feel if a new 
provision to this Bill could be added, 
it must be added. I do not see why 
when such an occasion has arisen the 
managing agent should not be pro- 
sjecuted and Jthe money recovered from 
him. While I am suggesting that the 

. managing agency system has become
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so vicious, I am not straightaway re
commending its abolition but it is 
necessary to improve it. If that is done 
m  the present state of affairs the 
money that the wealthy industrialists 
would like to invest would not be 
forthcoming and therefore the in d u s ^  
would suffer and the new industries 
may not be floated. Today imder the 
Company Law every share has the 
right to vote and not a shareholder. If 
a managing agent has a thousand 
shares, he has a thousand votes. 
I know of concerns where individual 
shareholders have a majority to 
turn out the managing agent on 
account of mismanagement but under 
the right of proxy vested under the 
Companies Act, although they had as 
many number of votes, they could not 
succeed. Where there are 2,000 in
dividual shareholders, 1,850 share
holders were against the managing 
agency and they wanted to change but
20.000 proxies from 120 shares of 
individuals were brought and that 
decision of the majority was nullified. 
This point requires consideration. 
Today we are talking of a co-operative 
system of society and we say that it 
has worked very well. We have got 
the Co-operative Societies Act. No 
matter when an individual holds any 
number of shares, he has the right of 
pne vote only, I do not see any 
reason why a similar system should 
not be introduced in the Companies 
Act to avoid all this mischief. It may 
be argued that if you adopt that then 
the wealthy people may not be forth- 
commg to invest their money, because 
they want that their money should be 
safeguarded. If a managing agent 
has got 10,000 shares, he gets dividend 
on 10,000 shares, but I do not want 
that he ought to have 10,000 votes. 
Unless that kind of remedy is sought 
to be made by the Government, I 
doubt whether even this small impro
vement is going to help us any further. 
This is my suggestion which I request 
the Government to consider seriously. 
There will be certainly opposition from 
big persons who today enjoy the right 
of managing agency by virtue of the 
large number of shares they hold. 
They should kindly consider that while 
we do not want them to be deprived 
of their legitimate earnings from the 
investment they have made, they 
should also see thot the interests of 
small investors are also to be safe
guarded. I may say that confidence 
is lacking in the minds of small invest
ors to invest money in these industries 
because they feel that the managing 
agents have become so obnoxious to 
them. They would like to get 10 or 
12 per cent, and feel that behind -a

certain industry there are big people 
and they would naturally like to invest 
and there is nothing wrong in that. 
All I would like to say is that the 
money that these small investors would 
otherwise earn should not be taken 
awajP by the managmg agent. I do 
not want to subscribe to 'what my 
friend Mr. Hussain Imam stated that 
managing agency be totally abolished; 
I know it has advantages also. To 
what percentage it has disadvantages^ 
one cannot mathematically calculate. 
There is .ao doubt that the managing 
agency system has many vices. The 
managing agent not only takes the 
remuneration but under the terms of 
the agreement gets commission on all 
the purchases A managing agent if 
he has to import coal worth Rs. 5 
lakhs, he must have a percentage o f 
commission.

An Hon. Member: Not all.
Shri Sidhva: I certainly admit there 

are very good managing agents. I 
have come across very honest and very 
straightforward people. I can men
tion names but I do not want to men
tion them. For the sake of a few 
persons who want to suck the blood of 
the small investors, 1 do not want to 
suggest that the managing agency 
should be abolished. The system has 
become so bad that one would really 
insist that the managing system should 
be abolished but there are good people 
also. Government must take steps to 
see that the purchasing of managing 
agency by securing goodwill should 
stopped. Old concerns in Bombay 
have earned during the war large sums 
of money and in some businesses they 
have paid goodwill to the managing 
agents. By thi.s and various other 
vicious methods they are making 
money at the cost of small investors. 
My complaint is against that and 
Government have come too late to stop 
this. I do not know whether they 
would. be successful. Nearly a large 
number of them had already trans
ferred their business and they are 
enjoying benefit. That has to be 
stopped and there should be a limit to 
the managing system period. I know 
that in many cases 25 years is the 
minimum period of a managing agency 
under the agreement.

An Hon. Member: Under the law 
you cannot do it.

Sbri Sidhva: Wei] I want the law 
to be amended. I do not want to 
take advantage of the law at the 
present moment. If you do not want 
the small investor’s money, let the big 
people invest and run the industry. I
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have no quarrel but by collecting six 
or seven lakhs of people from investors 
or small people against theirs of less 
than hall of public money, they earn 
at their cost. Therefore, if the law 
has to be amended, it must be amend
ed. It is high time that it must ^be 
amended. 'Phis Bill is confined to 
two or three provisions: for getting 
the approval of the Grovemment in 
the event of a change of managing 
agency, a director etc. During the 
last war, Government introduced a 
system whereby any new company 
floating debentures for 50 lakhs or 20 
lakhs,—I do not remember—has to 
take the approval of the Government 
of India before floating the company. 
That is as far as finances are concern
ed. I would suggest that the 
Industries Department must examine 
with the aid of experts every Article 
of Association and see whether the 
industry is beneficial. Sometimes, 
fictitious dividends are mentioned in 
the Articles of Association and small 
people are carried away by them to 
invest their money. Big people are 
clever. Therefore, the Government of 
India must examine the Articles of 
Association and if they find any flaw, 
they must discuss that with the com
pany concerned and see that proper 
arrangements are made to safeguard 
the small investors. There is nothing 
wrong in this step. That is one sugges
tion that I have to make.

The second suggestion that I made 
at an earlier stage is that one indivi
dual should have the right of one vote. 
It may not be liked by the big inves
tors. I mean the big industrialists. 
That is the advantage they enjoy. 
Whatever the difficulties, I would 
request the Government to consider 
seriously this question. Do the Gov
ernment feel that by this method they 
are going to stop all the evils that are 
prevailing on account of the managing 
agency? True, they may take a deci
sion at the shareholders meeting that 
the managing agency should be chang
ed to so and so and it will come to you 
for approval. You may approve that 
or you may not. You may reject, after 
making enquiries. But, h«w does it 
improve matters? The old thing goes 
on. Merely taking the sanction or 
approval or disapproval of the Govern
ment is not going to improve matters. 
This is a very important matter. 
Certainly, when the Expert Committee s 
report is received, it will be ex'haustive 
and an exhaustive Bill will be brought 
about, I have no doubt. But, I do not 
know whether the question of the sniall 
investors will be considered by that 
Committee. I would request the Com
mittee to bear in mind the case of 
small investors so that, once and lor

all, we not only make our industries 
prosperous and in the interests of the 
country, but at the same time see that 
those who have invested their money 
also earn legitimately what is their 
xiue.

Shri Shankaraiya (Mysore): At this 
stage, may I furnish some information 
to my hon. friend so that the House 
may not have any wrong iinpression? 
My hon. friend has stated.......

Mr. Depnty-Speaker: I shall note 
down the hon. Member’s name as one 
of the speakers. He will have an 
opportunity.

Shri Shankaraiya: It will create the 
impression that the small investors are 
not.......

Mr. Dcputy-Speaker: That impression 
may be removed by the hon. Member’s 
speech. He can dilate upon that point. 
The hon. Member will be called at a 
later stage.

Shri Shankaraiya. As a Member of 
the Select Committee, I may not have 
a chance to speak hence for the infor
mation of the House, I may say...

Shri Sidhva: I do not know what my 
friend wants to say.

Mr. Deputy-Spoaker: If there is any
thing to be explained, I will give an 
opportunity to the Members of the 
Select Committee also to speak, lest, 
according to him. any false impression 
should go round. Let that be corrected 
then.

Shri Sidhva: If my hon. friend has 
some other views. . . ,

Shri Ramalingam Chettiar (Madras): 
He is a member of the Company Law 
Committee.

Shri Sidhva: . . . .  he may pass on his 
suggestions to somebody else. X wm 
certainly be prepared to consider any 
suggestions which would be beneficial 
to the investors. I have merely made 
my suggestions. If they are not siut- 
able, let somebody make alternative 
suggestions. I am prepared to consider 
them. My point is I am prepared to 
withdraw if the other suggestion is 
better. It is open to any Member to 
make suggestions. This matter is going 
to the Select Committee. I am making 
my suggestions for the consideration of 
the Select Committee. I do hope that 
even if my suggestions are not 
accepted, the points that I have raised 
will be borne in mind by the S^ect 
Committee. The real question is how 
to overcome these evils. If the difficul
ties that are being experienced today
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are overcome by any method suggested 
by the Select Committee, I would only 
be very happy. Perhaps in the Select 
Committee, the hon. Minister may 
take the technical objection that this 
Bill does not cover thjit point and from 
that point of view, may not like to 
insert a new clause. I would only 
request the hon. Minister to consider 
this point. 'Government have the right 
to do anything they like. As far as 
this Hause is concerned, I am sure 
they will have n6 objection if some 

' suitable amendments to that effect are 
introduced in the Bill.

I think I have covered most of the 
points that I had in mind. I would 
particularly request the Minister to 
bear in mind the first point that I 
stated about the Sh6lapur Mill in which 
case the report of the committee has 
been made and there is no solution for 
hauling up the managing agents. If 
my hon. friend Mr. Tyagi calls for the 
papers, he will be amazed to find from 
bie recommendations of the committee 
ihat there was not only mismanage
ment. but there was pure misappro
priation and embezzlement of public 
money. That is the point I am driving 
at. When the Government appoints a 
committee, if somebody has to go to 
court, I do not know whether there is 
any provision in the Companies Act or 
not. Mr. Munshi said that there is; 
Mr. Hussain Imam said, there is not. 
The hon. Mr. Tyagi also said that there 
is- Let it be made clear whether there 
is any provision or not. Always when 
a small shareholder has to make a 
complaint, he finds it difficult to gej 
relief by going to court.

[S h r im a t i  D u r g a b a i in the Chair]
I must inform the Government that 
the small investors cannot have any 
kind of security or relief in the share
holders’ meeting for the reason they 
are overridden by the large number of 
proxies held. That is the point to be 
borne in mind. Suppose in a shar^ 
holders’ meeting, 1000 shareholders sit 
there and 900 express their view in a 
certain manner, the managing agents 
have got 10,000 proxy votes and that 
overrides the decision of the m ajpri^. 
Whether that is good or bad has to be 
considered by the Government. That 
stage has come. •

Sbri Sondhi (Punjab); Whose 
proxies? Shareholders’.

Shri Sidhva: One man owns 10,000 
shares. He has 10,000 votes.

Skri SoBdhi: Then, he has put in 
more money.

Shri Sidhva: If he has more money, 
let him run the industry with his own 
money. Why does he want money 
from the public? '

sHiri Sondhi: Are they foolish?
Shri Sidhva: If they are..
Mr. ChairmaB: The hon. Member 

need not answer every interruption.
Shri Sidhva: They are carried away 

by the tempting offers made in the 
Articles of Association. Men of small 
means also want to invest and instead 
of getting four per cent, in the Bank 
or in Government securities, they would 
also like to have a larger r^urn. Their 
interests have to be safeguarded. My 
point is that...........

Shri Sondhi: I would like to know 
which Bank is paying four per cent.

Shri Sidhva: If I stated four per 
cent., it need not be taken that all 
Banks pay four per cent.; Scheduled 
Banks pay twa and a half per cent. 
My hon. friend is a big money lender. 
He lends money and so he knows his 
business very well. He is a rich man 
and...............

11 A.M.
Mr. Chairman: May I know whether 

that hon. Member is the subject- 
matter of this speech?

Shri Sidhva: No. But he stated that 
no Bank gives four per cent, interest. 
Probably he is charging nine per cent. 
Therefore he was  ̂asking whether any 
Bank was charging four per cent. 
That is how he came into the picture.

I have stated what 1 had to state 
and I hope the points that I have men
tioned will be borne in mind by the 
Select Committee and by the hon. 
Minister.

With these words, I strongly support 
the motion.

Shri A. C. Gnha: I whole-heartedly 
support this measure and I would 
rather add that the Government has 
been a little late in coming forward 
with this Bill. About a month ago 
Government issued an Ordinance 
which is practically reproduced ver
batim in the shape of this Bill. The 
purpose of the Bill is three-fold. First, 
it is intended that no change in the 
control of the managing agency or the 
managing directors should be taken as 
valid unless it has been done with the 
previous approval of the Central Gov
ernment. Secondly, it is said that 
when about ten per cent, of the share
holders support a complaint to any
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court, that the affairs cf the company 
have not been going on properly, that 
court mav order some investigation 
and take such action as may be thought 
proper. This is a step short of wind
ing the business of the company al
together. And the third purpose of 
the Bill is to set up an advisory com
mission to help the Government m
deriding applications for change m
managing directors and managing
agencies.

I can say from my experience in 
Bengal that since the end of the last 
war. there have been going on in our 
business life some practices which may 
be called practically predatory and 
against all sense of business morality 
or etiquette. Some men have made 
enormous fortunes out of the war 
business. After the cessation of hosti
lities some again have made enormous 
fortunes, particularly in Calcutta. 
Bombay and a few other places also, in 
what are knowrt as the jute muddle, 
the sugar muddle and the cloth 
muddle etc. In these matters Govern
ment have not been able to cope with 
these predatory businessmen. These 
upstarts have caused great harm to our 
industrial and commercial life and they 
have also caused great mischief and 
sufferings for the consuming public.

To give a few instances. Only a few 
weeks back, the Central Government 
had to promulgate an Ordinance so that 
the affairs of a light railway near 
Calcutta might be set right. This light 
railway was being managed by a 
respectable firm for many years. But 
suddenly one morning that firm— 
Martin & Co.—was faced with what 
may be called a pistol. They found 
that the shares of the company had 
been cornered by an upstart busine.«?s- 
man and they had to leave ^he 
managing agency of that light railway. 
And since then the conditions of thac 
railway have been going from bad 
worse and for the last four months 
there has been a strike going on result
ing in the suspension of the entire rail
way traffic on that line, even though 
that line was supplying a large auan- 
tity of the daily articles of food for the 
Calcutta public, and that line was the 
only one connecting Calcutta with the 
borders of Pakistan.

Another public utility service of 
Calcutta is the Gas Company there and 
its managing agency has also chan^d 
hands and the result is there is a strLke 
for over two months there. Hospitals, 
educational institutions and industrial 
firms have had to suspend their opera
tions due to the lack of gas supply. 
Even the Calcutta University had to 
out off the practical examination of 

B.Sc. students because of the want

of gas supply. In this connection I 
would like also to mention the lot of 
the consumer. Those who have been 
accustomed to the services of the com
pany in former years also can very 
well say how the efficiency has gone 
down.

Though not. quite relevant, but o f the 
same nature, so I might mention the 
case of some Banks. Recently one 
Bank in Calcutta had to close down 
because the managing director con
trolling 54 per cent, of the shares was 
resisting all proposals for amalgama
tion and even now he is resisting that 
proposal. And the interests of 60,000 
of the depositors and a large number , 
(if small shareholders are of no consi
deration at all, because the managing 
director has the control of 54 per rent 
of the shares. Am I to understand 
that the Government and this House 
are so impotent as not to have any 
power or any authority to tackle such 
predatory practices in our bu.siness 
and commercial life?

Therefore, I say from my own experi
ence of the commercial and industrial 
life of Bengal and especially of 
Calcutta, that this measure is a little 
belated and it should have been 
brought in much earlier. I regret 
having to say that in the creation ol 
businessmen. Calcutta has contributed 
such a situation, creating upstart 
much. It has been estimated that tne 
undeclared profit in jute last year was 
to the tune of about Rs. 100 crorei 
And so these businessmen must find 
some avenue to invest their money. 
They have been purchasing the shares 
of well-established companies and com
panies with sound managements; and 
then they are naturally trying to oust 
the managing agents or managing 
directors of those concerns. There have 
been cases in Bombay of money made 
in Calcutta being invested there and 
there has been the attempt to oust w«ll- 
reputed managing agents and manac- 
ing directors. And perhaps the House 
is aware of the fact that some insur
ance companies also in recent years, 
have changed hands by the change in 
managir^ directors and those reputed 
companies’ assets and reservo fimds 
have been squandered. I think that 
also is not unknown to the Members 
of this House. Therefore. I feel that 
the Government should have been 
given even wider powers than what 
have been suggested in the Bill. •

One of the speakers who preceded 
me mentioned that the shareholders 
are the owners of the comoanies and 
so they have every right to do what 
they like. This is an economic theory 
which belongs to the past and the day 
of that theory is past. That economic
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theory of laissez faire is long dead 
and I wonder how this House could be 
regaled with such a theory. We claim 
that ours is a welfare State. We know 
that ours is a democratic State also, 
not a totalitarian one, and we do not 
want to suppress the freedom of the 
individual. But after all the interest 
of the community or the interest of 
the coUective entity of the nation must 
be supreme in the consideration of the 
Government and the interest of the 
individual should conform with the 
interest of the nation. Have not the 
Government the moral right to check 
the vagaries of those who have money, 
so that they may not play with the 
fortunes or the interest of the nation 
or of the general public at large.

My predecessor. Mr. Sidhva. doubted 
whether the provisions of the Bill will 
be sufficient to meet the purpose and I 
also think that the provisions may not 
be quite adequate. When the stock 
exchange is allowed to operate you 
cannot prevent shares being transfer
red and cornered. And it anyone has ' 
the money he can purchase 80 or 90 
per cent of the shares of a company in 
the open stock exchange market. Then 
at the annual general meeting or in a 
specially convened general meeting of 
the shareholders those who have 
acquired the shares can present the 
terms to the existing managing director 
or managing agSnts. They may have a 
resolution passed by the shareholders 
that the existing managing agents 
should be changed and new ones 
appointed. In the Bill it is proposed 
that the Central Government will have 
the power to reject such a proposal 
but the people who control tne 
majority of the shares can make it 
impossible for the existing managing 
agents to manage the affairs of the 
company. Is there any provision in 
the Bill to protect the existing manag
ing director from the tyranny of those 
who own the majority of shares or to 
have any alternative arrangement 
after rejecting the proposal of change 
in the managing agency? I do not 
think there is any. I would like Gov
ernment to put in a provision which 
will prevent the cornering of shares in 
the stock exchange market or provide 
that by acquiring a large number of 
shares their voting strength cannot go 
up proportionately. That must be 
curbed to the minimum so as not to 
disturb the management of the com
pany which is being ruri“ properly and 
efficiently.

As regards the advisory commission 
mentioned here there is nothing said 
about the terms of appointment: nor k  
it mentioned whether Government will

frame the rules for the purpose. For 
how many years are the members to be 

^  remuneration, will they be wholetime or part-time 
appointments,— what would be the 
requisite qualifications—all these will 
have to be clarified in the Select Com
mittee.

I would like that the advisory com
mission should have wider powers to 
investigate into the entire working of 
the Indian Companies Act. Such a 
machinery has been provided in the 
English Companies Act of 1948 whereas 
there is no such machinery under our 
Act. This Advisory Commission should 
be given adequate powers so that they 
may inquire into the entire working of 
the Indian Companies Act.

The most important point is the 
composition of the commission, parti
cularly the appointment of the Chair
man. I hope the Government will 
select such persons as are above public 
suspicion—not necess^ily big names 
with big financial backing. Those who 
have been lacking in public integrity 
in other spheres should be scrupulously 
avoided because they will have the 
power to do mischief as much as they 
will have to prevent it. Only those 
who have personal integrity, who enjoy 
public reputation for business morality 
should be selected, particularly as 
Chairman.

The Bill as presented is simply a 
repetition of the Ordinance of the 21st 
July. The Government by now must 
have received some suggestions from 
the business community, from public 
men as also from the Enquiry Com
mittee set up to inquire into the work
ing of the Indian Companies Act. The 
hon. Minister has mentioned in his 
introductory speech that he would 
make suitable amendments according 
to those suggestions. I would have 
very much liked that the Government 
had incorporated some of them before 
presenting the Bill to the House. This 
is another example of hasty legislation. 
When they have an idea of including 
some amendments, they should have 
done so before the BiU was introduced.I

Some of the clauses also may require 
to be revised, some to be tightened and 
some to contain wider powers. I would 
particularly mention clauses 5 and also 
7, by which a court is authorised to 
order an investigation into the working 
of a company. There is already a 
provision somewhat like this in the 
present Act but it contains some handi
caps. Any shareholder who files a 
complaint will have to bear the cost of 
investigation. I do not think the Gov
ernment have so far made any use of
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that provision. I do not know how far 
Government will utilise the provision 
now incorporated in the Bill.

I have a sorry experience of the Gov
ernment’s indifference to j»ublic 
interest in many matters. When the 
Banking Act was revised in the Select 
Committee I suggested that the Reserve 
Bank should in all cases be the liquida
tor of Banks when these are ordered to 
be liquidated. I was given an assur
ance that that would be the general 
practice, but as there was not sufficient 
staff with the Reserve Banlc the CJov- 
ernment did not like that such an 
obligatory provision should he imposed 
on the Reserv^e Bank. In spite of this 
definite assurance given to me I know 
that in about 150 Bank closures in 
Bengal in not a single case has the 
Re.serve Baok applied for being 
appointed as the liquidator. Govern
ment is naturally accused of having a 
soft corner for these commercial preda
tory men and upstarts. I do not know 
if Government will be able to absolve 
themselves of that charge in the 
present case also.

With these remarks I commend this 
motion for the acceptance of the House 
in the hope that the Bill will be made 
effective and not left as a mere paper 
statute.

Shri Syamnandan Sahaya (Bihar): I 
“welcome this measure not because I 
lesl that the ills which this Bill pro
poses to remedy are so rampant as to 
require the kind of treatment which 
the Bill proposes but because it will 
certainly eliminate the few black sheep 
that have brought on the fair name of 
managing agents , a dark shade which 
today finds exhibition in this House 
through the different speeches which 
have been made. The difficulty that I 
envisage does not lie in the provisions 
of the Bill as they have been placed 
before us but in their working. As 
long as a legislation is meant for and 
desires the removal of certain difficul
ties and certain evils that might have 
crept in. it certainly serves a very use
ful purpose, but the moment the Bill 
moves beyond the objectives which it 
laid before itself at the stage of work
ing, it creates an effect which becomes 
far worse than the good that it contem
plated.

I have carefully gone through the 
provisions of this Bill and I feel that 
the power which the Government 
desires to take into its hands relates 
largely to changes in the constitution 
and even the personnel of managing 
directors and managing agencies. It 
naturally goes in some cases beyond 
the provisions concerning managing 
221 P. S. D.

agencies and takes into account the 
transference of campanies themselves. 
Perhaps that may be necessary in 
order to get over or prevent the 
circumvention that managjng agents 
may bring about in the working of this 
measure. The feeling, therefore, with 
which I look upon this measure is as I 
have said a feeling of welcome. I 
think it was time that Government 
acquainted themselves with the work
ing of managing agencies generally and 
come to the right conclusion, and I 
dare make the statement in this House 
that in.the majority of cases they wffl 
have no cause to gpumble. There will 
still be left a minority which would 
require the treatment prescribed In 
this measure and no one will shed a 
drop of tear for those who deserve 
being taken notice of and dealt with 
properly. What I would therefore 
suggest to the Government is not in 
any way to postpone or to water down 
the provisions of this Bill, but I would 
certainly appeal to them and request 
them to see that the actual working o f  
this measure is done in such a way as 
not to create any amount of dread in 
the minds of those on whom, whetha* 
we like it or not. whether we say it car 
not. lies the credit of having started 
large industrial concerns which must 
be at any time to the credit of the 
country and of those w'ho promoted 
them. Tact and ability, therefore, lies 
in steering clear of anything which 
might prevent good managing agents 
functioning, and on the other hand in 
keeping in check those who have been 
or are likely to take undue advantage 
of their iwsition and of their contract 
as managing agents.

From the speeches that .1 have had 
the pleasure of listening to in this 
House today, I have got the impression 
that the managing agency system as a 
whole does not find favour with many 
friends who have spoken prior to your 
granting me p>ermission to speak. 
While there may be good reasons for 
this to some of my friends who may 
have experience of certain managing 
agents who run thpir concerns in a 
particular way. I would appeal to Aem  
and beg of them to consider the ques
tion dispassionately. I think it was 
time that the Government, even at the 
cost of the managing agents, prepared 
a history of the different managing 
agencies in this country and I have no 
doubt that the history of ihese manag
ing agencies will record one fact pre
eminently and most prominently, and 
that fact would be that but for these 
managing agents none' o f these con- 
oerns would have come into being and 
even the small measure o f satisfaction 
that we in this country have today 
being industrialised in certain sectors^
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would not have accrued to us. If we 
look to the history of the industrial 
progress in this country, it will be 
conceded, I hope, that foreign com
panies first came and started different 
types of concerns—textile mills, for 
instance— and with the knowledge and 
experience gained later on some people 
organised other concerns on a purely 
Indian national basis. At that time, if 
there had been no managing agency 
system, if some people had not taken 
upon themselves the responsibility of 
sponsoring and promoting and running 
those companies by incurring debts, by 
mortgaging and pledging their personal 
proi)erties for the sake of running these 
industries, many of these concerns 
would not have come into existence at 
alL I have been myself greatly 
interested in the co-operative move
ment in my province and can claim to 
have served it for no less than a third 
o f  a century, but in sp te of my best 
efforts it has been difficult to organise 
a big concern purely on that basis. 
For these concerns to be organised you 
require not merely a certain amount of 
capital to begin with, but a much 
larger responsibility, a much larger 
provision for funds to be requin^'i in 
future. Let us look at the balance 
sheets or profit and loss accounts of 
big concerns in this country like Tatas. 
The original capital which had been 
raised to start these companies was 
foxmd in 99 per cent, of the cases to be 
insufficient and the managing agents 
had to provide from time to time the 
funds that were required. It will thus 
be seen that many if not most manag
ing agents have a record of which they 
should not be ashamed, on the other 
hand they should be proud.

Shri Hussain
changed hands?

i: Have they not

Shri Syamnandan Sahaya: But I
canhot say this about all. Therefore, 
I say that for the fair name of the 
managing agency sj^stem as such a 
measure like this is* called for. After 
the working of this measure for some 
time, it will be clear to the House that 
after ell most of the managing agents 
are not like what they are depicted. 
Mv hon. friend in<^errunted and ?»sked. 
•*Have they not changed hards?” But 
is that the grouse? After all, there 
was no force, no compulsion. If a 
certain managing agent who had 
started a concern is not desirous after 
a short while of continuing in that posi
tion, he is entitled to transfer it to 
other hands.

imam: He has to pay
lo r  it.

Shri Syamnandan Sahaya: That is 
what you think. It is one way of 
thinking, but if a man who has worked 
hard and brought about an excellent 
concern wants to transfer it and make 
some money over it. I do not see why 
you should grumble. The best course' 
then is that one should go about look
ing for the person with the richest 
purse and encourage the practice o f 
pick-pocketing.

Shri Hussain Imam: That is what: 
they are doing. The Income-tax 
Investigation Tribunal is doing that.

Shri Syamnandan Sahaya: The
Income-tax Investigation Tribunal is 
there to find out who is the person who 
has defrauded the Government o f 
India and not paid the proper tax. 
Therefore, as long as a taxation policy 
is accepted by the country and as long 
as there is a law which lays down a 
certain rate of tax, whosoever evades , 
the tax by unlawful methods is bound 
to suffer and must be the subject of 
investigation. My hon. friends who 
talk about managing agents going away 
with a lot of money and selling ♦heir 
goodwill betray, in my opin’ '>n. a 
certain amount of ignorance. This is 
nothing peculiar to this country. 
Goodwill in other countries is able to- 
secure sometimes in the shape o f  
returns more than the capi',al of the 
company. Goodwill is paid for on 
account of the good work put in by the 
particular company. Go( dwill is not 
something written on paper in English. 
It is very much more than that 
Friends who are in business, parti
cularly on the manufacturing side, will 
know how much a name counts, and 
this name is the goodwill. There are 
two materials— probably of the same 
variety and quality. One fetches 
double the price, but even at double the 
price the consumer rushes for the 
known variety rather than buy the un
known variety. Therefore, all this 
talk about managing agents and their 
taking a certain price for goodwill 
betrays not small but colossal ignor
ance.

Shri Hussain Imam: Of the manu
facturing but not of managing agents. 
You have managing agents only in 
India and nowhere else.

Shri Syamnandan Sahaya: I do not 
know that. As far as I know, 
managing agents exist everywhere. 
My hon. friend must have got that by 
being too much involved in the Com
pany law.

As I was saying, by managing agent 
our friends have somehow or other 
come to assume a certain fcmpressiott  ̂
and that impression that managing!
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agents are people who neither invest 
money nor take risks; people who have 
neither capacity nor the managing or 
administrative abilit3̂  but who make a 
lot of money for themselves, I submit 
that that is not the case. As I have 
said, some managing agents may take 
undue advantage of their position, but 
in most cases the managing agents are 
fully entitled to the remuneration they 
have received. But for them the com
panies would have either not come into 
existence, or if they had come into 
existence they would not have played 
the part which they have done in the 
industrial development of this country. 
Who does not know o l cases like this? 
A company is started. The share
holders subscribe to the capital. Then 
it is handed to a group of people called 
managing agents. They cannot run it 
efficiently. The shares go down. 
Then the company changes hands. 
Another managing agent takes over. 
He has better resources and better 
administrative and managing skilL 
Then the Company starts working well. 
There is not one but many such 
instances. Therefore, the managing 
agent plays a very important part» if 
he is really a managing agent. What 
I submit is this. The Bill seeks to 
provide not against managing agents 
but against mismanaging agents.

Shri Kamath: Damaging agents?

Shri Syamnandan Sahaya: As long 
as the Bill provides against damaging 
or mismanaging agents, I have nothing 
to say. Of course, different provisions 
of the Bill require careful considera
tion and in many cases a thorough 
overhaul. In some cases, the Bill 
gives more powers to Government than 
necessary. These are matters which I 
shall place before the Select Com
mittee. But I would just mention one 
or two points before I resume my seat. 
My hon. friend Mr. Sidhva who hails 
from Karachi..........

An Hon Member: Hails or hailed?
Shri Syamnandan Sahaya: I would 

still say ‘hails’ (of course, not the hails 
which fall like stones) from Karachi 
and I daresay knows quite a lot about 
Bombay said that the vote by persons 
on the basis of shares and not on the 
basis of the individuals is the chief 
defect and difficulty in the matter of 
good management of companies. If 
someone else had said it. I would hav^ 
attributed it to his ignorance, or want 
of direct knowledge of runninr? of 
good companies. But I am surprised 
that a man coming from Karachi or 
Bombay, in whatever sphere of life he 
may have been, one who wa« « Mnyor 
o f  one of the big cities and belongs to

the particular community which ha» 
certainly the proud record of running 
some of the best industries in tliia 
country, particularly the one which wai 
known as almost the largest in the 
British Empire (I mean the Tatas), 
should have made that statement.

Now he says that voting in the case 
of companies run on financial basis 
should be on the basis of individual 
and not on the basis of the number 
of shares or the amount of investment, 
I submit that this has to be tried only" 
to result in complete failure and dead* 
lock. After all when you want ta  
bring about a big change, an overhaul 
in the working of a certain system 
which has been going for some time,
I think it would be a wise step to make 
an experiment before adopting it in a. 
general way and let this Government 
experiment it in some of the Companies 
in which Government is also a share
holder. In the case of concerns whose 
basis is finance, I dare say, Mr. Sidhva 
on reconsideration will not propose that 
the management and control of the 
company must be vested on the basis 
of individuals and not on the basis o f  
investments. After all if you invest a  
large part o f your fortune in a concern, 
it would not be a disparagement t o  
claim that you should have control in. 
that concern.

Shri Sidhva: You earn your devi- 
dends.

Shri Syamnandan Sahaya: Well, thaf. 
is just the point. The point is whether 
you earn large dividends. The ques
tion is when the interests of the tw a
people, of people having a smaller 
financial stake, but greater numerical 
strength, and of people having larger 
financial stake, but lesser numerical 
strength, comes into clash you are not 
sure of your dividends either. It is a 
matter of experience. Whosoevor has 
worked it will be able to ^̂ t̂isfv you 
that that is the position which prevails.

Then again we have heard several 
chansfes aeainst the managing s'^e' t̂s. 
A managing agency company naturally" 
desires to retain its managing avency 
and the very first thine that it does is 
to secure a maiority interest a maiority 
holding. If a managing agent has beei> 
able to invest a good deal of money I 
see no reason why he should be  
deprived of having a controllinif 
interest. My hon. friend Mr Goenka, 
who I know has vast knowledge about 
this kind of business, shakes his head 
in a negative fashion and savs thai is 
no^ the cnse. There be c*̂ «?#»s. f
submit, where the individual managii^ifc 
agent mav not have a majority o t  
shares in his name.
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Shri Goenka (Madras): Most of
them.

Shri SyanmaBdan Sahaya: But what
happens really is, as Mr. Goenka 
knows more than many of us here, that 
if he is to be the managing agent of a 
concern, there are a hundred people* 
■who on account of the influence o f 
Mr. G ^ nka may invest their money in 
the business eind that is an investment 
made for, or through the managing 
agents themselves. It is not necessary 
that the managing agent himself must 
invest in the maximum number of 
fihares. But it is through the iniBuence

• <rf the managing director, that the 
people who would like to go by the 
aidvice In financial matters of the 
managing agents invest their money.
I  submit that is not a practice which 
should in any way be discouraged.

M y friend also complained about a 
'wonderful thing happening in managing 
agencies, and that wcmderful thing is 
^ e  continuance of managing agencies
lor 20 or 25 years. If he had worked 
even a nail or pin factory, he would 
bave known that a factory takes about 
six or seven years in order lo get over 
its teething troubles, during which the 
jnanaging agents have to raise loans 
on all his assets to set the factory on 
it? feet. It is only after a period of 

«even or eight years that a good com- 
paxiy starts making some profit. Does 
“Mr. Sidhva think that he wiU be able 
to  find some philanthropic persons who 
after putting up the factory and invest
ing all his capital, will after three or 
^ e  years hand over the management 
to  someone else? After all a set of 
people, who have invested their money, 
who have given their administrative 
ability and skill, have a right to expect 
a return, which will start coming jn ly 
after say ten or twelve years.

.Sliri Sidhva: They can be re-elected.
Shri Syamnandan Sahaya: That

Tneans their position should hang in the 
balance! With that uncertainty you 
expect them to go on spending money 
and providing funds in order to run. 
the company. This, I submit, is not 
the ^he factual way of look
ing at the problem.

Then someone suggested that the 
Articlds of Association should be 
Fi'rutinised by the Government. Here 
again. I submit that the procedure is 
not perhaps known to my friends. 
Before any company is registered 
'under the Companies Act, the Registiar 
o f  Joint Stock Companies fully investi
gates into the Memorandum and

Articles of Association and even the 
terms of the contracts under that 
Article of Association to be entered 
into between the msmaging agents and 
others. Therefore, I submit that there 
is a forum already provided, but if hon. 
members think that the Central Gov
ernment shotild take over this respon
sibility also, so far as I am concerned,
I shall have no objection.

There is one other point, which I 
would submit before I sit down and 
that is that securing of the approval 
of the Government of India in all 
changes, as suggested in the BiU, will 
mean a tremendous task and imless the 
Government of India are able to devise 
a quick method of dealing with the 
situation many companies may come to 
grief over it. I have no doubt that the 
Government of India do not desire 
that to happen. That being so, e x 
peditious methods should be evolved 
either through the commission which is 
contemplated in this Bill, or by some 
other procedure, so that these matters 
may not be delayed and either the 
acceptance or the approval or rejection 
may be communicated to the parties 
concerned at as early a date as possible.

I commend this measure to the 
House and as I said I have no hesita
tion of any kind whatsoever in wel
coming this measure not becaiise I feel 
that the ills are so rampant, but 
because it will eliminate the few black 
sheep who are causing this dissatisfac
tion in the country,

Mr. Chairman: While calling on Mr. 
Goenka to speak, I would like to make 
one or two points very clear to hon. 
Members. Though it is not objectiox>> 
able to a member of the Select Com
mittee to speak, I feel that the practice 
of allowing the Select Committee mem
bers to speak on a Bill is not to be 
encouraged. The hon. the Speaker has 
already given a clear ruling on this- 
point. Of course, though the ruling 
could be relaxed under very excep
tional circumstances, as I said the 
practice should not be encouraged. 
Therefore Members who are not mem
bers of the Select Committee c o i ^  
take the opportunity of expressing their 
views, because they won’t have other 
opportunities to express them. The 
members of the Select Committee have 
got more than one opportunity. When 
they sit in the Committee they have got 
ample scope and opportunity lo discuss 
and express their views: also when the 
BiiJ comes back from the Select Com
mittee they will have an opportunity 
to express their views why they have 
taken a particular stand on a clause to 
be modified in a particular form.^
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Therefore, I would* like hon. Members
to bear this in mind that it is the duty
of all of us to encourage a healthy
practice and we have all to co-operate
in building it up.

Shri Sidhva: He is a member of the
Select Committee.

Mr. Chairman: That is what I stated
just now, that while calling upon Shri
Goenka to speak I would like to make
this point clear.

Shri Sidhva: I Have no objection. 1 
only wish to point out that Seth Govind
Das was on the Gosamvardhan Bill
Select Committee, he requested the
Speaker to allow him to speak, but the
Speaker did not allow him. •

Shri Goenka: Madam, in view of
your observation and the objection
raised I will not take this opportunity
o f speaking and will express my views
in the Select Committee.

Shri Hussain Imam: But we want to
hear you.

Mr. Chairman: Even before I stated
this point of view of mine I said that I
was calling upon Shri Goenka to speak
because there were some special points
which he particularly wanted to
express, and I therefore said that the
rule could be relaxed.

Shri Goenka: Thank you. Madam. I
congratulate the hon. the Finance
Minister for bringing this salutary Bill
before the House. But I am sorry that
this measure which has now been
introduced is too late in the day. We
have had experience of the Govern
ment always coming with measures
when it is too late. One of the reasons
given by the Government from time
to time for the delay in bringing the
requisite measure before the House has
been that they have got to appreciate
the trends before they could introduce
a measure. For instance, as you know,
we introduced the export duty on jute.
We introduced the export duty on
cotton piecegoods. Then the other day
we had the increase of export duty on
groundnut oil. All these measures
were introduced after the horse had
been stolen from the stable, if I might
use the phrase.

The same thing happens in the case
o f the managing agency system also.
As has been pointed out, it is not that
all managing agents are bad people, or
that all managing agents are good
people. But the fact is that o f recent
times very many people who never had
anything to do with industry, who do
not understand industry, who have

always been money-changers in life—
who buy one thing and sell another—
have made industry also a money- 
changing business. That is a fact
which cannot be ignored or not taken
notice of by the Government now.
For the last live years many managing
agencies have changed hands, ard it is
no exaggeration to say that for
controlling shares fabulous prices— four
or five times the price that is ruling
in the market— have been paid. For
instance, if the nrice of a share in the
market is Rs. 120. as much as.Rs. 500
per share has been paid if the
controlling interest is passed on in;
the hands of the buyers. I knowr"'
of a case in which the price of a parti- 1 
cular, Insurance company’s share was
ruling in the market at Rs. 200, but the ' 
deal was made at Rs. 2,200 to get the.
control of that Insurance company.

Shri Syamnandan Sahaya: Exactly.
Shri Goenka: I am one with you;.

These evils have crept in the managing
agency as well as in the control o f
companies. Nobody can deny this fact:>
even Shri Sahaya does'not deny it and
he mentions it. It is the duty of Gov
ernment to check these evils at the
earliest opportunity. The Government
cannot turn a deaf ear to the com
plaints about these evils which have
crept in and which have made capital
so shy today. If a managing agent
pays four or five times the price for
obtaining the controlling interest, w hy
does he do so? The interest on the
share is only four, five or six per cent.
The dividend declared by the company
is the same to those who control the
majority of the shares as well as to
those who hold one share. It is the
same. Then why is it that four, five
and six times the price are paid for the
purpose of controlling these shares?

The reason is not far to seek. The
reason is that immediately this arrange
ment is made they appoint selling
agents and buying agents and give
them commission. Now, the commis
sion on the buying and selling of the
materials purchased by the ccroDany
and sold by the company is sometimes
more than the amount distributed to
the shareholders.

Shri Hussain Imam: Mostly.

Shri Syamnandan Sahaya: Why not?'
Shri Goenka: I will come to that.

If a company is managing and if it can
sell its products without the interven
tion of selling agents, if it can go
directly in the market and make pur
chases, there is no reason why the
interloper should be brought in and-
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. LShri Goenka] ,
large sums of the company’s money 
paid to these interlopers. That is the 
pure and simple fact, and that is a fact 
which no Government could ignore.

Then, apart from the selling and 
buying agents, there is what is called 
the illegitimate profit on the sale of the 
goods, which is not even subject to 
income-tax. It is a well known fact 
that most o f our products today are 
controlled. Controlled economy has 
become the order , of the iay , not 
because it is the fashion now but the 
necessity and the exigency of the 
Situation demand it. And in controlled 
economy there is always a price for the

■ which is higher than that fixed
_ the Government. It is there that 

these large illegitimate profits are inade 
b y  those who control these companies.

Then, as is well known, a lot ol 
personal expenses of the managing 
agents get debited to these companies. 
For instance, rarely is there a car 
belonging to the managing agent which 
^oes not belong to the company. 
Harely are there peons and watchmen 
in the managing agent’s house who are 
not paid by the company, and various 
other things which I need not go into. 
There are various methods by which 
the company’s money is frittered away 
by these managing agents.

Shri Tyagi: I sjiall be obliged for the 
Information.

Shri Goenka: Yesterday I was asking 
a  question of the hon. the Finance 
Minister to which my friend Mr. Sidhva 
was taking great objection. I do not 
know why.

Shri Sidhva: I did not take objection.

“Shri Goenka: But the fact is here is 
money belonging to a company, belong
ing to the shareholders, and the 
managing agents just distribute ii to 
the Dolitical parties as they like. I am 
not going into the legal position of 
these cases. But it is an undisputed 
fact that no monies belonging to a 
company belonging to the shareholders, 
can be spent or frittered away by any
body. Whosoever he may be. for pur
poses other than those provided for In 
the Memorandum of Association. 
Every company has its objects, and no 
money can be spent by anybody which 
is not for one of the objects of the com
pany •

«h ri Kamath: Except for charity.

Shri Goenka: If charity is provided, 
then the courts have gone to the extent 
of Limiting the scope of that charity 
also. There are certain things which 
have been provided for in the Memo
randum of Association, but the courts 
have interpreted it and have said that 
particular expenses which have been 
incurred under the Memorandum of 
Association are against public policy 
and should not therefore be allowed. 
There have been cases in which manag
ing agents have been Thade to pay back 
those monies and have been made to 
make good those monies which they 
had spent without authority. The 
whole trouble of the business is this 
that a shareholder has a limited 
interest in the company. Suppose I 
am a shareholder of five shares worth * 
Rs. 500 in a company.

12 Noon. '
Unless I take that matter to court 
against the money barg which cost me a 
fortune, I cannot get justice or I cannot 
have my rights vindicated. That is 
really the main trouble and the manag
ing agents are able to ride rough-shod 
in the interests of the shareholders. 
They take advantage of the fact that 
no shareholder will have the hardi
hood to go to court and challenge those 
payments because as you know the 
legal procedure is rather very expen
sive for ordinary individuals and that 
too against those who can afford to 
spend money for this purpose. 
Although by the construction of the 
Indian Companies Act, it is possible for 
the Government through the Registrar 
of Joint Stock Companies to make 
investigations into these illegal 
expenses and start prosecutions and 
other proceedings, in practice it is 
rarely resorted to.

I would like the Govemnpent to take 
powers under this Bill and whenever a 
case of the kind I have now referred 
to comes to their notice, they must suo 
moto in the interests of the share
holders start the proceedings. They 
are after all the custodian of the rights 
and the privileges of the shareholders
and of the public and if those rights
are not exercised by the Government,
I say that the Government is not doing 
its duty to the shareholders, with the 
result that injustice does not prosper 
and people feel s>iy in putting money in 
industries. People say ad nauseum in
this House that capital is not coming.
How can the capital be forthcoming if 
most of the profits of the shareholders 
is frittered by the managing agents. I 
am not suggesting that the managing 
agency system is not a good system. I 
am one of those who would like to 
have the managing agency system
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because it gives an incentive to people 
to develop industries; particularly in a 
country where the industries are un
developed, there must be a certain

• amount of incentive to work and the 
managing agency system is one of those 
incentives but I want a dividing line, a 

'dividing line of their honest remunera
tion for the service rendered against 
the dishonest frittering away of the 

^nances of the shareholders.. If we 
can have a'4;hick dividing line between 
these two positions, then it will be 
something of which any Government or 
any country will be proud. This is 

-what one should aim at.

Now the Government is introducing 
this Bill. The Government can very 
-well say: why should we worry about 
it? It is the pigeon of the shareholders 
and they can remove or create manag
ing agency systems. They can create 
managing agents. It is their business 
but because the Grbvernment leel that 
the time has come when they must 
interfere they are interfering. I would 
like them to interfere a bit more. I 
would like them to close the flood gates 
from where the finances of the company 
flow out. not for the objective of the 
company but against the objective of 
the company and for the personal 
advantages of tiie managing agents., I * 
can understand anybody being chari
table; I welcome it. I garland him. In 
fact I am one of those beggars who go 
to these people begging for money for 
<!haritable purposes and even for politi
cal purposes. For my politics, I would 
l&e to go to everybody and beg lor 
money but certainly I won’t like people 
to be charitable at other peoples* 
expense. They denote somebody’s 
money to somebody. That is what I 
would like to be stopped. This manag
ing agency system should be treated 
like the old zamindari system. The 
zamindar was created for a particular 
purpose but ultimately it became a 
zaviindari from which a regular income 
used to flow. Let the managing agency 
system not be made a zamindari sys
tem. In a zamindari system a zamin- 
'dari can be sold from one to the other 
and from the other to a third. The 
substitution of one managing agent for 
another for consideration should be 
'Stopped and there is a salutary provi
sion in the Bill that it cannot be done 
■without the permission of the Govern
ment. But there are one or two provi
sions here which I am unable to under
stand. If a managing agent has been 
doing full service to the shareholders 
or to a company and by efflux of time 
his managing agency period is over, 
why should it not be automatically 
renewed? Here is a provision that 

^ven for fhat automatic renewal of that 
managing agency. Government’s per

mission will be necessary. What I am 
afraid of at this stage is that the 
red tapism of the Government, & e 
usual official favours of the people wiio 
are in power should not go to penalize 
the honest managing agent. There are 
honest and dishonest managing agents. 
So far as the dishonest managin^^ 
agents are concerned, we hold no brief 
for them but so far as the honest 
managing agents are concerned, if 
after a period of time, in the im ial 
course of things the time of their 
managing agency is over, there* is no 
reason why it should not be automati
cally renewed, if people have no 
grievance against such managii^ 
agents, but here what I find is that for 
that also GJovemment’s permission will 
be necessary. I am not suggesting for 
one moment that the Government 
would withhold such i>ermission when 
there is nothing against the managing 
agent. But I am warning the Govern
ment that centralization of these 
powers in the hands of the Govern
ment. which means in the hands at 
Grovernment officials should not be m o 
used against honest managing agents. 
That is a matter in which the Grovem- 
ment have got to guard themselves 
against. Another point which the Bill 
provides is that nobody will be allowed 
to buy majority of the shares, I can 
understand a man not having the 
managing agency if he is dishonest but 
if he wants to put in his money in the 
shares, no matter how many shares he 
purchases, what objection can anybody 
have to his purchasing the shares with 
his own money. Do you want really 
that peoples’ money should not come 
into industries or should not be 
invested in industries? After all if one 
shareholder sells his share and another 
man purchases it that money is invested 
in the company and the money which is 
brought by those who sell their shares 
will again go to some other industry. 
The objection can be only to mis
management. The objection can be to 
frittering away the finances of the 
company, but what objection can there 
be if a person buys the majority of the 
shares of the company? Once you put 
a restriction upon the sale o f the 
managing agency or the commission o f 
a managing agency or replacement of 
a managing agency, then all your 
objections in regard to shareholders 
disappear. Therefore, I submit to Gov
ernment that so far as share-holding 
is concerned, it should be left to the 
discretion of the investor to invest in 
whatever shares he would like to 
invest. I am sorry for the hon. 
Finance Minister. If this evil has been 
there, it has been there in a more 
pronounced form more than three years 
ago, more than two years ago. It Is 
not a matter of recent happening.
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Sfcri Tyagi; I was not a Minister.

Shri Goenka: I know that^I am not 
unaware of that. The fact is that this 
evil has been an old evil against which 
no aciion_has bee;i taken. Nothing has 
liappened recently except the usual one 
o r  two or three cases of change of 
managing agency. If you go to the 
years 1946 and 1947 when practically 
most of the well-established managing 
agencies changed hamds or were made 
into public limited liability companies, 
and where the control remained with 
the foreigner, for a minority of 
interests, large sums of money were 
Siven and exported out o f the country, 
Crovernm-int practically turned a deaf 
ear to the manipulations of the foreign 
managing agents in this country. It 
is a well known fact that the fo r e i^  
managing agents who are there in 
these companies do not hold a majority 
o f  the shares of the company. They 
manage with other people’s capital; 
they have more or less only a qualify
ing interest in the company. I know 
o f  a company in which I was also a 
small shareholder. That company had 
a  capital of 40 lakhs; its assets were 
well over 5 crores. The managing 
agents had only eight per cent, of the 
shares. One fine morning, they floated 
debentures for 40 lakhs with equal 
w tin g  rights to the debenture holders, 

took all the debentures for them
selves. By giving a loan of 40 lakhs 
against assets worth over 5 crores, they 
had acquired a majority voice in the 
company at the expense of the ordinary 
diareholders whose money was there m 
ttie company. I am talking of a 
foreign managing agency. These cases 
can be multiplied. Several of these 
cases have happened. When the 
managing agents found that by holding 
the shares that they have they may not 
be able to manage or to control the 
company, they created ways and means 
by  which the control went into their 
hands at the expense of the share
holders without taking an equal amount 
o f risk. These cases have been brought 
to the notice of the Government from 
tim e to time. These cases have been 
Imppening from 1945 onwards. There
fore. I cannot discharge the Govern
ment of India from the guilt of keeping 
ciuiet over this evil for such a long 
tfane and bringing this measure only 
at this late hour. But. better late than 
never. Hiat would be my reply to 
Wm.

There are many other matters to 
wtiich I would like to refer. Since I 
,am a member of the Select Committee, 
I  will mention them in the Select Com
mittee and will not take the time of 
Hie House. But, let me say only one

thing and that is, there are managing 
agency systems today under which, in 
the agreement with the company itself, 
apart from the percentage of profits 
which they are entitled to and a 
monthly remuneration, a commission in 
the sale of goods is provided. I can 
understand the managing agents 
getting a share of the profits, if the 
company makes a profit. Their fate 
must be on all fours with the fate of 
the ordinary shareholder^, or a little 
more for the services which they 
render. If the company makes money 
through their efforts, they must be 
entitled to a percentage of the profits 
of the company. But, there is no justi
fication whatever in their getting large 
chunks of money of the company even 
if there is a loss. For iiislance, there 
are c'ompanies where the managing 
agents’ term is two per cent, of the 
sale of goods. If the company manu
factures two crores w^orth of goods, 
they get a couple of lakhs irrespective 
of the fact whether the shareholders 
actually lose money, or do not get any 
dividend at all. I say that that is a 
very very wrong system. The Govern
ment should see that these systems are 
put right. The Government should see 
that the managing agents are entitled 
to a commission on the results of the 
company. If the company makes a 
profit, let the managing agents get a 
share; if the company does not maice a 
profit, the managing agents should go 
without it. Their lot should be practi
cally with the Ipt of the shareholders 
and it should not be that the share
holders may lose money, but the 
managing agents should make money, 
come w'hat may. This is one of the 
things to which I would like to draw 
the attention of the Government.

Finally, I welcome this measure, f  
have just mentioned my views on some 
of the provisions. This matter will be 
discussed in the Select Committee and 
when it comes again before the House 
we will see whether the measure 
receives the approval of the House. I 
hope that with the changes that will be 
made in the Select Committee, this 
measure will receive unanimous assent 
not only in the House, but outside also.

Mr. Cfaairmaa: If the hon. Members 
agree, I would like to call the hon. Mr. 
Tyagi at 5 minutes to one o’clock, so 
that he may have 20 minutes to reply.

Shri T. N. Singh (Uttar Pradesh); In 
'view  of the fact that a Member of the 
Select Committee has been allowed to 
participate and to that extent, the time 
o f other speakers who would have 
participated has been curtailed, I sug
gest that at least to that exjent, isome. 
Members may be given an opportunity 
to speak.
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Mr. Chainnan: I think the hon.
Member was absent when I gave my 
views on this point some time ago.

Prof. S. L. Saksena (Uttar Pradesh): 
This Bill is undoubtedly a very neces
sary and welcome Bill. I agree to some 
extent with Mr. Goenka when he said 
that the Bill has come too late. As he 
said, we are trying to close the stables 
after the horses have bolted away. 
Still I hope.......

Shri R. K. Chaudhuri (Assam ): Is 
there any horse in tJie stable?

Prof. S. L. Saksena; There are some 
left.

Still, I do hope that the Government 
will take care to hurry up with. the 
comprehensive Bill to amend the Com
panies Act and this Bill will be made 
use of only to save things from becom
ing worse.

So far, there has been a debate only 
from two points of view. From the 
point of view of the shareholders, it 
has been said that the managing agents 
defraud the shareholders, particularly 
the poor and less influential share
holders. Then, the managing agents 
and their representatives have said that 
there are only a few black sheep, that 
most of them are very good people and 
so you should not be harsh upon them.
I would like tô  approach the Bill main
ly from the labour point of view\

It must be remembered that indus
trial production in any country is the 
joint product of the efforts of capital 
and labour.

An Hon. Member: What is the share 
of labour?

Prof. S. L, Saksena: I will tell you, 
presently.

As I said, all industrial production is 
the result of the joint efforts of capital 
and labour. It is now recognised 
freely that out of the profits of a con
cern, labour and capital should share 
equally.

Dr. Deshmiikh: Labour should have 
more; why equally?

Prof. S. L. Saksena: Four years ago, 
there was the Industrial Truce and 
in that truce, it was agreed that there 
shall be profit-sharing and labour was 
to share adequately in the profits of 
an industrial concern. Besides, every- 
)x>dy knows that bonus is a perpetual 
source of quarrel in industrial c<m- 
cem s and it has become a very difficult

job to ascertain what bonus should be 
paid. I can tell you from my intimate 
knowledge of the sugar industry, that 
for the last three years disputes have 
been going on about the bonus fo f the 
years 1948,. 1949 and 1950. And the 
cases have gone to the Appellate Tri
bunal and ihe High Court with the 
result that there were strikes in tne 
industry this year and stoppages and 
lock-outs and what not. If the com
pany law had not been defective, we 
coiiid have ioiiad oiil ihe made
by the industry immediately by look
ing at the balance-sheets, and there 
would have been no difficulty in settl
ing the amount of bonus to be -shared 
by the labour and the management. 
There would have been no stoppages 
in the industry and there would have 
been smooth running of the industry 
and more production for the whole 
country.

The difficulty is in determining the 
real profits. In fact, in the year 1949 
when Justice Bindbasini Prasad of the 
Allahabad High Court was appomted 
as the Court of Enquiry to determine 
the amount of bonus for the sugar 
workers for the \/orking season 1948
49, he issued a big questionnan-e to 
the factories and called^ for their 
balance-sheets. Some of the factories 
did not send their balance-sheets 
and others did send them. And. 
those balance-sheets that were re
ceived were carefully exammed. 
and do you kaow what the learned 
judge observed with regard to these 
balance-sheets? He said that t.ie 
balance-sheets cannot be relied upon. 
They did not disclose the real pro
fits. A factory which had cri^hed 13 
lakh maunds of cane had shown pro
fits and another v/hich had crushed 18 
lakh maunds had shown loss which was 
absolutely unbelievable and absurd. 
May I then tell you how these balanc^ 
sheets are being fabricated? I would 
request the hon. Finance Minister to 
carefully Usten how this thing is done. 
The Government can investigate into 
the affairs of a concern and ascertain 
the profit or loss of the concern by 
examining the balance-sheets, but these , 
balance-sheets are fabricated and so* 
they do not show the real profits made.
I might give some instances of the 
methods adopted to avoid -having ta 
show the real profits- in the balance- 
sheets. -

Take the case of a factory crushing:- 
cane and producing sugar. The 
amount of sugar produced is measured. 
You have the Excise Department ta- 
do that. But you have no department 
to measure the quantity of cane that 
has been purchased and crushed andt 
so the factory can show in their books:-
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Mnore sugarcane having been bought 
than had actually been the case. When 
^hey had actually bought only eleven lac 
anaulids of cane they could show 
^ e l v e  lakh maunds as having been 
bought and pocket the price of the 
one lakh maunds of cane. You know 
there are farms attached to some of 
the factories. They are all closely 
allied, though they are sometimes 
shown as separate. The accounts are 
m ost often manipulated. The manage 
ang agents of the factories have com- 
g)lete control of these farms and the 
iarm -cane comes to the factories. 

^Suppose eleven lakh maunds of cane 
'^am e to the factory, the books of the 
■factory would show that twelve lac 
jnaunds had come. The factory owners 
-themselves are the buyers as weU as 
-the sellers and so they can Sihow that 
:the farm had sold twelve lakh maunds 
^ f  cane, when actually only eleven lakh 
maunds had been supplied. They 
pocket the price of the other one lakh 

tthat had been fictitiously shown as 
^purchased. And then they show a re
covery of only eight per cent. And so 
the bonus due to the workers will not 

;-go to their pockets but will remain 
:in the pockets of the manufacturers. 
^This is one of the methods by which 
the sugar manufacturers are able, to 
defraud the workers of their dues. In 
this way the share-holders suffer and 
the labourers suffer. Also the con
sumers suffer because it is given out 
that only eight per cent, is tlie re-

• covery of cane in that mill. It Is 
interesting to note that if you examine 
the progress in the development of cane 
since the ^ear 1930, i.e., during the last 

.21 years, the recovery percentage of 
 ̂sugar in cane has remained almost the 
same for UJ*. and Bihar, somewhere 

‘ between 8 and 10*5 per cent., while for 
some places in Bombay it is about 11 
to 12 per cent, and for Java it is about
14 per cent, and for Formosa it is 
about 15 per cent. Do you mean to 
say tbat here the sugar content of 
sugarcane has not improved at all? 
No. It has, but the actual amount of 

‘ Cane crushed is much less than what is 
jshown in the books and so a smaller 
trecovery is shown in the factory books. 
"These figures are all manipulated.

"Last year, as we all know, we had 
-the enquiry about the sugar muddle 
and I would draw the particular atten
tion of the House to para. 4 of the 

Crovernment’s Resolution on this com- 
:?mittee of enquiry. They say:

''Premium charged by sugar fac
tories over their fixed price during 
July-August, 1949.— T̂he Indian
Sugar Syndicate informed the

V Committee that 13 factories from

among their members had charged 
a premium over their fixed prices. 
Replies received by the Committee 
from factories direct, however, 
showed that certain other factories 
had also charged premia. The 
premium charged by different fac
tories varied widely and -was as 
high as Rs. 10-12-4 per maund in 
some cases. The information sup
plied to the Committee by mer
chants s’nowed that a much larger 
number of factories had charged 
such premium, and their number 
in U.P. and Bihar alone would be 
more than 75.”
So it is obvious that while the 

Syndicate confessed that only 13 fac
tories had charged premium on sales of 
sugar, according to this Committee at 
lea^ 75 factories in the U.P. and Bihar 
alone had charged premiimi, but had 
not shown it in their books. If it had 
been shown in the books, the Syndicate 
would have said so. Only 13 factories 
had confessed the fact. I would ask 
the hon. the Finance Minister to find 
out how these 75 factories had made 
higher profits and where has this pre
mium gone.

A very interesting document was 
shown to me by a sugar merchant in 
Bombay and he showed me how these 
sugar manufacturers had pocketed the 
extra money. A particular factory with 
big influence with the authorities in 
Bombay and probably at the Centre 
also, sold about 30 lakh maunds of 
sugar. They sold it by af benami 
transaction to a particular bogus firm. 
The bogus firm sold it to the actual 
wholesaler who sells it. How was the 
transaction made? Two kinds of pay
ments were received, one by cheque 
and the other by cash. The cheque 
was for the amount permissible under 
the law at controlled rates and the 
cash was the premium which went into 
the managements’ pockets and not into 
the factory’s '  accounts. (Interruption) 
My friend says that this practice is 
quite common. I know it is. But it 
is not common to find receipts showing 
payment of so much by cheque and of 
so much in cash. In fact I had written 
a letter to the Finance Minister. Dr. 
John Matthai, about it and he forward
ed it to the Central Board of Revenue. 
I said that I would even give the 
details. I have now been waiting for 
two years for a reply from the Central 
Board of Revenue.

An Hon. Member: You will have to 
wait till eternity.

Prof. S. L. Saksena: Thus the con
sumers lost, the shareholders lost, the 
labour lost and the Government also
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lost in income-tax. This fraud was 
possible because the Companies Act 
■was Xrery defective. The managing 
agency system is defective, as Gov
ernment itself has been forced to ad
mit in the Bill, I demand that the 
managing agency system should go 
lock, stock and barrel. Had the' Gov
ernment not come forward with the 
Ordinance, the position would have 
been much worse. I have given ins
tances from my personal knowledge. 
I  hope the Finance Minister will find 
out how these transactions were made 
and 'Where the money had gone.

I f  my friend, the hon. Mr. Tyagi 
examine t̂ îe balance-sheets of various 
companies, he will find that from year 
to year even though the profits are 
Bs. 20 lakhs the shareholders get only 
Rs. 2 lakhs in dividend, the rest goes 
into the reserve and depreciation and 
other funds. The amounts in these 
funds are almost completely at the 
l>eclc and call of the managing agents. 
M y friend Mr. Goenka mentioned the 
case of a friend who spent Rs. 2,200 
for a Rs. 200 share to obtain controlling 
voice in a concern. That is because 
they can make many times that money 
which they will thus invest in shares. 
I wish there were some check on the 
amounts going into the reserve and 
depreciation funds so that the share
holders get the share of the profits due 
to them. Since labour loses so much 
in bonus, it is very much interested in 
seeing that the Company Law is 
amended properly.

Recently in the dispute about bonus 
to sugar workers of U.P. before the 
U.P. Industrial Tribunal at Allahabad, 
we examined the balance-sheets of 
some 66 sugar mills in the U.P. It 
was found that no two tallied in regard 
to  the time of beginning and ending of 
the financial year and the method of 
keeping accounts. Some factories be
gan their accounts in March and ended 
it on the 28th February and some 
fcegan from 1st April and ended on 31st 
March. It is, therefore, impossible to 
compare the results of the sugarcane 
crushing in one season with the results 
in another season. Similarly, tabulation 
under various heads and accounting are 
different in every case and no compari
son is possible, so that you cannot 
assess and compare the profits and 
compute the exact bonus which should 
be paid to the workers. In fact, the 
'Tribunal * has recommended that the 
Government should so amend the 
Company Law as to prescribe stand
ard forms for keeping accounts in the 
Act itself so that the manufacturers 
do not defraud the income-tax de
partment as well as the industrial

courts by juggling with their figures 
through these varying forms of ao- 
counts. The account year also should 
be uniform for all the factories; I 
would suggest that every factory 
should be asked to keep its accounts 

 ̂ and prepare the balance-sheet for the 
period 1st November to 31st October, 
which is the sugar year, so that with 
uniformity in accounts it would be 
easier to compare accounts and to 
detect fraud. There are honest fac
tories also who maintain correct ac
counts and if such factories make 
huge profits a comparable profit can 
be expected in the case of other 
factories which, however, at present 
cannot be easily found out. Their 
trick is to see that the accounts are 
not comparable. Therefore, teere 
should be a provision in the Act i t s ^  
prescribing the standard form for 
preparation of the balance-sheet, for 
the profit and loss accounts, for the 
manner of keeping accounts, and also 
a uniform year should be prescribed 
for all the factories producing the 
same commodity so that these frauds 
may be easily detected.

Now besides the loss to share
holders and to labour, the coimtry also 
loses because production is stopped. 
My friend, Mr. Sidhva gave the inst-  ̂
ance of the Sholapur Textile Mills. I  
can cite the instance of at least five 
sugar mills which have closed down 
and continue to be so because of the 
mis-management on the part Oft 
managing agents. Tlie Government 
have taken over some of these and 
leased them out. Otherwise their 
production would have been stopped-
So, not only do the shareholders lose 
their profits and the labourers go out 
of employment as a result of closure 
of mills but the country loses a large 
amount of sugar production. It is 
therefore necessary to incorporate a 
provision in the Bill that if there is 
mismanagement, the factory should be 
taken over by the Government and 
run. eit^her by itself or by some other 
agency which it may choose. In this 
connection I may suggest that Gov
ernment should have its own economic 
service which can take over such con
cerns where the managing agents have 
failed; such a service would be most 
important and without its assistance 
it would be impossible to run these

I come to the question of selling 
agents and buying agents. A  very 
interesting phenomenon which I 
observed this year in the balance- 
sheet of some of the sugar mills was 
this. Under the present sugar control 
Government arrange the sale of all the
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sugar; it orders despatches, issues 
permits, and does all other necessary 
things for selling sugar. Therefore 
the mills do not have to spend a pie 
upon the selling agents. Yet the"
atfnount paid to selling agents is the 
same as that which was paid former
ly  and even the chairman of the 
Sugar Syndicate was forced to confess 
tJiat this is a fictitious entry because 
there are no buying or selling agents 
now. The Government is the pur
chaser and selkT of sugar; t^ai being 
so how can there be other buying and 
selling agents? Kuge amounts are 
shown in these entries, sometimes 
these amounts are actually more than 
the amounts paid to shareholders. 
So I want to tell m y.hon. friend that 
this is yet another way in which Gov
ernment is defrauded, the incom.e-tax 
department is cheated, by savine 
the mills have paid so much to the 
buying and selling agents which they 
have not actually done. With con
trol, how can they pay anything to 
selling agents? I want the Finance 
Minister to see that no amount is 
aUowed to be spent as a legitimate 
expense on selling and buying agents, 
especially when the article is under 
control.

It has already been said by my hon. 
friend Mr. Gk>enka that the expenses 
o f  managing agents are very heavy. 
They live the life of princes. You 
can go to a factory and see how they 
live. Unless there are strict orders 
limiting the personal expenses of 
managing agents, this thing cannot 
stop. Besides, the managing agents 
appoint their owm relatives as general 
managers of industrial concerns even 
though they possess no qualifications 
for the job on huge salaries. This stunts 
the growth of industry and retards 
its development.

Then there are other malpractices. 
Only the other day, we heard in this 
House how a Minister of the Govern
ment ih the U.P. was going to make a 
deal with the sugar manufacturers. I 
am s o :^  I was absent when the hon. 
the Prime Minister read out the reply 
o f  this Minister. He said that it was 
a  simple enquiry from the millowners 
who wanted to help Congress. The 
facts are not so. They are otherwise. 
I  know f:ie full story. The particular 
Minister went to Muzzaf^imagar dis
trict about a month ago and there the 
talks commenced. There was a 
bargain. The millowners tried to 
bargain that Es. 50 lakhs wiU be paid 
b y  them to the Congress if 100 seats 
are offered to them. The Minister 
was prepared to offer 65 seats only.

That quarrel was going on. I know 
the facts fully well.

Shri Tyagi; I v/onder if it is rele
vant.

Mr. Chairman: It is not fair to
make these allegations when the per
son to whom these allegations refer 
is not here to defend himself. 
Besides, I want to know if the hon. 
Member making these allegations will 
take full responsibility for them.

Prof. S. L. Saksena: I take full res- * 
ponsibillty. Government should ins
titute an enquiry and if the whole 
thing is not true, I am prepared to 
undergo any penalty. I know the 
facts.

Shri T. N. Singh: lie is protected 
here. That is why he makes these 
allegations on the floor of the House. 
Why does he not make a statement in. 
the Press?

Prof. S. L. Saksena: Let Govern
ment institute an enquiry. I say the 
whole thing will come to light.

Shri T, N. Singh: Naturally, you will 
say all that inside the House.

Prof. S, L. Saksena: I shall say it 
outside also; do not worry.

Shri Tyagi: I had made -enquiries 
from the hon. Minister talked about 
and got his letter, part of which the 
hon. the Prime Minister read the other 
day. The hon. Minister of Food o f 
U.P, states in his letter that there was 
no question of bargaining for the seats.

P ro l S. L. Saksena: I have already 
said that if an enquiry is ordered b y  
the Grovemment, the facts will be 
proved. .

Shri Sidhva: How is this germane 
anyhow?

Mr. Chairman: Could this House be 
used as a platform to ventilate such a 
grievance? The hon. the Prime Minis
ter made a statement the other day and 
the hon. Member who is speaking now  
was present then. Is he placing addi
tional facts before the House on his 
own responsibility?

Prof. S. L. Saksena: Yes, Madam.
Shri Goenka: On a point of order. 

The letter which was read by the hon. 
the Prime Minister was only read Id  
part and as you know, according to 
the Standing Orders of this House n<̂  
document could be read in part un
less the full document is placed on the 
Table of the House. Therefore, to  
refer to the part statement o f the hon.
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the Prime Minister in any context is, 
m ay I respectfully submit, not quite 
accurate because we have not got the 
^ull facts before us. If Fhe letter had 
l>een placed before us, we would have 
known the full thing. We got only a 
jportion of it and we do not know 
what the other part contains.

Mr. Chairman: When the hon. the 
Prime Minister made a statement and 
^Iso read the letter, the hon. Member 
now raising this point, was present. 
T he hon. the Prime Minister said that 
lie read Jhe relevant portion of the 
letter and the other portions of the 
letter had absolutely no bearing on the 
.subject. The House treated the matter 
^ s  closed. If the Prime Minister had 
fceen asked to place the entire letter 
<on the Table of the House, I do not 
know what his reply would have been. 
It is not now open to the hon. Member 
to  raise that point again.

Prof. S. L. Saksena: My point was
^his. I only want income-tax to be 
•charged on whatever money is paid. 
Besides, the shareholders should not be 
^deprived of their share of profits.

Shri Tyagi: That was made clear the 
other day. If the shareholders object 
to  the contribution going to any politi- 
■cal party from out of their profits, it 
is open to them to complain and get 
their profits back.

Shri Goenka: Complain to whom? 

Shri Tyagi: They can go to courts. 
Shii Gk>enka: Courts—that is right!
Prof. S. L. Saksena: I want the Com

pany Act to be so amended that no 
such loopholes will be available for 
contribution of money to political 

P parties.

Shri Tyagi: That is a different matter 
-altogether.

Prof. S* L. Saksena: Here we are 
dealing with the Companies Act. I 
have recently seen the balance-sheets 
o f  some factories.......

Shri B. K. P. Sinha (Bihar): May I 
know from the hon. Member if he is 
very sure that there was any such 
bargain, and if so was it in their indivi
dual capacity, or in their capacities as 
directors or representatives of the com
panies r.iat they were negotiating? 
(Interruption).

Mr. Chairman: I am sorry for the
way in which the decorum of the'House 
is not maintained. When the Chair 
is  on its legs it is not fair for Mem- 
Ibers to go on speaking.

I do not want a controversy to deve
lop here on this point. The hon. 
Member, Prof. Saksena is making alle
gations of a serious nature. Instead of 
doing that, I would ask him to frame 
a question and send it to the proper 
quarters. J^ecause there must be some
body to answer his points.

Prof. S. L. Saksena: I will do that. 
Besides, I have made a demand for an 
enquiry. Such charges are best proved 
in the course of an enquiry. I take 
full responsibility and am prepared to 
face all consequences. I do not make 
allegations, unless I am sure of facts. 
In fact, I have got enough details, but 
I do not want to give all of them. All 
that I ask for is that the Company Law 
should be so amended so that nobody 
may be able to squander the company’s 
money in this way.

Then there is another way in which 
the managing agents defraud the share
holders. While examining the balance- 
sheets of some companies in the Indus
trial Tribunal. I came across case 
of a firm, which had a capital of 1^. 30 
lakhs four years back. Now it re
valued its machinery b.v Rs. 50 lakhs 
more, that is to say it made its capital 
Rs. 80 lakhs. This was attribute to 
increase in the price of machinery. 
Very well, they are welcome to do that. 
But we demanded that labour should 
have a share out of it. What was most 
interesting was that with reserve funds 
and depreciation funds, the capital be
came about Rs. 1 crore 10 lakhs. Out 
of this, about Rs. 70 lakhs were invest
ed in a factory in Akola for manufac
turing vegetable ghc'e. And the poor 
workers who had earned the money 
with their sweat would get nothing out 
of it. The money has now been in
vested into a factory at Akola on 
vegetable oil. The workers’ share is 
nothing. In this way the money of a 
company is spent and when it is 
debited to the accounts of the other 
company, the workers lose their share 
in profits from it. What I say is this 
that while amending the Companies 
Act, please bear in mind the interests 
of the shareholders and consumers, but 
also for God’s sake do not forget 
labour. Remember how labour is 
cheated, how in this manner as f  have 
shown just now, huge funds—more 
than half the paid-up capital— are 
transferred to a concern elsewhere and 
labour gets nothing in the profits out 
of it. Therefore, this kind of thing 
should not be permissible. There must 
be some machinery by which labour, 
the joint producer of the wealth, should 
also share in it. We only demanded, let 
the labourers be allotted shares in the 
new company. They would not do i t  
We said, let them be given shares in
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the old company as compensation to 
them. They would not do that. They 
only want to clie'at them of their 
money, and they would not take the 
labourers as sharehj)lders. ^

These were some of the points which 
I wished to draw the attention of the 
House to- I hope the new Companies 
Act will try to remedy all these defects. 
I do not know whether it will come 
before this Parliament. I wish it does. 
Otherwise this Bill which is now sought 
to be passed should at least be so 
amended as to stop the major abuses 
which are practised today. If you 
camiot bring the comprehensive Bill 
lo r  amending the Companies. Act just 
now, this Bill should suitably
amended so that in the next eight or 
ten months till the new House comes 
into existence, this loot may not go on 
as it is going on today. I do not know 
whether it will be possible to bring 
that measure in this Parliament, but I 
very much wish it was aone, for it 
would be a great help to the country 
nnH to the Government also in its 
finances.

Madam, it is five minutes to one and 
you  have already fixed the time. I 
w ill not therefore take more time of 
the House and will sit down.

Shri T. N. Singh: Madam, I would 
again plead that despite the charge 
that I was not in my seat at the parti- 
^ la r  moment, I do feel that some of 
the time which ordinarily should have 
gone to Members who are not on the 
Select Committee has been taken away 
in thLs debate and that they should in 
all propriety and fairplay be given an 
opportunity to speak on this subject.

Mr. Chairman: Mr. T. N. Sfngh will 
speak. After he finishes I would like 
to call upon the Finance Minister be
fore we adjourn today.

Shri T  .N. Singh: Thank you. Madam. 
I am very grateful lo you for giving me 
an opportunity to speak on this Bill.

Shri Sonihi: Do not bring in that 
sugar muddle.

Shri T. N. Singh: I assure my hon. 
friend who has just interrupted me 
that I have no intention of indulging 
in extraneous matters because the 
time at my dis^Dosal is short and I 
wish to ola^e certain important points 
before the House.

The main oroblems that are sought 
t.n be tackled by r^is Bill are to see 
that the shareholder is not defraiided

of his due share and that by means of 
hctiiious transters of shares or interest 
the consumer or labourer or anybody 
who has got the vital interest in the 
concern is not defrauded. That being 
the case, the main consid^ation, at 
least to me, is whether this Bill goes, 
far enough and is adequate. I am in 
agreement with most of my colleagues 
here that the Bill does not go far 
enough. I will just take an instance. 
A transfer of ownership of shares is 
permitted by the death oi a particular 
member of managing agency or by the 
ordinary lapse of time. I will draw 
the attention of the hon. Minister to* 
one fact. There is nothing in this to 
prevent a particular section of the 
article being amended which would lay 
down that instead of directors retiring 
every three years they shall now retire* 
every two years. Wfth that provision 
being made, it is easy to make a change 
after that lapse of time. Similarly I 
refer to the various wa3̂ , subterfuges^ 
of diverting the profits and showing 
that they are expenses of production. 
It may be done as a sales commission, 
purchase commission and even as 
bonus to labourers. I make bold to 
make that statement because I know 
that even the bonuses for which our 
labour leaders are threatening the 
coimtry with labour strikes are being 
used only to raise the prices for the 
consumer. What is the guarantee, I 
want to ask, that at some future date- 
both labour and manufacturer will not 
join in a conspiracy to raise the prices, 
so that both may get more: labour,
more bonus, and employer more profits 
and more dividend.* ? That is a 
tendency which has to he fought and 
unless the Government or those who^ 
are running it know what are the 
legitimate expenses of production, n o  
amount of laws or no changes ia  
the regulations, nor new Bills and 
measures will help us in any way. 
For instance, there have been cases 
where besides tbe sales and purchase 
commissions the evaluation in transfers 
or tb** evaluation of the whole machin
ery and assets has been so’ arranged 
and the rate of depreciation, the value 
of assets and the charges on the assets,, 
have been so changed that proportion
ately apparent profits and dividends 
have been reduced. This is an aspect 
of the problem, which I am sure this 
Bill is not going to solve in any way.

Similarly, there are other thinps,. 
not to say of small minor matW.c that 
have been raised. I wa^t to draw the 
attention of the hon. Minister to cer
tain cases, where certain fictitious 
romnantps «re ptarted. SuoDOsing T 
am a hi? man and T baT>oen to h?»'»e 
a of labourers or
I say to them, you all contribute m
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rupee or two each as share money. I 
am going to float a company. I will 
bring out a newspaper nr some such 
thing and thon the newspaper comes 
out for a week or two months or it is 
distributed to various people including 
members of legislatures. After some 
time I close it down and the share 
money left with me is utilised by me. 
Now I say that is one way of getting 
profits out of the poor man who is a 
share-holder, who is supposed to be a 
share-holder in an embryo company. 
We do not know where the money has 
gone. AH the same the poor people 
lose the money and another man 
makes proSts out of it. These things 
have been happening. There are other 
instances whera commissions are never 
shown. Somebody goes abroad, he 
purchases certain things meant for his 
concern, say newsprint or such other 
things. What is there to show that that 
man has not got a commission out of 
the transaction and taken it and yet 
the company has lost to that extent.

1 P.M.
The real thing is that the adminis

trative machinery of the Government 
has to be toned up. You have got your 
own Income-tax Department for which 
I have all praise They have on the 
whole done very well. That is my view 
because I think Ihey have functioned 
In an honest and straightforward 
manner. They know a lot of things. 
If only they were taken into full 
confidence, if only the honest and 
good fellows among them were 
a.sked to go ahead with the j'^b, 
and were not hindere.d too much. 
I am sure all these un-eamed 
profits, hidden profits, etc. can 
easily b'* mooned ud ard aU. 
these things prevented. After all, 
what are these transfers? They 
are oriy efforts at evasion of income- 
tax. In the ultimate analysis, they are 
designed only for that purpose and for 
n') other purpose. Now. I want to know 
whether in this matter of fithting 
income-tax evasion, we have been as 
successful as we exoected, and whether 
we have been able to go through t’le 

of the hie fellows. Leave alnne 
these small orodurers of su^ar. Be
fore our own eyes, ffreat banks have 
changed hands. Today one bank is 
sunnosed to have gone and mer^ei 
■with another bank. Then, we hear that 
this is all fictitious and tomorrow, the 
oricinal bank will be revived. All 
f^ese thin«?s are hann^nine bef^^® «»nr 
eyes. My hon. friends Mr. Goenka 
and Prof. S. L. Saksena. in the'r zeal 
for certain narty or group interests, 
^ave brought In extraneous matters, 
what really we should consider at this

juncture is that we should not be-led  
away by all sorts of motives to abuse 
or prejudice each other. How are we 
going to combat these subterfuges that 
are happening before our eyes? Are 
we not entitled to ask the Government 
that besides these laws, there should be 
something more? You can change any' 
law. It is just like the demon 
Raktabij; every drop of whose blood-' 
as it fell to the ground was converted 
into another Raktabij. You may have 
ten amendments to the existing laws; 
but a hundred other ways will be 
found to evade all these. Apart from 
tightening up here and there.— that is 
necessary and the Bill of course meets 
a demand of urgent necessity—  w h a t ' 
is more important is that we have to 
see that the execution of the provisions 
is well done. Therefore my emphasis  ̂
is on the last part, the ooerative part 
of the Bill, in which a commission o f  
three is going to be appointed. I wish  ̂
this Bill had laid down certain condi> 
tions about the qualifications, and : 
experience o f those "persons. I am* 
really sorry that no Member who spoke 
on this Bill ever cared to deal with . 
that

^^Shri A. C. Goha: I mentioned about .

Shri T. N. Singh: I am sorry; with 
one exception. Instead of bringing in 
extraneous matters, I would humbly 
urge the House and the Minister to 
look into that aspect now.

Mr. Chairman: May I know whether 
the hon. Minister will finish within 10 
minutes? If he cannot, he may reply 
tomorrow and if any other hon. Mem
ber wants to speak for 10 minutes, he 
can speak.

Some Hon. Members: That would be 
better.

Shri Tyasri: I have not much to say;
I will soon finish.

I reallv feel proud to belong to a 
House whose outlook, all through, has 
been, to say the least, verv progressive, 
in all matters social, political and eco
nomic. In the present case I have not 
much to say bv way of defence, fo :, I 
feel that the House only wants t’-ie 
Government to fo much farther than 
this Bill goes. From every section c f  
the House. I have received suonort for 
the Bill and therefore I n^ed not take 
much of the time of the House in le - 
peating what I originally said.

Shri Hnssain Imam: They expect:,
progress from you alsa.



-■76) Ind ian  Com panies 16 AUGUST 1951 {Amendment) B ill 770

Shri Tyaffi: But, since out of their 
zeal to safeguard the interests of the 
smaller share-holders in companies,

- hon. Members have made suggestions,
- I am afraid, if they are not commented 

upon by the Government, it might
- create a little sort of an alarm. I am 

in perfect agreement with Shri 
Syamnandan Sahaya when he says that

t there would have been no industries in 
rthe land if we had no managing agents. 
That is really a fact. The system of 
managing agency is really responsible 
for many of our industries. The 
managing agents had come forward as 
pioneers and started and pushed for
ward these industries and at the pre
sent stage of our country we cannot 
minimise the importance of the system 
o f managing agencies. In fact we may 
even say that these managing agents 
gave industries to us and they have 
industrialised the country to the extent 
it has been. They are responsible 
for this. But it is in the very interest 
o f these managing agents that we have 
brought in this n^^asure, *^ese good 
managing agents and directors who 
are serious about the industries of the

• country will be really helped by this 
measure, because as it is, they suffer 
on account of the black sheep among 
them. The biggest question in the 
economic field to-day is the capital 
formation about which we talk off and 
on. Capital formation and production 
from industries—these are the matters 
o f w'lich we hear so much. And I 
might say With reference to v/hat Prof. 
Saksena has said that it is not only 
physical labour that goes into the pro- 
tiuction of the articles, we have phy
sical labour of human beings, and also 
their mental equipment, their mental 
energy, and also the monetary forces. 
All these are needed and these with 
raw materials give us the commodities. 
Each one of these factors has its own 
importance. And when we think of 
money, we know and everybody has 
recognised it, that on account of the 
black-market profits, the money is 
mostly going towards commerce and 
that is a trend which must be checked. 
People tend to invest their savings in 

--commerce because that brings them 
quick profits and....... ‘

Prof. S. SaJcsena: You mean in in
dustry.

Shri Tyagi: No, they invest it in 
commerce and industry is now fast 
being commercialised. That is 
fear. If industry remains an industry, 
then it will produce and that is good. 
But if it is commercialised, then that 

'is  bad. People invest their savings in 
‘ ‘commerce and not in industries. That

is the difficulty. These two things 
have to be distinguished from each 
other. One is the productive field and 
the other is a field of exchange of com
modities. It is on account of the 
tendency to commercialise by way of 
speculation that industries are showing 
signs of going down in profits. So long 
as there is no incentive, the people will 
not go into the productive field. 
Capital does not always come from the 
big moneyed people. The smaller man 
who makes a saving also wants to in
vest his money and we want him to 
invest it in industry. People tend to 
lose their faith in industry because of 
the black transactions in the industrial 
field. If a man has a couple of hundrecf 
rup^s as savings, he wants to invest 
it in industries so that he may earn 
some profit. It is the intention of Gov
ernment to see that industry really 
thrives and that the managing agents 
who run industries are really managing 
them in the best possible manner. The 
question is not of maligning the fair 
name of industries, but one of making 
their gooJ name recognised by the 
small investor, so that he may feel that 
if he invests his savings in industry he 
will get his due share of the dividend. 
That sort of confidence must be 
brought to the mind of the investor.

It is from that point of view that a 
little change has been suggested. Mr. 
Goenka said that Government has come 
forward with this measure when the 
horse has been stolen from the stable.
I might tell him that it is not so. In 
fact when these new developments 
came to light in 1948 the Commerce 
Ministry appoiijted some officers to go 
into the matter and make suggestions 
for legislation. A memorandum was 
issued containing their suggestions and 
it created a lot of criticism and contro
versy all over the country, with the 
result that the Government had to ap
point an Expert Committee to make 
proposals. As the House knows the re
commendations of that Committee were 
not available and the measure has 
therefore been delayed. So Govern
ment is fully conscious of its res
ponsibility.

The situation is serious in the field 
of industry. I have here a table of 
the malpractices which the Govern
ment has collected:

Borrowing made for extraneous 
purposes—24 cases. .

Issue of debentures or mortgage 
on companies’ assets for financing 
advances or investments in alliett 
concerns— 7 big cases.

Non-trade advances to nominees 
or unknown party— 5 cases.
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Loans or advances to managing 
agents or directors including tnost: 
on current account—22 cases.

Inter-locked or inter-company 
loans and advances— 17 cases. *
Shri Sidliva: Are you taking ah 

action?
Shri Tyagi: We are now taking . 

powers to take action. We have been 
handicapped ior lack of powers. There
fore Government has come lorwarc. 
before the House for powers so that 
they may take proper action and li; 
time.

There have been inter-company oi 
other investments in shares including 
ftiose made from borrowed funds oi 
increase of share capital. The num 
ber of cases is 31.

There are a number o f categories In 
which the shareholders’ money has 
been frittered away and people are 
taking selfish advantage out of indus
try. Now industry is no more the 
concern of shareholders only but has 
kecome the concern of the nation as 
a whole. I may tell the House that 
it is Government’s desir® to see that 
industry flourishes like fresh flowers, 
for it is industry which gives revenues 
te the Government. As the House 
knows six to eight annas in a rupee 
come to Government as revenue from 
industry. Therefore the Finance 
Minister who acts in a manner which 
injures industrial progress will injure 
his own portfolio. After all the 
Finftncs Minister has no other politics 

 ̂ «xcept to collect the funds and dis-
* burse them according to the wishes of 

the Houm. From that point of view 
the Government is the major share
holder in industry. That is the way 
1 conceive of industry. Therefore to 
allay any alarm on the part of the in
dustry I want to make it absolutely 
clear that the intention of the Govern
ment is not to interfere unnecessarily 
in the process and progress of industry. 
This measure is only meant to check 
malpractices.

Friends have talked about the posi
tion of managing agents whose agreed 
period of managing agency has yet to 
expire. It was said that they are 
\inder the fear of the new axe coming 
up. After listening to the tone of the 
debate in the House everyone is certain 
that the House really means fairplay 
towards the shareholders. Well, those 
big people whose vested interests are 
involved are keen to see that they

V steal the horse before the stable is 
locked, as Mr. Goenka would say. It 
is from that point of view that a sug
gestion has been made in this Bill that
m p. s. a

when these agreements expire they are 
not allowed to renew them accordmg to . 
their own wiU. Otherwise, they may 
even get turther advantages from those 
companies. This is a small measure; 
the Digger Bill, as has been suggested 
by many hon. Members, will deal with 
various other points tnat nave been 
••aised.

A suggestion was made that the right 
of vote must be divorced from the 
ownership of stock, or the number of 
shares. That is not possible under 
the present circimistances and it is not 
our view that the right of vote should 
be so disirubed. The motive of the 
present Bill is not to disturb the 
regular routine of industry nor is it 
the proper time when tne regular 
passage of industry or the movement 
of the wheel of inaustry should in the 
least be disturbed or checKed. There
fore Government does not agree w’̂ ith 
the proposal made that equal right of 
vote should be given to every share
holder and that those who invest 
should not really Have enough powers - 
in their hands to safeguard their 
interests.

I have already said that capital 
formation is ratiier slow and shy be
cause smaller men are fast losing their 
conridence m inaustry. If tney were 
to know that they would have their 
fair return I am sure they will invest 
more and more. I am sure this 
measure will help us in bringing for
ward the smaU investor.

Shri Kamath: Will the Minister help 
them to overcome their shyness?

Shri Tyagi: Surely when transac
tions win be made in the open day 
light before everybody’s eyes siiyness 
will naturally go.

As regards control on expenditure, I 
have already said that some mention 
has been made in this Bill giving 
powers to the shareholders to approach 
the courts for redress whenever they 
thmk their funds are bein^ frittered 
away or their interests jeopardised. It 
is for the Select Committee to con
sider the question but let me say that 
if tne Government were to have all 
these vi^st powers then there may be a 
tendency amongst those who occupy 
these benches to misuse those powers. 
So it is better that these oowers are 
vested in courts of law. That way in
dustry also will have more confidence.

Some friends have referred to some 
Ministers. WeU, I think Blinlsters 
must observe the highest scruples in 
these matters. Since Uiey too have
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[Shri Tyagil 
come from pubUc life thw wiU have 
their relations in politics, industry 
commerce, people small or big. But 
let me say that when they act 
their political parties there the ^ v -  
emment is not involved at all. Even
il seats are transacted for anywhere it 
is not the Government that is domg it, 
it is the party or parties that ^ e  domg 
it and they will have to face the elec
torate on these things.

Prot S. L. Saksena: He was aWe to 
make the deal because he is a Mims- 
ter. Otherwise none would care to 
deal with him.

Shri Tyagi; Ministers are also politi
cians. I take strong objecUon to 
motives being attributed.

I submit that the very fact that the 
House wants to reserve more powers 
in the Government will tend to 
suade the Government to

• powers. The best thing is that the 
over-all powers must either r ^ ^  m 
the hands of the court or in the H o ^ e  
itself rather than be vested m the 
Government. When there are too many 
powers I shudder to take them.

With these few words,^ I hope that 
the Select Committee will take toe 
best advantage of the wisdom of this

House and I can assure you, Madam* 
that whatever suggestions come from 
the Select Committee, Government will 
be readily agreeable to accept such of 
them as the House desires to accept.

Mr. Chairman: The question is:
“That the Bill further to amend

* the Indian Companies Act, 1913, be 
referred to a «e le it  Committee 
consisting of Shri M. Ananthasaya- 
nam Ayyangar, Shri B. L. ^ n d m , 
Shri M. R. Masam, Shn T. A. 
Ramalingam Chettiar, Shri Prabhu 
Dayal Himatsingka, Shri N ar^dra 
P. Nathwani, Shri Brijlal Biyani, 
Shri Mathura Prasad Mishra, Shri 
Banarsi Prasad Jhunjhonwala, 
Shri Manik Lai Gupta, Shri 
Ramnath Goenka, Shri Khandubhai 
K Desai, Shri Syamnandan 
Sahaya, Shri M. Shankaraiya, Prof.
K T. Shah, Sardar Hukam Smgh, 
Shri H. N. Shastri, Shn M. V, 
Ghule, Shrimati Renuka Ray, Shri 
S V Naik, the hon. Shri C. D. 
Deshmukh, and the Mover, with 
instructions to report by the 27th 
August 1951.”

The motion was adopted.

The House then adjourned till Half 
Past Two of the Clock on Friday, the 
nth August, 1951.




