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PARLIAMENT OF INDIA
Thursday, 16th August, 1951.

The House met at Half Past Eight
of the Clock.

[MR. DEPUTY-SPEAKER in the Chair]
ORAL ANSWERS TO QUESTIONS
SURPLUS STORES FOR DISPOSAL

*245. Shri Raj Kanwar: Will the
Minister of Works, Production 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 such stores as on 31st July 19507

The Minister of Works, Production
and Supply (Shri Gadgil): The bLook
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
lo 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 much for ma
to reply. It depends upon the pro-
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gress which the Defence Ministry can
make with respect to its declaration.

Shri Raj Kanwar: Have any econo-
mies been effected in this organisation.
in recent times?

Shri Gadgil: I did not know that
this particular question would crop up-
as it has been answered twice betore.
A great deal of economy has beem
effected in the expenditure of this de«
partment.

Shri Raj Kanwar: How far has the
work of this organisation progressed
according to schedule? .

Shri Gadgil: The Estimates Com-
mittec made certain recommendations
and they have been substantially cars
ried out.

Mr. Deputy-Speaker: May I suggest
for the consideration of hon. Mermbers:
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
supplementary questions has been
answered in detail in the Estimates
Committee report and the Committee
also 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 wills
it take......

Mr. Deputy-Speaker: The hon. Mem- -
ber qught 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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Shri Sidhva: Have any iregional offi--

ces been completely clused dewn?

Bhri 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 nron-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 want
anything, then it s put up to auction.
Military stores when declared and re-
leased as surplus are normally not
taken back by the Defence Ministry.
The rest is civil stores.

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

Shri Gadgil: The quesfion 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 2=xtent it is
true. Two years ago the (Government
- issued a directive that no stores sheuld
be put up to auction unless 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.

INDIANS IN ANGLO-IRANIAN Orr
COMPANY

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

The Deputy Minister of External
Affairs (Dr. Keskar): (a) to (¢). 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 trouble
arose between the Anglo-Iranian Oil
ICom‘?any and the Government of
ran?

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.

|/ Mfe R : FI7T 97 a8 AT
<t & gF gu 97 357 AreT wd-
satat 3 agi a3y 7€ swaeqr g A
IgH o FF ¥ TR fwarar ?

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

Xlo ®QFT: ¥ £ I F AA0T
Tad g, fe o F e FwEd
&1 agemaT Angar § o sargra wredra
Avge A AT q I A weId) wf
ag qwr fear v §fs @ QA Feh
FogFiw o vw osCW@WE, @
gt Yifewd: 99 afrw § 78 @ oy
oI aw AT FIR F IR F Aré syreqr
@ amft a7 q¢ qg I A
T8 wCawy |

[Dr. Keskar: 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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@5 Mfa o| : f65C &7 IT FEHR
& a7 #rf 7t =yazqr g€ ?

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

TTo BAFL : i aF & LA90
fasfaar o @r g\

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

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

Dr. Keskar: 1 am not aware. It is
quite possible that if conditions are as
they appear some of them might like
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 answers were
not in the staternent. 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 them.selves
are not sure how things are going to
develop. ‘

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

REHABILITATION IN ANDAMANS

e255® Shri S. C. Samanta: Will the.

Minister of Rehabilitation be pleased to
state:

(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;
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(c) how many displaced families are
g;oposgd to be sent there during 1951-
; an

(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 Rehabili
tation (Shri A. P. Jain): (a) and (b).
357 families were sent of which 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 Yamiles 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
g; sent to the Andamans during 1951-

(d) Yes. Two exploratory parlies
of displaced persons, one from Punjab
and the other from West Beéngal were
sent to Andamans. A team of official

experts was sent later in January,
1949.

Shri §. C. Samanta: May I know
whether any primary 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
.mafntains some schools and provides
educational facilities.

Shri 8. 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 now.

Shri 8. 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 17-3-49

2, 31-3.49
30 ’ in Feb. 1049
s, April 1980
54 May and Juno 1950
49, on 31.1.51
3¢ 23-3.51
a ”

were created by eplitting
up these families later
on.

Shri A. C. Guha: Have the Govern-

ment got any plan of afceleraﬁnz the
sending of batches, ‘hat 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 primruve economy and
elephants and other things which are
required for 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. !

|z ifa T : Hega F  fireef)
AT Iq TEA) & @R FE qorA
gae & qw &, akk afk § @
s N frell ama wwt 7w
ot o8 frer & 1€ Qo aard
€ g ?

[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?]

st g o 9t o W A wE v
1% FArE 7€ A% s fear e,
affT sz qhl g & frg R A
7 WY MR & faggwd I wf
Tga sfuw aerQl gl §1 it gw
arorar aarE € ) forg F A\ ot
e Az as < AT awH w
ot T AT ATFN 76017 F | 99 37
qz M fear T Y ag Fer @ fe
g Aorat SeEt ag ¥ A Aw gad |
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I9 F A B feoEHz A oF 4
oAt & forg 7 i 76 & arc A
TN T IAT % ¥ % ¥E qfe-
o<l ®T AT QT Y DAAT HIEE
ferdwiz R ari fl S & ge d o
wWaee A af ¢ wafe dfwew
fafre) & 0% a2 awEc agt @ A
IR o A9 F §Z W@ A
Igd qfaw s fear oram

[Shri A. P. Jain: Several plans were
prepared and estimates made, but the
Andamans % a place of which the
Government experts do not possess any
good knowledge. Recently, a plan was
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 preparéd by the Forest De-
partment envisaging settlement of 46
families after clearihg 20,000 acres of
land. A high officlal of the Ministry
of Agriculture went there und saw
things for himself. Some changes

-have accordingly been made in the

plan of the Forest Department. Work
would now be carried out according-

1y.]

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 °*
State come within the scope nf the
Planning Commission?

The #rime 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 I ~an place it'on the
Table.

316
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SiNDRI FERTILISER FAcTORY (EsTI-
MATE)

*256. Shri Kamath: Will the Minister

- .of Works, Production and Supply be

‘pleased {o state:

(a) whether an estimate for the
Singai Fertiliser Factory has ‘been pre-
‘pared;

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

(¢) whether the fmanagerial set-up of
‘the factory has been finalised?

The Minister of Works, Production
:and Supply (Shri Gadgil): (a) and (b).
Yes, Sir. I lay on the Table of the
House a copy of the estimate. [See
Appendix II, annexure No. 21].

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

Shri Ramath: When is this factory
.expected to go into production?

Shri Gadgil: I am glad that this
question has been asked. 97 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
stock of gypsum deteriorated cwing 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 {s 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
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there should be a special enactment so
that the Central Government can
undertake production in the various
industrial flelds. Necessary amend-

ments will be moved to the Industries
Control Bill.

Pandit Kunzru: 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.

Dr. Deshmukh: The hon. Minister
referred to the Industries Control Bill.
May I know if the Bill is dead or alive?

Shri Gadgil: It is ver); much alive
and will kick soon.

Shri Shiva Rao: With reference to.
part (c) of the question, has my. hon.
friend any proposal before hin) 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 flnances 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?

Shri Gadgil: That is under considera-
tion; we have found that tons ¢f 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 c¢nuld we
expect the proposal of the manage-
ment board to be finalised?

Shri Gadgil: As so
House passes the Bill |
ence was made by me.:

Shri R. K. Chaudbuti: May 1 know
how far the manufacture has affected
imports from outside countries, and

as this hon.
which refer-

-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 uspect, this
factory will hand over the production .
to the Ministry of Agricylture.
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Shri A, C. Gonha: 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 Gadgil: 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 rontingent
}iatl'_;'ilities still outstanding outside this
ist?

Shri Gadgil: They are final as far
as one can make them,

Shri Sidhva: May I know what will
be the capital cost of the proposed
ctzl?%q't factory that is going to be ins-

e

Shri Gadgll: As I said, the whole
thing is under exgmination.

Shri Sondhi: The hon. Minister has
stated that till the factory goes into
full production the distribution wiil
uot be given to anybody.

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

Shri Sondhl: 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
quantity. As soon as the factory
starts giving fertilizers the whole out-
put will be handed over to the Minis-
try of Food and Agriculture.

COMPENSATION TO DISPLACED PERSONS

*260. Sardar Hukam Singh: Will the
Minister of Rehabilitation be pleased to
state: .

(a) whether Government have
finalised their proposals to compensate
partially the displaced ersons 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 Rehabili-
tation (Shri A. P. Jain): (a) to (¢). A
scheme for recompensing displaced per-

sons can be finalised only after the
' claims of displaced persons and eva-
cuee property in India have Leen
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valued. This process, as known to
hon. Members, is still going on.

Sardar Hukam . Singh: [s 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.

IN.A. MeEnN

*261. Dr. M. V. Gangadhara Siva:
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 Employment
Exchange so far; and

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

The Minister of Labour (Shri 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 I.N.A. or other ex-servicemer in
respect of placing for employment by
the Employment Exchanges or
respect of other post-war resettlement
schemes sponsored by the Central
Government.

EXPENDITURE ON EMBASSIES

*262. Dr. M. V. Gangadhara 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 3I3t March,
1951 (ineluding Information Services)
based on the final grants for 1950-51,
is Rs. 1,63,96,500.

@z e e w1 aAlT WA
Cofl 7Y qg era A € fR @R wdw
gqaTaTEl o7 @ wgi ¥ @A E 9T
Ry # ATEAT F AT THAT w77 §
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fir agi T I rATEN. Y HIAT 41T
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[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 difllcull for
them to carry on their work? Are the
Government considering what should
be done in the matter?]

To VWL : TAART T TIA R
aedt avg wgqgE v € fejwt o g
¥ gt gar gEiy A fodma &
a¢ wrgt g7 A AW won wifgd agt
T AT Y A aR @ E | ¥ AR
§ o gATQ arfgs gresa gwe oref
#e ag aAAg aifearie TR ®Y
YA ¥t qa qg wrEd o FTmEn
ORI |

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

MAINTENANCE ALLOWANCE

*264. Shri Raj Kanwar: Will the
Minister of Rehabilitation be pleased
to state:

(a) the number of applications for
madintenance allowance now pending;
an

(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 Rehabili-
tation (Shri A. P. Jain): (a) 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 thelr submission.

Shri Raj Kanwar: May 1 know whe-
ther the grant of maintenance allow-
ance to certain categories of displaced
persons is a continuous £nd never-end-
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ing process or is it intended to be com-
pleted within a measurable distance of
t me? If it is to be completed with-
in a measurable distance of time, do
Government propose to f{ix a target
date for the completion of the work?

Shri A. P. Jain: The process is not
a never-ending process. The last date
for the submission of applications was
30th November, 1950. However, the
time for receiving applications was
extended later on to 31st 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 raceived ei-
‘trh?r in the month of May or June or

uly.

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 are te-
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 czllowances 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 heen found
possible to pay them every raonth 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 *‘hati these all-
owances are regularly paid?

Shri A. P, Jain: I arn prepared to
receive the information frorn the hon.
Member and I will look into the case.
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PR R RS ,_,«’-a‘
8 g S S Uy e Sl
o pde 6 O (il pudedelien
! aky
[Giani G. 8. Musafir: What is the
aumber of persons for whom mainten-

ance allowance has been sanctioned so
far?]

st go @t o Ww: U IEfA-

i £t Ay HEE 7Y QYT &)
~§R¢o foedl & § T ’¥9 T &
[Shri A. P. Jain: So far 15,227 per-
sons have been sanctioned maintenance

allowance of whom 6,280 belong to
PDelhi and 8,947 to other places.]

PR IRV W -'._a. Y
Pa gl 0 die 2y

fGilani G. 8. Musafir: What is the
amount given out every month?]

st Qo qto % : w8 Ww
3,{0,3¥0 ®94T faar wrar § )

[Shri A. P. Jain: Rs. 3,10,347 are
«given out every month.]

w Afew W AT AR
HA) ) FUT F< F FoeET F oF -
FTEATET 1 Fewd)S o1 F4A § @A
q e 337 oTaT g ?

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

M go o R §F I 7w FT A
feama afl wr g

Shri 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
any recent change in the scale of

fmaintenance allowance and if so what *

48 the change?
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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 Pakistqp; 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 in Pskistan,
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: Bs. 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, Produetion 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;

(b) 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 qyalitative
standard of Indian salt?

The Minister of Works, Production
and Supply (Shri Gadgil): (a) Yes; in
some parts of the country.

(b) . Yes; 96 per cent. sodium chloride
cogtent has been laid dowa for edible
salt.

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

Statement

The following steps have been
taken by Governmoext to enforce
proper standards of quality regard-
ing edible :glt:—

(i) A minimum of 92 per cent.
sodium chloride content has been
prescribed for salt for edible pur-
poses.

(ii) Salt containing tess than 02
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 Covarnment
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 Gadgil: 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. Gubha: Am I to understand
that the salt at present supplied in
Delhi and other places contains 92 per
cent. sodium chloride?

Shri Gadgil: I think so.

Mr. Deputy-Speaker: That aquestion
has already been answered. He *has
sald that it is below the standard in
some parts of the country.

Shri A. C. Guha: He said that the
are Insisting on these standards. {
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 an
proposal for decontrol of sult? :

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. Velayudhan: It is important.

Mr. Deputy-Speaker: Many other
things are important.
SociAL WELFARE SCHEMES

*268, Shri Jnani Ram: Will the
Prime Minister be pleased to state:

(a) whether it is a fact that the
Planning Commission’s Panel of Social
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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 Jume,
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
Soclety, 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.

LABOUR DiIspPUTE IN TALCHER
COALFIELD

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

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

(k) 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 decislon

was given by the Chief Labour Com-

missioner,

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

(c) Does not arise.
AppucTED WOMEN
*271. Gianl G. 8. Musafir: 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
women and children have been re-
covered in West Pakistan and sent to
India during this period;

(¢) 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;

(¢) In India, 227 (not 277) Muslim
abducted women and children were re-
covered in May, 1951 as against 27
Hindu and Sikh abducted persons re-
cov;argd in Pakistan during the same
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
g}fl any particular period to any one of

ese.

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
<l:iannot say whether they are exhaustive

sts.

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

Shri Gopalaswami: In Pakistan?
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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
l;egp returned to their relations in
ndia.

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
think the flgures are not so disappoint-
ing. About 450 and 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 with 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 hon.
Minister give an idea as to how much
has so far beea 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, Rallways and States?
1 wonder whether the Prime Minister
can throw any light on it.

The Prime Minister (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 meaas
dealing with Pakistan.
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: I-fas he any
expert knowledge of this matter, Sir?

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

7’
DisPLACED PERSONS FROM OCCUPIED
KasHMmir

*272. Gianl G. 8. Musafir: Will the
ginitstf: of Rehabilitation be pleased
gtate:

(a) the number of Hindu and Sikh
displaced rsons 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. Jain): (a) 933.

(b) Kashmiri displaced persons re-
ceived from Pakistan are first admitted
in Anmnritsar 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 active
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.

W Plase ud - o S

sl &5 S gake lry gyl aphile
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[Gianj G. S. Musafir: Will the hon.
Minister please tell the number of

16 AUQUST 1951

It is really.

Oral Answers 330

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

st yo fo WA : TW 9N FIA
o | ¥ afas are € o 0 1 T
€T qar g

[Shrt A. P. Jain: This question does
not quite relate to me, nor do.l have
any such infdfmation.]

wrm wfewrw @1 aEAlT § 9T
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[Lala Achint Ram: Will the hon.
Mimister 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 st go dto W At AN v
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Lol

[Shri A. P. Jain: Efforts are being

made, but I cannot say by what time

they would be able to offer them
lands.] |
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[(Giani G. S. Musafir: I should very
much like to ask a question from the
hon. Minister. Of the persons who
have come to Jammu and Kashmir,
same belong to  outside places, viz,
West Punjab. Have any arrangements
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been made for them also as for the
test of the refugees?)

s go fto W :  forad qewndt
AEME FGACT AT WE 97 G &
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9g> I F( FHAWT AT Peq § @
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[Shri A. P. Jain; All refugees coming
from occupied Kashmir are treated
" alike. First they are admitted in
Amritsar transit camp. Then they are
sent to Yol camp. Those who want to
_80 home are sent to their homes.]

PURCHASE or JEEPS

*276. Shri T. Singh: Will the
‘Minister of Worhs Production and
Supply be pleased to state:

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

(b) ‘whether these re-conditivned
engines are incomplete and in unsatis-
factory condition, with many parts
missing?

The Minister of Works, Production
and Supply (8hri Gadgil): (a) An order
for 34 reconditioned jeep engines at an
approximate cost of Rs. 20,000 was

placed by Government with an Indian

firm.

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

Shri T N. Singh: 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 Gadeil: 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 includmf clutch assem-
bly, ply wheel and all units relating
t0 the engines. These engines were
fully serviceable and there were no
deficiencies in them.

Shri T. N. Singh: Is it not a fact

ﬂ;at besides the particular firm to
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which the hon. Minister has referred,
there is another Indian firm who are
the agents for such suppliés 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 apd 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. Siangh: Is it not a fact
that for the supply of jeep engines and
jeep cars there is a particular firm in
India which alone is the agent for
such supplies from America?

Shri Gadgil: I do not know about it.
But in 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 Soendhi: What is the name of
this irm?

Shri Gadgil: Messrs. Allen Berry and
Company Limited.

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

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

Shrl T. N. Singh: Since the name of
the firm has been mentioned, may
know whether it is a faet 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 when
the delivery of these  fourteen or
thirty-four jeep engines was made?

8hri Gadgil: The order was placed
early in 1940 and part delivery was
made in the yeer 1950-51.

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

Shri Gadgil: The question came to
me for answer and I have answered it.
If 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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Shri Sondhi: Is it not a fact that
this irm 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? A

Shri Gadgil: I do not know when
and to what extent the firm received
the disposal goods. But so far as the
price factor is concerned the special
concessional price of each engine is 650t
—that is part of the contract—against
3,300 ex-Bombay for a new engine.

An Hon. Member: 250 what? Rupees?
Shri Gadgil: Yes, Rs. 650.7

Shri R. K. Chaudhuri: May I know
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 not
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. Deputy-Speaker: Order, order.
I will not allow any more questions.

Shri Syamnandan Sahaya: I am not
asking a question. 1 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.

Shri Sondhi: Supposing we find that
on 50 per cent. of the questions the
Minister in charge or his deputy fis
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.
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Mr. Deputy-Speaker: It so happened.
that the hon. Com ce 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 Secretariat 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.
ENTRY OF INDIANS INTO NEPAL

*277. Shri 8. N. Das: (a) Will the
Prime Minister be pleased to state
whether Indians are now free to go to-
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?

(¢) 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 Ne;ml.
are qsked to take permits at Birganj?

Dr. Keskar: Yes, Sir.

Shri 8. 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 inform-
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 passthg 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
Lut I will assure my hon. friend that
very soon the difficulties to which he
has made mention will be removed.

Shri 8. 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 originak

figure “250"—E.P.P.
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Prof. S. L. Saksena: May I know why
Indians are not péemitted to go there
freely.

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%e
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 soor as
possible, it will be put into action.

_Prof, S. L. Saksena: In view of the
very close relations between India and
Nepal, is it not possible to have no
passports and allow free entry on
both sides?

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

Prof. S. L. Saksena: When do you
think Indians will be- 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
be implemented very soon.

Mr. Deputy-Speaker: Next question.
LIGNITE MINERAL R

*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 search of Lignite
mineral in the South Arcot district till
the 30th June, 1951;

(b) the amount spent thereon;

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

(d) the Gther minerals to be explor-
ed or exploited under the Point Four
Prpgramme mentijoned 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 South 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
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attention of the Government of the
United States of America.

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

(d) Examination of certain areas
containing manganese deposits in the
Madhya Pradesh and of the Zawar
lead Zinc mines in Rajasthan is being
undertaken by the Geological Survey
of India in collaboration with a Geolo-
ist 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
oonducting 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 persaons will be Indians when
grotrli(l starts is a matter of further

etail. ’

Mr. Deputy-Speaker: Next question.

Loans T0 DisPLACED FAMILIES
IN BIHAR

*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 Rehabilita-
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
rsons who have received agricultural
oans in Bihar have gone to Bengal.

Mr. Deputy-Speaker: Next question.
FraTS FOR MEMBERS OF PARLIAMENT

*284. Shrli Dwivedi: Will the Minis-
ter of Works, Production and Supply
be pleased to state:

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

(b) the cost of building, furpishing.
electrification and other equipmentn

etc.,, per flat under construction for
‘Members of Parliament;
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(E') 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 are 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-
duction and Supply (Shri Buragohain):
(a) The number of flats constructed or
under 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 retrospectiv® effect
on the basis of actudl 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
Earl‘}ament are also under considera-
ion?

_Shri Buragohain: The allotment of
12 flats have already been 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 have two sets of rents, one
for the session and another for the
non-session period.
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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 under 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 45-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 of 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. 80
for furniture under F.R. 45-A and
Rs. 67 under F.R. 45-B.

WRITTEN ANSWERS TO QUESTIONS
CoLLIERY LABOUR

*269. Pandit Munishwar Dait
Upadhyay: Will the Minister of
Labour be pleased to state:

(a) what is the total number 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
Jagjivan Ram): (a) 3,35,897.

(b) In addition to the accommoda-
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.

(Shri

STAFF CARS

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

(a) the number of staff cars .whlch
are at present in use in his Ministr
and attached offices located in Delhi;
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(b) .whether these cars are used only
for journeys in connection 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, Production
and Supply (Shri Gadgil): (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 withh the approval of the

competent authority, viz, the Secre-

tary of the Ministry.

X

(¢) 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.

SHRI GORWALA’'S REPORT

50. Shri Kamath: Will the Prime
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 Jawabar|
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 he pleased
to state:

(a) whether any States are still
scarce in dhotis and sarees, and if so,
which; and

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

The Minister of OCommerce and
Industry (Shri Mahtab): (a) and (b).
No scarcity as such of dhotis and
sarees has been reported by any of
the States but some of them have
asked for increased allotments of
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specific categories of these varieties.
There has been gdelay in movement of
cotton textiles dlte ta 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 TRANSPORT ADVISORY
COMMITTEE

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

(b) If 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 Supply (Shri 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 (;ommissioner and/or his repre-
sentative.

2. Coal Commissioner to the Govern-
;rixent of India and/or his representa-
ve.

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 from the

IM.A,, IMF. and I.C.O.A.

10—13. Four representatives of
Labour—one each from the All-India
Railwaymen’s Federation, All India-
Trade Union Co.igress, 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
i];ed _Coal Consumers Association of

ia.

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 trapsport 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.

DispPLACED PERSONS IN BIHAR
AND ORIssA

88, Shri A. C. Guha: Will the Minis-
ter of Rehabilitation be pleased to
state:

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

(b) the number of East 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—17,686.

Orissa—9,643.

(c) During the course of his visit
the Rehabilitation Minister suggested
certain modifications of schemes which
have been carried out.

RENT FROM EVACUEE PROPERTY
IN INDIA

84. Shri Kamath: Will the Minister
of Rehabilitation be pleased to refer
to the answer given to my Starred

208 P.S.D.
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Question No. 4736 asked on the 31st
May, 1951 regardiag 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 Rehabilita-
tion (Shri A, P. Jaln): (a) No.

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

INp1A's DEMAND IN' RETURN FOR
SupPpPLY OF RICE TO CEYLON

35. 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 etfect 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
Aftairs (Dr. Keskar): (a) Yes.

(b) No. It was promptly reporied
by our High Commissioner. The
Ceylon Prime Minister later is report-
ed to have explained that his reference
was to talks with officials of the Gov-
ernment of India soon after the out-
break of the last war. There is no
reference to this in our old records.
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The House met at Half Past Eight
of the Clock.

[MR. DEPUTY-SPEARER in the Chair]
QUESTIONS AND ANSWERS

(See Part I)

9-30 aM.

INDIAN EXPLOSIVES (AMEND-
MENT) BILL

The Deputy Minister of Works, Pro-
duction and Supply (Shri Buragahain):
I 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,
when a Bill stands in the name of an
hon. Minister, if ancther 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 Gadgil) : If that is
the desire, Sir, I am quite willing 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 Jawaharlal
Nehru): There is no question of the
Chair insisting; that is_only a proper
procedure suggested by the Chair. There
is no question of division of work. It is
a formal procedure, which is perfectly
correct.

Mr. Deputy-Speaker: Tihre hon. Minis-
ter has perhaps misunderstood me. 1
have not said that the hon. Minister
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ought not to divide the work between
himself ard his Deputy Minister. When
in the Order Paper a motion stands in
the name of an hon. Minister, to make
the proceedings 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......

=Y wgE: WAAT gUTerEd, I
o oo Frege adi g

[Shri 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:

MThat leave be granted to
introduce a Bill further to amend
the Indian Explosives Act. 1888.”

The motion was adopted.
‘Slhri Buragohain: I introduce the
ill.

Bi
PUNJAB STATE LEGISLATURE
(DELEGATION OF POWERS)
BILL—contd.

Mr. Deputy-Speaker : The House will
now proceed witlr the further consi-
deration of the following 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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to authorise him to delegate such
power io any olher authority, be
taken into consideration.”

The Minister of Home Affairs (Shri
Rajagopalachari): 1 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): 1
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 Monuments
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
thrat 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: 1 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. Deputy-Speaker: 1 am really
surprised at the observations made by
Mr. Karath, 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 in. the meanwkile
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 rejquesi you.
Sir, that the general discussion of this
Bill may go on. and clause by clause
consideration may be held over?
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Mr. Depuiy-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. Deshmukh (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 catclr phrases,
and get currency in the country that
everything is being rushed through in
this  Parliament. Government is
anxious to have full discussion in this
House. 1 would like to say emphati-
cally that I will not allow any rushing
in this house. I must congr?tulate
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 rushing
through any business 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.

COMPANIES
MENT) BILL

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

'Mr; Deputy-Speaker: Yes.-

INDIAN ' (AMEND-
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Sbri Tyagi: 1 beg to move:
“That the Bill further to amend
tbe lndian Companies Act, 1913,
be reterred 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 Mathura
Prasad Misra, Shri Banarsi Prasad
Jhunjhunwala. Shri Manik Lal
Gupta, Shri Ramnpath Goenka, Shri

Khandubhai K. Desai, Shri
Syamnandan Sahaya, Shri M.
Shankaraya, Prof. K. T. Shah,

Sardar Hukam Singh, Shri H. N.
Shahtri, Shri M. V. Ghule, Shri-
mati Renuka Ray, Shri S. V. Naik,
the hon. Shri C. D. Deshmukh,
and the Mover, with instructions
t%mreport by the 27th August,
1951

As you are aware, Sir, the Indian
Companies Amendment Ordinance was
!ssued on the 21st of July......

Shri Kamath (Madhya Pradesh):
Date of report?

Shri Tyagi : 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 Agency
rights and cornering of shares in the
open market with a view to acquiring
control over the management of well-
established and reputable companics
have come prominently into light. The
abuses complained of. have received
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. Since the
owners of these funds are. by and
large, traders, who have excelled in
buying and selling rather than in
promoting the expansion of existing
industries or new lines of manufacture,
these surplus funds are sought to be
utilised for the purpose of securing
contro]l over the management of
existing well-established Joint stock
enterprises. Several instances of this
kind have already come to notice. The
experience of the last few years have
shown that the primary object in
acquiring contral over management
Iras been. not the progressive expan-
sion or development of those under-
takings. but the furtherance of the
personal advantage of certain people.
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to ine detriment of investors and the
interests oi the companies themselves.
The object seems to be, 10 get at the
cash 1esources and other 1eserves
built up by these companies and
utiiise ibese resources for further
operations for securing coatrol over
other companies and other speculative
activities. There is now a general
expeciation 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 renewal of
Managing Ageacy Agreements, o.:
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-lo-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 that 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.
Subseqguently, 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 of 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 ¢Amendment)
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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got busy to defeat the objects of the
measure.

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

- (a) The prior approval of the
Central Government to be obtained to
any change in the management of an
existing company or fo any change in
the constitution of a managing 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

- (¢) The setting up of a Commission
of three members to advise the Central
Government in the exercise of its
pOWers.

Immediately after the promulgqtion
of the Ordinance referred to, the views
of the Company Law Committee were
obtained regarding its provisions. The
Committee has furnished a report in
which, while agreeing in principle with
the provisions of the Ordinance, it has
suggested certain amendments. Memo-
randum containing the views of the
Comnpany Law Committee has already
been circulated to hon. Members.
generally agree with the points made

in the memorandum and it is my-

intention to move necessary amend-
ments tp the Bill in the Select Com-
mittee. Most of the amendments
suggested by the Committee are
intended to improve the working pf the
measure. The only exception is_the
proposed amendment 1o clause 5 of
the Bill to which I would draw the
attention of the hon. Members.
criticism that has been made against
fire Ordinance has been with regard
to this clause which requires the prior
approval of the Govqrnment to any
change in the constitution of managing
agency caused by a change I1n the
ownership of the shares held therein.
The Company Law Committee feel
that this clause as now worded, pre-
vents any transfer of shrares in the
managing agency without the approval
of the Central Government, however
inconsequential it may be, and this is
likely to restrict bona fide dealings in
the shares of certain public limited
managing agency Companies, the
shares of whach are quoted and freely
dealt in on the stock exchanges.
agree with the validity of the criticism
and propose to move an amendment
in the Select Committee to remove
this difficulty.
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I trust that the House will welcome
the enactment of the measure.

Mr. Deputy-Speaker: Motion moved:

“That the Bill further to amend
the 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, Shri
Brijlal Biyani, Shri Mathura
Prasad Mishra, Shri Banarsi
Prasad Jhunjhunwala, Shri Manik
Lal Gupta, Shri Ramnath Goenka,
Shri Khandubhai K. Desai, Shri
Syamnandan Salraya, 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 method
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-

Jlet on the subject long long ago. Even

the 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
whs being considered. have opposed
the managing agency system. T regard
jt 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 the markets and yet the managing
agents are going merrily ahead 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 themselves. Some
relations or friends assembled together;
they had financg behind them and
brought into heing 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 Burns,
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
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? Tt is for this purpose
that T have intervened in the debate
so as to suggest certain measures which
the Select Cormmittee might consider.
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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 if
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 removsz 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 com-
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 memo-
randum to whickr 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 echange in
managing agency will come under the
purview of this Act. The Committee
felt that the lst 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,
10 s . Dbecause there are a large
number of changes that
have taken place. 1 had referred *u
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 ure 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 converted 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 lirnited 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 ‘reasury
bonds. the safest securities. You can-
not blow hot and cold in the same
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 smould decide
as to what it wishes to do. Does 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 Burns or for that matter
Messrs. Rally (Inadia) 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. 1
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 ke the managing agent of
another public limited liability com-
pany. That is a very useful principle;
you cannot have it both ways—lrave
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

n to invite some-advice from our
Committee. The Committee was
ditting in Delhi and it would have
been yery easy for Government to
have asked us to give them some sort
of 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 corners 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
questioh in the Commiitee meeting
because we did not have enough time
to consult people and to think over
a matter which is of such great
importance. 1 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 higher 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 income-tax incidents on
contributions to political parties. Of
all persons it is the shareholder that
has no voice in this matter. He has
no locus standi for going to court and
asking that this contribution should
not ba made, that it is* not in the
fnterest 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 tke
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,
T am not attackmg 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 shafeholder
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
sufficient latitude: the latitude allow-
ed was one of the poinis on which we
felt very strongly. There must be
cone 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 .oan to
ancther 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
31)d al least those things should be
one. .

to the Capital Issues
Department. At the mbment 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 offi-
cers devote enough of their time to it
because they have so many things on
théir hands. Is it not necessary that
when you give your sanction for a
capital issue you should insist that the
managing agency terms should con-
fcrm to certain standards approved by

Let me refer
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you? This is the ordinary responsi-
-bility which Government OwWes.
Sharcholders see the glowing picture
given in the prospectus and inwvest

neir money,
ly that there
The Controller of Capital
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 cnly to see whether the
capital issue at the moment clashes

only tc find subsequent-
is nothing tc be had.

with Government’s borrowings” and
requirements. He also sees whether
there -is a dispersal of industry.

Beyend 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 irn India. We expect
Government to put its foot down on
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
of the managing agents, I for. one
would not be a party to safeguarding
the lot of managing agents. whom 1
regard as at best as a necessary evil
where they are to be retained. I
would have very much welcomed

Issues is-
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announcement from the ' Government

that a plan has 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. The
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 sympathy 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 the 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
instantes. 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. It
you want to interfere, interfere wholly
and scrap the undesirables. Then
and then only will India be grateful
to you for this measure.

. Dr. Deshmukh (Madhya Pradesh): 1
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 sgainst 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 he 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
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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 country...

Shri Hussain Imam: In the past.

..and without its
3 - industrial expan-
sion would not have been ihere. 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 thai 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
administering 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
ic 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 ihe situation which were not con-
sidered and were not before Govern-
ment, with the 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 1 want to make
in this connection is that a reference
to Select Committee should be the
ordinary method or ordinary mode of
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
beforc the Select Committee. I
taerefore welcome the move to refer
this Bill to the Select Committee and
thank the hon. Minister for the
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ascurance that all the criticisras 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 propnsition 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, because our aim shoulil be
not to do away with the managing
agency system, but see that the evils
under which it suffers are removed.

I would like fo 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 into force
may as well be imagined! So, by
this Bill Government are taking upon
themselves a good deal ofpwork. How
for the making of rules. Months.
to see thal thes2 rules are enforced
with the attention and care that they
deserve are complete, I do not know.
[f 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 nhecessary for the country
From that point of view the provi-
sions embodied in this Bill are really
welcome. The interference is
restricted only to extension of terms
and conditiong of the managing
agents and wherever there is an
intention to transfer the office of the
n;anaging agent to another person,
ete.

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.
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Munshi- got up and said that this was
not so. But I think Mr. Hussain
Imam was correct. At the present
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 eﬂ’ective voice
against mxsmanagement 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, unfortunately, 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
supervision 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. {riend Mr.
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 suggestec 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
aof continuing this department, but so
long as it exists, it should be possible
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for it before allowing a company to
make an issue of any substantial capi-
tal, to examine their Articles of
Assocmtmn 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 whole 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
may exercise, they have ways of cir-
cumventing it. We are also suffering
from the inefficiency in Government
departments and thére are not many
officers whom we can implicitly trust.
This is a matter in which ready cash
can be transferred from one. 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 varicus ways in which
managing agents misbehave are
brought to the minimum.

From the speechn 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

commiitee 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 respect.

Shri Sidhva (Madhya Pradesh): I
whole-heartedly welcome this measure.
A measure of this kind was undoubted-
ty overdue and Government deserves
our congratulations that after appeint-
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
big - 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
wmanaging agency terms. This question
of managing agency terms. has come
many a time into discussion. It is a
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controversial matter and it is not the
tirst time that this managing agency
question has been brought up. While
the Insurance and the Banking Bills
were considered. it was contemplated
to substitute managing directorship
for managing agency. In my opinion
the change of nomenclature has not
vrought any kind of improvement.
Those who want to make money from
sthe small investors try to circumvent
many of the provisions of the Articles
of Association and have drawn com-
mussions 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
unmediately abolished, howsoever one
would like that a substitute system
which would safeguard the interest of
the small sharcholders should be intro-
duced.

i know of many technicians who
have mmvented 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
10 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. The 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 areé 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 uli-
mately what its recommendation
would be as far as the safeguarding
of the small investor’s money is scon-
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. Guba (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
small 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 country 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 Bombay
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. 1t was
not possible for the small shareholders
to go to the court and prosecute that
managing agent. But such a big
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industry could not be allowed in the
interest of the country to remain idle
and therefore the protection of the
Government 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
Government a new Directorate nomi-
nated by the Government of Bombay
was formed which has been doing this
work. The mijll is doing excellent
work today. Production has increas-
ed and the small investors too to an
exient 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. 1 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 he 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-
fectly 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-
secuted and the money recovered from
him. While I am suggesting that the
wmanaging agency system has become
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s0 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 industry
would sufféer and the new industries
may not be floated. Today under 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
one 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-
coming 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 that 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 =
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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 shouid not be taken
away by the inanuging agent. 1 do
not want to subscribe to*what
friend Mr. Hussain Imam stated that
managing agency be {otally abolished;
I know it has advantages also. To
what percentage it has disadvantages,
one cannot mathematically calculate.
There is a0 doubt that the managing
agency system has many vices. The
managing agent not only takes the
remuneration but undér 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 of
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-
ticn 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
sce that the purchasing of managing
agency by securing goodwill should be
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 this 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: ledér the law
you cannot do it.

Shri Sidhva: Well 1 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. T
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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 half of public money, they earn
at their cost. Therefore, if the law
has to be amended, it must be amepd-
ed. It is high time that it must *

amended. This Bill is confined to
two or three provisions: for getting
the approval of the Government in
the event of a change of managing
agency, a director etc. During the
last war, Government introduced a
system whereby any new company
foating 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
Indis 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 tc 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, hew 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 exhaustive
and an exhaustive Bill will be brought
about, I have no doubt. But, I do not
xnow whether the question of the small
investors will be considered by that
Committee. I would request the Com-
mittee to bear in mind the case of the
small investors so that, once and for
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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
due.

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

Mr. Deputy-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. Deputy-Speakér: 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-Spesker: 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. 1 will
certainly be prepared to consider any
suggestions which would be beneficial
to the investors. I have merely made
my suggestions. If they are not suit-
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 Select
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 that 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 Heuse is concerned, I am sure
they will have no 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 Sholapur 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
vapers. he will be amazed to find from
the recommendations of the committee
that 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 jt difficult to get
relief by going to court.

{SuriMati DURGABAL 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 share-
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 majority.
Whether that is good or bad has to be

considered by the Government. That
stage has come. .

Shri Sondhi (Punjab): Whose
proxies? Shareholders’.

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

Skri Somdhi: Then, he has put in
more money.
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Shri Sidhva: If he has more money,
let him run the industry with his own
money. Why does he want money
from the public? N

Shri Sondhi: Are they foolish?
Shri Sidhva: If they are...........

Mr. Chairman: 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 ceni. in the Bank
or in Government securities, they would
also like to have a larger return. Their
interests have to be safegnarded. 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 two 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

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 I 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. Guha: I whole-heartedly
support this measure and 1 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 aflairs cf the company
have not been going on properly, that
court may order some investigation
and take such action as may be thoqght
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 in
deciding applications for change 1n
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 1n our
business life some practices which may
be called practically predatory and
against all sense of business morality
or etiguette. 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 known 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 business-
man and they had to leave the
managing agency of that light railway.
And since then the conditions of thac
railway have been going from bad to
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 thoush
that line was supplying a largze aquan-
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 changed
hands and the result is there is a strike
for over two months there. Haspitals,
educational institutions and industriai
firms have had to suspend their opera-
tions due to the lack of gas supply.
Even the Calcutta University had to
put off the practical examination of
i*s B.Sc. students berause of the want
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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 of the
same natfure, 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,
of 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 business
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 littie
helated and it should have been
brought in much earlier. I regret
having to say that in the creation of
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 crores
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 ot those concerns. There have
been cases in Bombay of money made
in Calcutta being invested there and
there has been the attempt to oust well-
reputed managing agents and manag-
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
managing directors and those reputed
companies’ assets and reserve funds
have been sauandered. 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 companies 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 collective 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 if 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 agdnts. 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 the
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 mmajority of shares or to
have any alternative arrangement
after rejecting the proposal of change
in the managing agency? 1 '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 wmust be
curbed to the minimum so as not to
disturb the management of the com-
pany which is being rur” properly and
efficiently.

As regards the advisory commission
mentioned here there is tm:)thtng sax&
bout the terms of appointment: nor
?t mentioned whether Government will
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frame the rules for the purpose. For
how many years are the members to be
appointed, what is their remuneration,
will they be wholetime or part-time
appointments,—what would be the
requisite qualifications—all these will
ha.;'te 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

e 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 necessarily 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 Engquiry 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 Bill was introduced.

Some of the clauses also may require
to be revised. some to be tightened and
some to contain wider powers. 1 would
particularly mention clauses 5 and also
7. by which a court is authorised to
order ap 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 uce 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  public
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 Bank the Gov-
ernment did not like that such an
obligatory provision should he imposed
on the Reserve Bank. In spite of this
definite assurance given to me I know
that in about 150 Bank closures in
Benga! in_not a single case has the
Reserve Bank 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
feel that the ills which this Bill pro-
poses to remedy are so rampant as fo
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 managmg
directors and managmg agencies. It
naturally goes in some cases beyond
the provisions concerning managing
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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 ¢o the right conclusion, and
dare make the statement in this House
that in.the majority of cases they will
have no cause to gmumble. 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 of
this measure is done in such a way as
not to create any amount of dread in
the minds of those on whom, whether
we like it or not. whether we say it or
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 who 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 position and of their contract
as managing agents.

From the speeches that I have had
the pleasure of listening ‘to in
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 permission 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 their concerns in a
particular way. I would appeal to them
and beg of them to consider the ques-
tion dispassionately. 1 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 these manag-
ing agencies will record one fact pre-
eminently and most prominently, and
that fact would be that but for these
managing agents none’ of these con-
cernis would have come into being and
even the small measure of satisfaction
that we in this counltry have today -t
being - industrialised in certain sectors

—“’*« Tag
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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
properties for the sake of running these
industries, many of these concerns
would not have come into existence at
al. 1 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
of 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 required 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
found 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 Imam: Have they not
changed hands?

Shri Syammuandan Sahaya: But 1
canhot say this about all. Therefore,
I say that for the fair name of the
managing agency system 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 oll most of the managing agents
are not like what they are depicted.
Mv hon. friend interruoted and asked.
*“Have they not changed hards?” PRut
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 nf continuing in that posi-
tion, he is entitled to transfer it to
other hands.

Shri Hussain ¥mam: He has o pay
for it.
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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. 1 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 of’
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 of"
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 opinim. a
certain amount of ignorance. This is-
nothing peculiar to this country.
Goodwill in other countries is able to-
secure sometimes in the shape of
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. Goi 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 rvshes for the
known variety rather than buy the un-
known variety. Therefore. all this-
talk about managing agents and the:r
taking a certain price for goodwill"
betrays not small but colossal ignore
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 know,
managing agents exist everywhere.
My hon. friend must have got that by:
being too much involved in the Com-
pany law.

As 1 was saying. by ‘managing agent
our friends have somehow or other
come to assume a certain impression-
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 ability. 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 of 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, 1 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 Svamnandan 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. 1t
someone else had said it. I would have
attributed it to his ignorance. or want
of direct knowledge of running of
good companies. But I am surprised
that a man coming from Karachi or
Bombav. in whatever sphere of hife he
may have been. one who was a Mavor
of one of the big cities and belongs to
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the particular commurnity which has
certainly the proud record of running
some of the best industries in this
country, particularly the one which was
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 orly
to result in complete failure and dead-
lock. After all when you want to
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 prepose that
the management and control of the
company must be vested on the basis
of individuals and not on the basis of
investments, After all if you invest &
large part of your fortune in a concern,
it would not be a disparagement to-
claim that you should have control in.
that concern,

Shri Sidhva: You earn your devi-
dends.

Shri Syamnandan Sahaya: Well, that:
is just the point. The point is whether-
you earn large dividends. The gques-
tion is when the interests of the two.
people, of people having a smaller
financial stake, but greater numerical
strength, and of people having larger
financial stake, but lescer numerical
strength, comes into clash you are not
sure of your dividends either. It is a
matter of exverience. Whosoever has
worked it will be able to eatisfv vou
that that is the position which prevails.

Then again we have heard several
charges against the managing acents.
A managing agency company naturally
desires to retain its managing avency
and the verv first thing that it does is
to secure a majority interest. a maijority
holdine. If a managing agent has been
able to invest a good deal of money. 1
see no reason why he should be
deorived of having a controlling
interest. My hon. friend Mr Goenka,
who I know has vast knowledze about
this kind of business, shakes his head
in 2 naegative f~chion and savs that is
no* the ense. There way be coases, T
submit, where the individual managing:
agent mav not have a majority of
shares in his name.
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Shri Goemka (Madras): Most of
them.

Shri Syamnandan Sahaya: But what
happens really is, as Mr. Goenka
knows more than many of us here, that
‘if be is to be the managing agent of a
concern, there are a hundred people,
who on account of the influence of
Mr. Goenka may invest their money in
the business and 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
shares. But it is through the influence
‘of the managing director, that the
people who would like to go by the
advice in financial matters of the

managing agents invest their money.
I submit that is not a practice which
should in any way be discouraged,”

My friend also complained about a
wonderful thing happening in managing
agencies, and that wonderful thing is
the continuance of managing agencies
for 20 or 25 years. If he had waorked
even a nail or pin factory, he would
have known that a factory takes about
six or seven years in order to get over
its teething troubles, during which the
managing agents have to raise loans
on all his assets to set the factory on
ite feet. It is only after a period of
seven or eight years that a good ¢om-
pany starts making some profit. Does
Mr. Sidhva think that he will be able
to find some philanthropic persons who
after putting up the factory and invest-
ing all his capital, will after three or
five 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 only
after say ten or twelve years.

Shri Sidhva: They can be re-elected.

‘Shri- Syamnandan Sahaya: That
yneans 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, 1 submit. is not
the correct and the factual way of lovk-
ing at the problem.

‘Then someone suggested that the
Articles  of Association should be
serutinised by the Government. Here
zgain. I submit that the procedure is
not perhaps known to wmy friends.
Before any company is registered
wunder the Companies Act, the Registiar
of Joint Stock Companies fully investi-
gates into the Memorandum and
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Articles of Association and even the
terms of the contracts under that
Article of Association to be entered
into between the managing agents and
others. Therefore, I submit that there
is a forum already provided, but if hon.
members think that the Central Gov-
ernment shotlld take over this respon-
sibility also, so far as I am concerned,
I shall have no objection.

There is one other point, which 1
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 Bill, will
mean a tremendous task and unless 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, 2x-
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 possibie.

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 because 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 objection~
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 could
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 to discuss
and express their views: also when the
Bill 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. I
only wish to point out that Seth Govind
Das was on the Gosamwvardhan 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
of 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
of 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 of recent
times very many people who never had
anything to do with industry, who do
not understand industry, who have
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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 five years many managing

agencies have changed hands. a:rditis

no exaggeration to say that for

controlling shares fabulous prices—four

or five times the price that i3 ruling

in the market—have been paid. For
instance, if the nrice of a sharz= in the

market is Rs. 120. as muczh as.Rs. 300

per share has been paid if the

controlling interest is passed on in-
the hands of the buyers. I know’
of a case in which the price of a parti- -
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 of
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 wmanaging agent
pays four or five times the price for
obtaining the controlling interest, why
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 ccrmpany
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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. { Shri 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 of our products today are
controlled. Controlled economy has
become the order of the day, 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
goods which is higher than that fixed
by the Government. It is there that
these large illegitimate profits are inade
by those who control these companies.

Then, as is well known, a lot of
personal expenses of the managing
agents get debited to these companies.
For instance, rarely is there a car
belonging to the managing agent which
does not belong to the company.
Rarely 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 shall be obliged for the
information.

Shri Goenka: Yesterday 1 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 it to
the political parties as they like. I am
not going into the legal position of
these cases. But it is an undispuled
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 .

®bri Kamath: Except for charity.
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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 sharehglder 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 o court
against the money bag 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 Governrpent 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,
1 say that the Government is not doing
its duty to the shareholders, with the
result that injustice does not prosper
and people feel shy in putting money in
industries. People say ad nauseum in
this House that capital is not coming.
How can the capital be forthcoming it
most of the profits of the shareholders
is frittered by the managing agents. I
am not suggesting that the managin{
agency system is not a good system.
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
finances of the shareholders. If we
-can have a+thick 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 Government feel that
the time has come when they must
interfere they are interfering. T 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 the 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
charitable purposes and even for politi-
.cal purposes. For my politics, I would
like to go to everybody and beg for
money but certainly I won’t like people
to be charitable at other peoples’
-expense. They denote ‘somebody’s
money to somebady, 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 uitimately it became a
zamindari 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-
.duri 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 rmanaging agency period is over.
‘why should it not be automatically
renewed? Here is a provision that
«even for that automatic renewal of that
wnanaging agency, Government’s per-
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mission will be necessary. What I am
afraid of at this stage is that the
red tapism of the Government, the
usual official favours of the people who
are in power should not go to penalize
the honest managing agent. There are
honest and dishonest managing agents.
So far as the dishonest managing
agents are concerned, we hold no brief
for them but so far as the honest
managing agents are concerned, i
after a period of time, in the usual
gourse 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 managing
agents, but here what I find is that for
that also Government’s permission will
be necessary. I am not suggesting for
one moment that the Government
would withhold such permission 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 of
Government officials should not bé mis-
used against honest managing agents.
That is a matter in which the Govern-
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 net 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 of the
managing agency or the commission of
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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Shri Tyagi: I was not a Minister.

Shri Goenka: 1 know that;>I am not
anaware of that. The fact is that this
evil has been an old evil against which
no action_has been taken. Nothing hag
happened recently except the usual one
or 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 hands 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
given and exported out of the country.
Government practically turned a deaf
ear to the manipulations of the foreign
managing agents in this country. It
is a well known fact that the foreign
managing agents who are there in
these companies do not hold a majority
of the shares of the company. They
manage with other people’s capital:
they have more or less only a qualify-
§ng interest in the company. I know
of a company in which I was also a
small shareholder. That company had
@ 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
woting rights to the debenture holders.
and 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
shareholders whose money was there in
the company. I am talking of a
foreign managing agency. These cases
can be multiplied. Several of these
ecases have happened. When fche
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
of risk. These cases have been brought
to the notice of the Government from
time to time. These cases have been
happening from 1945 onwards. There-
fore. I cannot discharge the Govern-
ment of India from the guilt of keeping
quiet over this evil for such a long
time and bringing this measure only
at this late hour. But, better Jate than
never. That would be my reply to
thim.

There are many other matters to
which I would like to refer. Since 1
am a member of the Select Committee,
¥ will mention them in the Select Com-
mittee and will not take the time of
the House. But, let me say only one
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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 shareholders, 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 inslance, there
are companies where the managing
agents’ term is two per cent. of the
sale of goods. If the company manu-
factures two crores worth 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. 1 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 make a
profit. the managing agents should go
without if. Their lot should be practi-
cally with the lot of the shareholders
and it should not be that the share-
holders may lose money, but the
managing agents should make money,
come what may. This is one of the
things to which I would like to draw
the attention of the Government.

Finally, I welcome this measure. I
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. Chairman: If the hon. Members
agree, 1 would like to call the hon, Mr.
Tyagi at 5 minutes to one o’clock, so
that he may have 20 minutes to reply.

sShri 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
of other speakers who would have
participated has been curtailed, 1 sug-
gest that at least to that exjent, some.
Members may be given an opportunity
to speak.
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Mr. Chairman: 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 1 hope...... :

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

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

Still. 1 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 sharehplders, 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 to 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 preduction is
the result of the joint efforts of capital
and liabour. It is now recognised
freely that out of the profits of a con-
cern, labour and capital should share
equally.

Dr. Deshmukh: 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 §hare adequately in the profits of
an industrial concern. Besides, every-
body knows that bonus is a perpetual
source of quarrel in industrial con-
cerns and it has become a very difficult
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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 for the
years 1948, 1949 and 1950. And the
cases have gone to the Appelilate Tri-
bunal and the High Court with the
result that ihere were strikes in the
industry this year and stoppages and
Jock-outs and what rot. If the com-
pany law had not been defective, we
couid have iouud out he proins made
by {i1e industry immediately by look-
ing at the balance-sheets. and there
wouid have been no difficuity in setti-

‘ing the amount of bonus to be -shared

by the labour and the management.
There would have been ro stoppages
in the industry and there would have
been smooth running of the industry
and more production for tie whole
country.

The difficulty is in determining the
veal profits. In fact, in the year 1849
when Justice Bindbasini Prasad of the
Allahabad High Court was appointed
as the Court of Enguiry to determipe
the amount of bonus for the sugar
workers for the working season 1948-
49, he issued a big guestionnaire {o
the factories and cailed for their
balance-sheets. Some of the factories
did not send their balance-sheets
and others did send them.
those balance-sheets that were re-
ceived were carefully examined.
and do you know what the learned
judge observed with regard to these
balance-sheets? He said that the
balance-sheets cannot be relied upon.
They did not disclose the real pro-
fits. A factory which had cryshed 13
lakh maunds of cane had shoWwn pro-
fits and another which had crushed 18
lakh maunds had shown loss which was.
absolutely unbelievable and absufd.
May I then tell you how these balance-
sheets are being fabricated? I would
request the hon. Finance Minister to-’
carefully listen how tais 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.
1 might give some instances of the:
methods adopted to avoid having to
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 to-
do that. But you have no department
to measure the guantity of cane that
has been purchased and crushed and:
so the factory can show in their bookss-
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amore sugarcane having been bought
than had actually been the case. When
they had actually bought only eleven lac
maunds of cane they could show
twelve 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
amost often manipulated. The manag-
ing agents of the factories have com-
“iplete contro! of these farms and the
#farm-cane comes to the factories.
“Suppose eleven lakh maunds of cane
-came to the factory, the books of the
factory would show that twelve lac
‘maunds had come. The factory owners
-<themselves are the buyers as well as
the sellers and so they can show that
the farm had sold twelve lakh maunds
of cane. when actually only eleven lakh
-anaunds had been supplied. They
~pocket the price of the other one lakh
<that had been fictitiously shown as
spurchased. 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
Zin 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 the 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 year 1930, i.e., during the last
121 years, the recovery percentage of
- sugar in cane has remained almost the
:same for U.P. 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 that 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
_shown in the books and so a smaller
ecovery is shown in the factory books.
“These figures are all manipulated.

Last year, as we all know, we had
‘4he enquiry about the sugar muddle
and I would draw the particular atten-
tion of the House to para. 4 of the
“Government’s Resolution on this com-
-ynittee of enquiry. They say:

“Premium charged by sugar fac-
tories over their fired price during
July-August, 1949.—The Indian

© Sugar Syndicate informed the
«Lommittee that 13 factories from
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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 showed 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
least 75 factories in the U.P. and Bihar
alone had charged premium, 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 ptofits 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 a benami
transaction to a particular bogus firm.
The bogus firm sold it fo 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 f{riend 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 very 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 my friend, the hon. Mr. Tyagi
examine the balance-sheets of various

companies, he will find that from year -

to year even though the profits are
Rs. 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
beck and call of the managing agents.
My 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 {he dispute about bonus
%o 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
began from 1st April and ended on 3lst
March. 1t 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
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courts by juggling with their figures
through these varying forms of ac-
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 accounfs and to
detect fraud. There are honest fac-
tories also who maintain correct ae-
counts and if such factories make
huge profits a comparable profit can
be expected in the case of o
factories which, however, at present
cannot be easily found out. Their
trick is to see that the accounts are
not comparable. Therefore, there
should be a provision in the Act itself
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 country also
loses because production is stopped.
My friend, Mr. Sidhva gave the inst--
ance of the Sholapur Textile Mills, X
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
managing agents. The 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 I
amount of sugar production. It
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. either by itself or by some other
agency which it may choose. In this
connection I may suggest that Gow-
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
concerns.

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
amount 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
that this is a fictitious entry because
there are no buying or selling agents
now. The Government is the pur-
chaser and seller of sugar: that being
so how can there he other buying and
selling agents? Huge amounts are
shown in these entries. sometimes
these amounts are actually more than
the amounts paid {o shareholders.
So I want to tell my. hon. friend that
this is yet another way in which Gov-
ernment is defrauded. the income-tax
department is cheated. by saving fhae
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 Firance
Minister to see that no amount is
allowed to be spent as a legitimate
expense on selling and buying agents.
especially when the article is under
control.

1t has already been said by my hon.
friend Mr. Goenka that the expenses
of 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 own relatives as general
managers of industrial concerns even
though they possess no gualifications
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 in the U.P. was going to make a
deal with the sugar manufacturers. I
am sorry 1 was absent when the hon.
the Prime Minister read out the reply
of 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 the full story. The particular
Minister went to Muzzafarnagar dis-
trict about a month ago and there the
talks commenced. ‘There was a
bargain. The millowners tried to
bargain that Rs. 50 lakhs will be paid
by them to the Congress if 100 seats
are offered to them. The Minister
was prepared to offer 65 seats only.
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That quarrel was going on. I know

the facts fully well.

Shri Tyagi: I wonder if it is rele-
vant.

Mr. Chairman: 1t 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. Saksema: I take full res-

ponsibility. 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: He 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. §. 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 tie 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 of
U.P. states in his lefter that there was
no question of bargaining for the seats.

Prof. S. L. Saksena: I have already
said that if an enquiry is ordered by

the Government, the facts will be
proved.

Shri Sidhva: How is this germane
anyhow?

Mr. Chairman: Could this House be
used as a platform fo 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 in
part and as you know, according to
the Standing Orders of this House no
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 of the hon.
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the Prime Minister in any context is,
may I respectfully submit, not quite
accurate because we have not got the
#ull facts before us. If The letter had
been placed before us, we would have
known the full thing. We got only a
portion of it and we do not know
what the other part contains.

Mr. Chairman: When the hon. the
Prime Minister made a statement and
_also read the letter, the hon. Member
now raising this point, was present.
“The hon. the Prime Minister said that
he read the relevant portion of the
letter and the other portions of the
Jetter had ahe<plutelv no bearing on tae
subject. The House treated the matier
.as closed. If the Prime Minister had
been 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
-0 raise that point again.

Prof. S. L. Saksena: My point was
this. I only want income-tax 1o 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
1o 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.
Shri Goenka: Courts—that is right!

Prof. S. L. Saksena: I want the Com-
Dany Act to be so amended that no
-such loopholes will be available for
-contribution of money to political
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
-of 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
«dxre_ctors or representatives of the com-
_panies that 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-
thers to go on speaking.
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1 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 irame
a question and send it to the proper
quarters, pecause taere must be some-
body to answer his points.

Prof. S. L. Saksena: I will do that
Besides, I have made a demand for am
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. Al
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 t®= case
of a firm, which had a capital of Rs. 30
lakhs four years back. Now it re-
valued its machinery by Rs. 50 lakhs
more. that is to say it made its capital
Rs. 80 lakhs. This was attributed 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 faetory in Akola for manufac-
turing vegetable ghve. 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 om
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 I 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 it
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 cheat them of thewr
money, and they would not take the
labourers as sharehelders.

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 fo remedy all these defects.
I do not know whether it will come
before tais 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
cannot bring the comprehensive Bill
for amending the Companies, Act just
now, this Bill should be suitably
amended so that in the next eigiat 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
wvery much wish it was aone, for it
would be a great help to the country
and to the Government also in its
finances.

Madam, it is five minutes to one and
you have already fixed the time. I
will 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-
¢ular 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 iaken away
in this debate and that they should in
all propriety and fairplay be given an
opportunity to speak on this subject.

Mr. Chairman: Mr. T. N. Singh 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.
1 am very grateful 1o you for giving me
an opportunity to speak on this Bill.

Shri Sondhi: Do not bring in that
sugar muddle.

Shri T. N. Singh: I assure my hon.
friend who has just interruptei me
that 1 have no intention of indulging
in extraneous wmatters because the
time at my disposal is short and I
wish to plare certain important points
before the House.

Phe main oproblems that are sought
t» be tackled by this Bill are to see
that the shareholder is not defrauded
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of his due share and that by means of
ficuuous 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 considefation, at
least to me, is whaether this Bill goes
far enough and is adequate. I am in
agreement with most of my colieagues
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 of 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. With that provision
being made, it is easy to make a change
after that lapse of time. Similarly I
refer to the various ways, 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-
country with labour strikes are being
used only to raise the prices for the
consumer. What is the guarantee, E
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 {0 be fought and
unless the Government or those who
are running it know what are the
legitimate expenses of production, no
amount of laws or no changes in
the regulations, nor new Biils and
measures will help us in any way.
For instance, there have been cases:
where besides tie sales and purchase
commissions the evaluation in transfers.
or the 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 aoparent 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 things,.
not to rav of small minor mattere that
have been raised. I want to draw the-
attention of the hon. Minister to cer-.
tain cases, where certain fictitious:
cnmnanies are started. Suoposing T
am a biz man and T havven to have-
a followine of labnurers or neasants,
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 then 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. All the same the poor people
lose the money and another man
makes profits out of it. These things
have been happening. There are other
instances wher: 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-
tfrative machinery of the Government
has to be toned up. You have got your
own Income-tax Department for which
T have all praise Theyv have on the
whole done very well. That is my view
because I think they 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
asked to go ahead with the jnb,
and were not hindered too much.

am sure all these un-earned
profits, hidden  profits, etc. can
easily b» movoed wup ard all,
these things prevented. After all,
what are these transfers? They
are oniy efforts at evasion of incame-
tax. In the ultimate analysis. thev are
designed only for that purpnse and for
n9 other purpose. Now. I want to know
whether in this matter of fifhting
income-tax evasion. we have been as
successful as we exoected. and whether
we have heen able to go through the
cases of the bie fellows. Leave alnne
these small oroducers of suear. Be-
tore our own eyes. great banks have
changed hands. Today one bank is
suonnsed to have gone and merged
with another bank. Then. we hear that
this is all fictitious and tomorrow. the
original bank will be revived. All
these thines are hanvening befare \mr
eyes. My hon. friends Mr. Goenka
and Prof .S. L. Saksena. in the'r zeal
for certain varty or grouv interests.
have brought in extraneous matters.
What really we should consider at this
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juncure is that we should not be-led

away by all sorts of motives to abuse

or prejudice each other. How ure 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-— what -
is more important is that we have to -
see that the execution of the provisiong
is well done. Therefore my emphasis
is on the last part, the operative part
of the Bill. in which a commission of
three is going to be appointed. I wish
this Bill had laid down certain condi-
tions about the qualifications, and :
experience 0f those ®persons. I am
really sorry that no Member who spoke
:);1 this Bill ever cared to deal with .

at.

u‘Shri A. C. Guha: 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 Tyagi: I have not much to say;
I will soon finish.

I really feel vroud 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:. [
feel that the House only wants the
Government to fo much farther than
this Bill goes. From every section cf
the Hause. I have received suonort for
the Bill and therefore I need not tuke
much of the time of the House in re-
peating what 1 originally said.

Shri Hnssain Imam: They expect.
progress from you also.
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Shri Tyagi: 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 littie sort of an alarm. I am
.in perfect agreement with Shri
Syamnandan Sahaya when he says that

i there would have been no industries in
~the 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 couniry we cannot
minimise the importance of the system
of 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 cre . responsible
for this. But it is in the very interest
of these managing agents that we have
" brought in this mgasure. These 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
of which we hear so much. And 1
might say with reference to what Prof.
Saksena has said that it is not only
physical labour that goes into the pro-
~duction 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. 8. L. Saksena: You mean in in-
- dustr_y.

Shri Tyagi: No, they invest it in
commerce and industry is now fast
""being commercialised. That is my
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
<gommerce and not in industries. That
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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 hundre

rupees 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 goud 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.

1t is from that point of view that a
little change has been suggested. Mr.
Goaenka 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 appointed 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-
commendatioris of that Committee were
not avdilable and the measure has
therefore been- delayed. So Govern-
ment is fully conscious of its res-
ponsibility.

The situation is serious in the fleld
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 allied
concerns—7 big cases.

Non-trade advances {0 nominees
or unknown party—5 cases.
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Loans or advances to m
agents or directors including tnose
on current agcount—22 cases.

Inter-locked or inter-company
loans and advances—17 cases. "

Shri Sidhva: Are you taking awn
action?

Shri Tyagl: We are now
powers to take action. We have becen
nandicapped for lack of powers. There-
fore Government has come forwars
before the House for powers so that
they may take proper action and Ir
time.

There have been mter-company 0i
other investments in shares including
those made from borrowed funds or
increase of share capital. The num-
ber of cases is 31.

There are a number of 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
Become the concern of the nation as
a whole. I may tell the House that
it is Government's desirg 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
Fipance Minister has no other politics
. except to collect the funds and dis-
burse them according to the wishes of
the House. From that pomt of view
the Government is the major share-
holder in industry. That is the way
I 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
under 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

. 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
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when these agreements expire they are

not allowed to renew them according to -

their own will. Otherwise, they may
even get turther advantages from those
companies. This is a small measure;
the bigger Bill, as aas been suggested
by many hon. Members, will deai with
various other points thalt have been
raised.

A suggestion was made that the right
of vote must be divorced from ihbe
ownership of stock, or the number of
shares. ‘I'hat is not possible under
the present circumstances and it is not
our view taat the right of vote shouwd
be so distrubed. The motive of the
present Biil is not to disturb the
reguiar routine of industry nor is it
ihe proper iime when tne regular
passage of indusfry or the movement
of the wheel of inaustry should in the
least be disturbed or checked. There-
tore Government does not agree with
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 sateguard their
interests.

I have already said that capital
formation is rather siow and shy be-
cause smaller men are fast losing their
conridence in inaustry. If they 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 small investor.

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

Shri Tyagi: Surely when transac-
tions will be made in the open day
light before everybody's eyes shyness
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
think their funds are being frittered
away or their interests jeopardised. It
is for the Select Committee to con-
sider the question but let me say that
if the Government were to have all
these vast powers then there may be a
tendency amongst those who occupy
these benches to misuse those powers.
So it is better that these powers are
vested in courts of law. That way in-
dustry also will have more confidence.

Some friends have referred to some
Ministers. Well, think Ministers
must observe the highest scruples in
these matters. Since they too have
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come from public life they will have
their relations in politics, industry and
commerce, people small or big. But
jet me say that when they act with

their political parties

there the Gov-

ernment is not involved at all. Even
if seats are transacted for anywhere it
is not the Government, that is doing it,
it is the party or parties that are doing
it and they will have to face the elec-
torate on these things.

Prof. S. L. Saksena: He was able to
make the deal because he is a Minis-
ter. Otherwise none would care to

deal with him.

Shri Tyagi: Ministers are also politi-
cians. I take strong objection to
motives being attributed.

I submit that the very fact that the
House wants to reserve more powers
in the Government will tend to per-
suade the Government to misuse those
powers. The best thing is that the
over-all powers must either remain in
the hands of the court or in the House

jtself rather than be

vested in the

Government. When there are too many
powers 1 shudder to take them.

With these few words, 1 hope that

the Select Committee
best advantage of the

will take the
wisdom of this
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House and I can assure you, Madam,
that whatever suggestions come from
the Select Commitiee, Governiment 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 Select Committee
consisting of Shri M. Ananthasaya-
nam Ayyangar, Shri B. L. Sondhi,
Shri M. R. Masani, sShri T. A,
Ramalingam Chettiar, Shri Prabhu
Dayal Himatsingka, Shri Narendra
P. Nathwani, Shri Brijlal Biyani,
Shri Mathura Prasad Mishra, Shri
Banarsi Prasad Jbunjbunwala,
shri Manik Lal 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.
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
17th August, 1951,





