
THE p iw l
PARLIAMENTARY DEBATES

(Part II—Proceedings other than Questions and Answers)
OFFICIAL REPORT

6017
HOUSE OF THE PEOPLE 

Thursday, 29th April, 1954

The House met at a Quarter Past Eight 
of the Clock

[M r . S p e a k e r  in  the Chair] 
QUESTIONS AND ANSWERS

(See Part I)

8-56 A.M.

COMMITTEE ON PRIVATE MEM
BERS BILLS

P r e s e n t a t io n  o p  S e v e n t h  Ripoirr
Shri KasHwal (Kotah-Jhalawar);

I beg to present the Seventh Report
of the Committee on Private Members
Bills and Resolutions.

COMPANIES BILLr-contd.
Mr. Speaker: The house will pro

ceed now with the further discussion
on the motion referring the Com
panies Bill to a Joint Committee
moved yesterday by the hon. Finance
Minister.

Mr. T. N. Singh

^ ^
^  f , *nriT

^  aft ^ f#ra?T
I ft' It
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60IR

t f̂ <TT sttt

lift f*T̂  #  gwit 4m 5>^
^  t .̂5 ;  fsp

«i«RP #  qfT in frrfer a
^  nr ft ‘*I was on my legs” 

f t  ftr % ?Ti5r
rH  #  T? f  I t  ^ 3 P f

tn. siTrn f  I

?ft gt ^ 4  ITS TfT m

ft? r ? H ^ ^  ^
^ ^ * i ^ n  fr n f t  3fr q ? #

fti T t f  <in»fr #t*ft ^
% 5RT ?tTt

>W ^ % qiff %
^  ^ n T

^  WT ^  ^ ^ 7  ? i m  sfl^TfT
^  g: I aftqjft ^  t

r iH 'ft  ^ H3T5W I  I

^ «ft?T aj-T
W T ^  vtftrer n f ?r

Kft WT ^ w ^
jj # *»flf ^ ^ nft
(THrfi ^  ^TT
fijPifjT wr ^ ?i*nr
*Ti?t ’tjflf jr, îr ^
Htiftm %?: Kit

% «pj9TT ^  t
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[«ft ito

•dy+̂  T̂+T ^  ?R>?TT IPTT 
?Ft '<li<!i<i> ^  ^  ^

’ffnnf)' ^  HT^fWf ^  /TPT 
i»44w<£̂  % ?ft ^  t  irh
^  r̂PTT ^  tpT̂
%T, »rm
?t I, ^  p̂prr 5  ftp ^
^  ?»«TT M  ^  ^  t  I
^  ^  ’T*TT

?n. ^  ^ T iif  3ft

^ VT
^  7% nrf^z

^  ftr^f 3iTqf«T, t  s r m r  f  fr- ^

5R% % ^
?rr ^  WT s r ^  t ,  Jr ft

P̂RT ^  5!^ ÎTJH, '̂ 'iW ^
f  ft> ijf^ n

r̂nr ^  tt *n
f%5W 5TK W fiPTT f r  *R^ 

^t?T ^  5Tt +*'l«0'« '^idl

f ,  #  Vtf 5T ^
n̂fV-iPT ^ T  irf? ^

^Mli ^  I <Y 5,d*0' 53^

fi^ ^  9fnff fT <)T**n o*}4'
? m i

9 A.M.
^  sp»qsft

?TT #  TT %, ^
f  fr. T»H T ^  m  T»- ?r? STlPq̂ ft

HT ^«TT t, fr  "flf? ^  ^
I, ^  *ft, i^. fpTTT ^

<fl[T ^  ift ^  t ,

•?*T% ^  ^  ^ «f>7, tTf: ‘̂ rrV
sn*rfy 3fr 11̂  ^-^Tt ^  ^  j= n ^ ?rtT

srr TRnrrr c^rr, ;37r%
f ^  ^  w.n»T t  *rr T irq fv r f
SfV T T ft  S  ^  ^ tHt ^  I

Jnr JT| P r ft^  *irr | %  f*rn: ^  ^ 
*rpf)r ^  *)1<n n n> 5 ! ! ^  ^  

?R>  ̂t> ^  # w
t ,  ^  <flftt ?fl*r f  

5ft arriFf g « ft*r  w t  ^  <t »r t  ^ t?#  f  i 
^  ?fe?TT %  3nrt# afr

^  fifTfirftr̂ rr ^  fwr 
^  w  ?R> ajT^ wr%T
Ji? 4»«r^<i ^ w i,

w a f f  v t  TTR?T %  ? ft*ff ^  ^
I  I wffwf % <Tf# ^m t ^  ^  ^  

spN? '  vr a\>iT 
P r o  5TT5 ^ t » f f  ^  < it«T  fip w
3iTrrT I, 5 im  <T, ?m t ^  ^  
TW <r f^ ? T
^ivT  *W »W dO%

^  < fn ft ^  ?ft?T 5
f«iR: ^  5fl»ff #  ^  ?r 3fr ? R W

4^W f̂T$RTlRT
^<h"1 ^ I

W T  iIX?Trr t  fr- ^ # ? *ft
7? ? t't 3T>5»«r ^  ^  ?rr 

VR”r JT? ?nnfr #
^ 0 ^  I SfTrTT ^  ^  ̂

i l f t a g  5 iTf f r  3TTm t  f * r  ? ftn  w n  

•T̂  "i<ii^ ,̂ ^  ^  '3WnT
I ^  ^̂ T|[rTr i  Pp f^r

^?sp 1̂  ;t̂  si^ snrR ^

f  ^  ir ;:î
w #  <=nn^ t  I ^ T i  v t « p m  ? t ,

H sp if i f t  sfiftriT ^ r . fsr^i ^  ^  
>ft TTJT ? i ft. s jm  ^  !T»: ? ff  w gtm  
q>R^ 5T?'r sm , m trJr %
1.1 t  %  f  ^  5fi»r i  ? r ^
frf^»T wrwTTT ?fT I % 1JTHT
^  firifT, q\r ^  flTW JT̂  ^   ̂ f%

%  3 R K  n ?ft>ff %  'm r  f ^  w a r



*nir, ^  ?ft <T?TT
3TR «rnr #  yw» jw ,
*fT̂ <J fT ’T̂TT T̂PTT, ^
«rrar nr Ir wtut, #ftr?r ^

3ft t  ^  qr ^  ^
?r ^  5  I

5^nFt <FIT Pput ?rtT
^  ^  ?ft ^  fiw 3 ^  
shiT *PT fw  I ?fpft ^
^rthf f̂ nrr, ^  ^  <rtr ^ *
^  »tT«f»ft siiflf f , ^  #ir,

?ft HT 5 ^  **? t ’
#  «0<<!|t felTT I ^  «PT WITT

^  Sjter ^ I <4̂ 1 %■ ^  »̂T 3^ *FT 3ft
* (#  tswr I, 3*iTij m v  spwisft T  
TftRfTT % W % 7 ^  m 3R^ ^  ^
’HKJft ^1  gsT ^  Ti»T!ft TT s r m ^
^ftr -aH % fvnr ^ w fisr ?i*p
^  *rnir 5  1 ^  ^
^  ft«r?iTf ifiT fwnft
y  F̂TTTT »T1TT % VT <sHn
1 1 3fir TJ«T^ sTV̂ TR qr | ?ft
^  ^  rftm t  f«F fqrft H ^ «w  m̂- 

3«w?r 5fl^ »i^ *̂n ^rtr ^
^  5T % r̂ppT

^  T̂»IcRT <Tt
^  % f5W, ^  *Trf%jn*R ^  ^ -  
d' î *ry îT̂  ftrfsiFZT ^  *ry 1

^  t  %  ^  ^  ¥t 

53TR <TRlft %3PP: |7,
■̂ iIhmIhc h ?fr 3«rr % >nl srfi KMra 
?  «rr?*ft ?t 3nt»r,
f^r fsw jtw i »r #-
Hz '3H ^ *K?f ^•ft, vtr 3i«r *rw 
^  T̂?r T̂HVT ĤHRfT l̂*i ^•ini 

^TR Pr»W»: 5 ^

|, 3ft Ŵ TRT

^  «TK»ft t  f3 F ^  «n: ^
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? o i| ^  ^  ? O W

? WOT ^  T? »nJT I ?ft ^  j  ftp 
f>iT< qnr WT ^ ? 

*T? aft ?»iK r̂, 8!mTrfkv
*T STRi ^  ii5?r *w ̂  I wrr 

q i^snr ^  ^ ^ TTffj? ?ft 
»rr^?R ^ ?«o  qjĵ  % f^ fw

I 0+«1 ^T q̂«T Wr
f%HT, ? ?  5TT #  f f f  »CT ^
^<fw •nfr ftpTT I ii tnnrar f  

iirsr % ^ifR  ^  <PR f*r *1̂  HSft 
wr̂ it !fr f»r Pp»r »t? ?r a t#  r̂r̂ wt 
% W fT I ^  ^  oinT %T 
^  w « f  t  I «niT W'T JHf *11̂  qr?*!' 
?ft ww ’̂#«T Pp vi*i«ft w  ^  ?f«rc
#  511̂  I 5>rf?w w ^  %
?m  ^nRT ipft^ ihctt j  f% ^*fr 

^  f ^  #  ft: il»T «TC»fr
f3RTi5t qfw ^  ?R^ t , flttt «rroift 
^  ?T<5 % Tt^TT ^ i f t r  ^1^ ft f  *nnf-

^f? a^4¥i I

n ? rV in ? T S T e w < ftrT T v ^ s n '

=̂ Ti|?tT I  IITT ^  ^TT^S,
3^ % STRT ^  iTJr ¥t ifVfiT fimr,

^:fT f  f% ^7 ^1*^ 3, V !IT ?o
«iT t  ?»r ^ ra rrtff ^  ^  ?ft»ff ¥ t :

35^  ^gT %  3?T^ t  f r
^  ^srr > 5't ^  I -?fl % ^3?^
«PfT f r  ?f?JR q?T  ̂ <IT #  tft
^  f  r f * p r f t  fin=^ 
^ f-w f ,  5Tf^ ^  ?rr % ifit# T
fiT T tr 5TT ;j5TVT f  3! ^  aPT *r?rrTT I

n 3rmr = » t^  5 fr  w r ^ f t
?TT ^  ?TFff ^  s f r ^  ^
wl'ii ^ f3RT d<^ ^  11̂  ^  ^ ^  

Sftt^ I 5>TK 'BTf- 
M t o T  #  ^  f% 5IT ^

W Stf ff TfWT fTJTT m r I ^^npft
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^  ^  ŴTlr #
^  3ft ¥t 5ftro I,
^  f ,  *TT t- ^  ^

fW W f^’TT t, ftiJTT
t  I ^  ^
I, % #3?^^ f w
I  ? ^ ^  ^  f?rr 1

^wpft m #  5ft fwtt m i ?*r 
5fl»ff % ’ST*!#, ^  ^
*nTT ? ftRT ^  w , ^  TW 
?ft nt, <fiTiw rHPfw<
# ?m t ?«ft̂  ^ fem ? wT Ji? ^

*T̂  ^ '3*^ t̂*ft ®pt TPT. '3»^
^nft ^  n'̂ 'Ti'Ji, ^*nr irrf ^  f%
^  ^nPTf̂ f ^  ^  t  ?
?n?r*ft, ni  ̂ % ? n ^ ,
HT MIW irrf'W ^ *1*1̂ 0 r«,ci<i< 
^  qr ^  ?T 'Tnrr,
3^  ^  TPT % f%?Hr ^  »r<rT
^ IT? îiT5Wf f  ? ^  #

^  'KPRT ?T̂  3̂3T̂T >RT WtT 
^  stff5T5r 5i?r nm 1

t  f j n
*npnr ■srw, ^  it^ ^  ?nft 
?ra^ I  W  ?T3H r̂ w k f>rd ^ j f  
qr ’ ft 3fr f% f»r̂ >'r ^frr ^  ^»rr 1

=̂ t4 5ft ^ft JTirT

*F^ t  “ i/i<5nf4.»r ?ira ♦r»fd5i”  
^ I n̂* VT*T^

^ ?o qrts:in ?o <n:#?e *̂rT t,
5*rtt ^  r̂PT̂ t ^  5ft I 5fTlf % 

w #  ^ 5ft«ff # «J5  3PTRIT. vnrPT
in# fJinr % sprrar, % snmfT
in «Kr»f<f̂  It «nTT<IT,

Ŵ <T«i*il*il I WrfWt
t  ^  % 'mr ^o «iT#? ^  m  »it,

^  fn»TTt ^  ?ft I w

d<  ̂ It ^  f
«ftr T i f t ^  ^  ^
^  ^ I ^^»ft ^ ^
^  ô ^  Yo ^  I
^  %°,
»̂T ^

?At  f[’fr^t ?fk ^fra"

i t  ssftr 3̂̂  ^  fi>T <K.-JW ^ i #

iTPft WIT nft^^ 5BT^ ?PTR ?ftT 

»BnT?T ^  ^  ?ft»r ^ 3 ^  I  I ?ITT 

11^ ^  3ft "T̂'i TWIHmI

^  f  ^  ^  ^  ^  # # ^  5ft?

^ ? HT  ̂ ^  ^?*T f  Rft f^fft ^  r o 

^  ^  <fc>T fTft I  ?fk f *̂ft ^  3 X 
fetmrr ^  =̂*r fM  | wtt gir rr 
WIT ja t ^  |RTr
t  I SPR <(<+!< ^  ^  7ffT
T̂ % Pn** 'dt{̂  !̂IT TTW? fr̂ lT

I ? ^!m ^ ^  vt
^  f%nT t  I ^  ?ft̂  ‘̂r f*r 5T^ % 
7f55T̂  ^  wzir Ht ^PTfr ^i?r 
^  ^  % » 1 T ^  ^  # 5 #  f , ?IT 

n? qrt?s !li?R nft "jfT % *iTf^ 
#531 ^  ^  %̂ .t: tnfiry

5PT #5^ t  I ^  ?fnT «rr# 
n  ^  t  %  ^  ^
^ f% yi<{*fl ^  3TRKR ̂  r 7?fT. 
f̂ WT t, Hf̂ JT ^  ^  ^  ffrft STTJI- 
n̂r >̂T *iif^  ̂ *̂1  ̂ I

»nf ^  11̂  ^  ift 5nrar | qr
55 TT ST  ̂ <Tmr ^ I ^  «1TW 

^  m^ft XIT  ̂ % ?inT# ^  t|! |- 
Pf ^  ?T T ^ 3ft ftpB Y ?n# «TT f ^ ^ -

?rrc f:, ^  ^  ^
vr mftw W5T tscn | 1 jt? ^
?TP ^ i f ^  I  f?r «Pf «̂PTT I  I fJT

# ?̂TT ft; ?irmf%»T ^ «fh: «Tft?i
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^ ^  >srĤ iT ^
^  ^  t  I

^ ftm sR ?m r tr^
f̂ PTT I ^  W ^

^  t  ^  ^  ^  aij^
5tcTT ^ ^  Pp ŷ5p*rPî  % ^^ivii 

2TT f m  I  fftr ^r-fft^WT 
f w  ^ I irtr
1 ^  #  l[d<HTf+<T ^  ^ ^  ^
**t)î <?r ^51# f  I ^ r  ftf> ^  fipw
% ^  ^  ^mft̂ fTT firpRTT I  i f w  

fthf*f % ?r VhRT
^  iTO vr ^  # f

fif̂ T T̂?TT ^ I

%rnpfft ^ I
^ijd ^T ^  Vt^

^  t  I A WFT frtr 5̂ §FTT
j  ISTR^ imr iftr

f8| J lr ^  # ftivm r fnpq;ft
% IT T  ^ ^  ^

iter trqr^ >r: ^  tftr 1

vnnr ^  ^  W ?
%r^\H ^ 1  ^  ^  ^  Wf̂
^ I V’*r4tir % ^  ^  irt^
w ?rr ^ I ^  11
ff^ % WR #  ftpFTOTR^ I  I
^fVT ^PR ^ îrN*
% IF? WmP  Pf w*pft
^  ^  ^  ^  ^rrnr

^  T̂TT W T V T  f  I % ftRTT

ftp ĴTTT ^  * r̂njy «TT ^*,
^  ^  ^  ^  ^  I  ftr
fTTT ^  ^TPq^ ifftf V?: ^  I

fTTT ?TT ^  tWd ^ ÎV»t ^  %
M  ^  ^  ^mnn T ^  ^  ?r 

w  firn: im fW f ^  ^
3TRft ^  I ^  I" ^  ^T5¥

3TT ?T^ ^  aftr ^  ^  ftm

^  % M «  ^rnr ^  wiT ?r^ i 

f?[ TT t*R  ^  ^WPTT 5rr 

ĤRTT I ?nrc 5^5 ^ r jA  ^  

^  JT ^  ^  ^

^ r r f ^  I ?m  ^  ^  ?  f r  ^pwrfV %

« r ? w <  rfk  ^  # 3  ^
^  t  I A ^3TT

^  iTR #  «rrr ^  srtrt ^  Pr 

«ft^ 1 5 ^ ^nvs* nv ^  vi*rft
#  T^r t  ^TT^ v ^ r i t  ^  tjv

9TOWR ^  I StTT

imptsr I  I

[S h r h c a ti K h o rg icen  in  the C h a ir]

A n it  m  ftp m^lHT

^  #*R5^^5S^ W # HftW ^  

5T|ff #  I V R ^ ^  ftp IHR 

fJV ^  ftF^ ^  to ^
WJ I P T ^  ^  iftr VTT 5»

^  WT W

% f t w ^  ^  VT% frr^TT

i f t r  ^iftRT ^ITNt I ^

^  W nr I W  W  ^

^  ^«ni I ^  W R

ftFT?: ^ ^  Tft vn rrv

^  ^TVA I ^  ^  WR

A tfHHT %fhC ̂  tfT T̂fTtT ^ |

^ I  ITT 5f|̂ r I
^  vprft

^ I ^  ftr?f ^  ^
fw * i f t  ^ irr

I ^ f tR  1HR ^  finTTFfi*

^  1̂  n̂?iT f  ^  ^
T  ̂ ^  ir̂ TOT ^ 1̂ T̂TRft ^  ^
W  ?r wrnr ?rff w
^ ftr f̂ RT ^  W’i' ^  T̂FT
anhft, irr?iHWt, r  «nrtWt



6o27 Companies Bill 29 APRIL 1954 Companies Bill 6o2 &

[«ft 5to qJTo 
5»t I  I f  ^  ^

I  inir I  I 4  5€FTT = ^11^ f  f*P 

Wr JT5 =̂̂ cT 5T^| ftf f3RT»TR*ft 
^  tfTT 5nrr I  ^rrf?^

^  iftvr fira' I ’Tfr-
ftnftnrr *rf 5 JTf

f*T5Rrr I #% ^  ^
3IT ^T s r s R fl^  n̂rTET
% ^  WOT ^  irra*n I A^- 

^  wk 
W fiFTPlT rMHcfl I  iftr

^  W <4l«r« 5ft ^  5|flf m
y ’RTT I ^  ?PR ^  ^  ^

#, ^  «c<aM(d4t vtte’T^pff ^
ilt? »nn: fiRTirr ^ ftr#
tit f»T ^  ?rv m
t I eft  ̂japTT =̂ 1̂  i ftf ^ fsnr 
?t tpnr #̂ it ^

I ^  5»|f m  T O # I A  T̂PRTT 

I ftp ft!# n̂*nft % 
ftrcTJTr̂ iit t̂yriV«T | 1 cft̂ ror 
^  ?rtt̂  ^  OTPT
r«w.w«n îff̂  I *niT ^  5ft»r 
t̂f r̂nr (hi>w to# ?ft 

»ra#fe w  »frc «nfa<fm  vr «f#
5t arrar | f¥ ^  g«nJT ftrr# 1

t snitit w

i(t do I ?ft ^  fnwr

l ik  p R  ww U<M1M,
xf(K *rdw <n?f«nff % ^

fa #  <»«fl<i ^  i j l f  )$tf^ I iTf
arnj^ ^n(t wjw »Rwr
iiftflr I  l ik  iW t ?npi ^  !ipr

qr 4 n w <  ^  ^#T ^  ^  ymrB"
5 «i»n<<ifH  ̂^  H<!i«i >TT^^'^N*rf I • 
at if sr? Ir «ir??Tr ^ifar f
fv  ^  IX ^  I  I JTft
# 1̂  >r<Tr ?ft fe r  #  aft « r a ^
^ ^  ^  51  ̂ ftTT I ^  ^  ^

^tiO ^  wPT *ror
•̂11 5 f̂t ^  >̂3r $5 T5

TO# t  • ^  innT ^
5zx5Trt%ir m r  #i<Rr 

¥t =^rf^ I < m
5Tff ^  TO# #t fTltt T T f^ - 

^  ^  ft» IlTR' ^1*ft ^  ^ t  j f
^ tl ’ IT? ^  ^rar ^ ^  q<aH
^ 1 ^  ^  
in <l«C«14d ^  ^  VT vf̂ -
T̂R I <WH #t ITI5

4 hT f% <BT5^ rHf*i«<. #
^  t , ftr ?TT ^  ^ i ^ -
sRT fT  t  I vm ? r o t
»tfN't«d ftnrr | 1 *jtr 
ftpJIT ^ fiPTOt TW %■ ? ^  v4i( ^ 
m  «R , ftRnSt TR ^  f«r ^tr# 
t  ifhc ^  «R ft? HiffTPT sfsrr 
»Ri TO# ^ I at wm pr 35̂
^  TPT TX ̂ ^ 'i'? SR̂ PTT
^ 1  ^  5?TCT ?rdvr nf^prrr TT5Tr 
fWT I ipET *(W# *f Ĵiprr 5 ftr !?toY 
ifNiT I

ftrc w f  Tw artr
wr^r^’CT^? 4” If fzirfvvrar 
f f t r ^ T f T f f t i a #  
4 ^  ^  f  Ĵrt5t ftwe ^

*n[ w*r Pf >d»(fi'̂  fwr 
a r ? I t vnr^HPIT^ I

v n i| tv i^ % vni
'l#'IT I v t f  aifT  ^ft • f"
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vsen* r̂̂ T̂R* fk»m ^ 1 nfVn A ^  
f  ^nrf WR
1 W  ^  Jrft ftKTrT ^ ft?

PtPT'W< ^TTff TTV 
w  ^?rt % ^  ?T*P

i N f ^  iR  f  w r
T r̂ ^ I ^ w r »̂HT ^ 1 

WT vTT^pft TT *Ft
^ Mi^ î
j  I ^  |P R ^  WT̂  4 d N  I ^

VijdT g ftr ^  f̂T r̂ ^ w
^  r̂ w  ?T$r i

^  ^  i t  ITTT %  ^irft# 4>rg» ^

r̂r5 ‘̂ % 5«FTT jf ft? ^  
f ^ r ^ f f H r ^ I T T ^  I w ^ r w  
^  ^  t  ft? w  % ^  ifir
^  f t ? T ^ j h f t f i [ R C T
^ w?5r ^  f̂PT ftwiT ^ %ttK P ft 2T5 

^  % Wf ^  ^  ^ I
5*nr ^  ^  ^  ^

w A  ^ I ^  ^ d i  ^ ft? v t f
5% < rr «R # «RRT 1FRT ^TVPT ^  I

^  ^  5 % ^  ^  Tift t  

I  ft? n̂?T ift# % ^  fT
^ft»H ^n[r % 3f# i f f  if^WTH 

^5^  H re WTK ^  ft? 1T5
w  R w ^h i 5?t ?̂RT?f ^flir ^  I iTf ^  

iftftn rtt W5f  ̂ lift wm I I H 5 
<RF<^np^ I ^ ^ r t fs m n fw  
v tfT P ft ’ffR ftr i r t r  w T j T T ^ t f W t

I  ♦rr^ftfVnO ^  3fiff
ift ^nW(t I ipr W^K WT ŴTW!̂  

f  rfr ^Y  ^  f T  ^  ^  T f ^  ^  

f  ft? T^r I ,  ^

ffv f s  ^  I ^ftR  W5 ift|*Fir 
^  i ^ 4 t{kif(t ^  ^  i t  fTwft

%  wnwT fitC ^  I wror

ift ^  WTT w nm  %\ 

^ ^  iftfrirOr I , #  ^
^  ĵJiflT 5 * ^
m i  \ A j  ft? W
^  ^  ftRR* vrf^nr
% WTT ^  ^  Pl5T ftH
^  fw r >TnT ^ftr 1T5  ^TVtrfvT ^  
ftirr ft? w  «nrf ^ ti ^nftpr t;#? 
T  ̂ I WTK v**rf^rA ^  
m  ^  ^ r̂rnr ^  w  ^  ^  
f t ^  ^  t  ^  ^
R rct  ^  ^ I ^  i ^T^ii 5  ^

^ J ’®! % WJX
^  ^  ^  ^ ?̂PFT WT *iJ1>̂ i
j w  I ?ft4T ip r^ w  iflr vhsTT- 
5T fiRRfT ^  ^ j f l  
^ j f ^ l  ^  TT #  WT

^iftr % ^RH T^ ^ I

?ft BTiTf Pfc wtr 4
r̂pHT T̂fRTT j  ft? ilt ̂ TRfeiNpT

% P=Rrm f , «HR î t 
î̂ fNr t̂ t̂t rft ift v t f

^l^fNr rH*T»Hvi I ^  T̂RT

WPF?t ^HR ^  ^nft ^

#¥ iNV ^ 1^ ^  35^
^  Tw fcrr ft» fH ^•nfl

H ^  5T<t f̂t erq[ Ir ^mrr
WTW WT̂  I  ^  I

4̂  ̂ ^Ŵ  fnn ^jjn^ •wrpn |f 1 

1 ^ ,  4^Hnr t^ k  inm m
WfW W#, ?̂TW ftî ilT

i#K fipri? fiwT# ^
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[«ft 3to

^  ^  ^  It ?f%-

f^nfcq ?̂TT ^
■?ft ^  ?T>I ^

^  f̂ WT ^  ̂  ^ 1  t  f% 3ft
^

■»r«f4Ad % tttt ?fN?5r «rk
^  ^  3nw»ft, T̂?r% arr̂  sft

2  irre ^  «iH'i%* 9fw
% ^3^T f^WT
t  I ^

3n#ifV iftr n^mx
fif*IT ^ t w r  I ^  ^  ftr ^

»rfhTf ^ ^  ^  ftiin %, iflT 
^  ?*1TT ^  ^  W  ^  ?

^  ^  I  ftr 3 * r^

^  Ji^ <<̂ *si w r  ^ I %
3115m

% ^  *n  ̂ ^T ?̂rr v^srr
I  wffe 1VVV ^  iirs ##sr ^  
% irm?5r «wr ¥t crwt? *pt 

<rra unt ^r 1

^ ^ <WTT 35T
WVf ^  Vft *1?^ T’WT ^ ? 
^  »t<9«iiTf ^  Jflt T'TT ^
«m̂lT fw  I «<t»- 4 i  Pp *»5T 
«n: ^  ^  T̂5ft ^  f%?rfV ĵrfhT 
« r a ^  \^€t I  «ftr gsi^  \, % 
rw ftra?fV t  «ftr 4  ij?
«f^»nr ^  i  ftr 5rr ^HWig ^  
% fM: ^  sq f^  T̂cTT t  ^  fipn 
T̂?IT I pp ^

5*̂ 1 < w  ?5?ranr ^  
anw, flir 5« 3T? TT aft«PT
fspm It iftT ^  ̂^
^  ?f̂»fi ^  »<k ^  ^

feiTT ft> jfr ^ K  ?Ho, *tH Voo qilT 

Ti^ f  eft 3 ^ ^  ^  f^TT % w  

^  ?Ri?iT ^NH*(i ^  <iVT
^T f^a^T ’TOT ^  

q^ y f  I  ?R ^ f f t  fii5» rf^

^  giT Tfrlr ^  5TRT ft#  m ^
f tr ^  I 4  fti Ji^ ^ ? f  ^  f»rni

I  3ft lT?f« ?3nT *Pt fw »  

sn. I ,  *=»*Md« ?*r%

^ ifiR i ^  * r ^  ^  f t  I
5 «  5rm?i ^ ^
% f r  ^  ^frT

If I *f ^i*iai f%
^  ^  f  RTT ^  I ^  ift Jfl{ llf« ^

^ '̂ ‘T <rt»imi jn*?T ^  ^ r
^ I f»r ?ct*i ^  ^  ^Trft %■ «>re»fr
I , %ttK <?«p ifm  Ir ««w %w ift
'JiVH ^  «R 5fl^ VT *fk *r? 

%*»iift «»r¥ % irrt ^ fmrr wr̂  ijer
WH  ̂ I 3ft ?ft*t % «̂fr'l
vr f  WSR  ̂ H
'TPTW 5  v V  ^  <W5IT ^

»R 3ft tft jpii?: <rr^ ^ait ^  
^ 3'î »t Î<1 VtVt %

#  «T <Tm I f«W ^  »Rf5»T

j  ft: ^  5w g?> «F*>»5ft 5TT «PT vpsra 
5f^Twr^r<nn?rsr?n> îrrrr 

vni €t̂ > % 51^ ^1  ^

^  5  ^ 1  ^  if

fip «inT #  #5 eft ?5»

<w 4rat <4T. rnrr ’w  <fk *nr< w ?

*r̂  «rsft̂  v f^  m finrr «Fm
aH TT =^ îT I an f̂inr irr jn%^
# ^  Ir s r  V€ ̂  I, 3^ % 4 t?̂ TRII 
f  I frsrfftr itft H*ntr ^  5 ^  ^

«»raT atfR 4  f  ft> w r ?ft 

arnT^^^arpTfiT
^T|5iT j  ftr IT? 3ft ftw ?njn *riiT
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^ ^ MT j?!n?r Tw r
»mT ^

<fRft5H fpft ? *r^
?ff % ijoTftnp w k IT? ^  srr ^  Tf[T 
t  ?*TR
^ aft t  ^  W  ^  p .  ^

4 » ik t  ^  ^  ?w-?n’ A ĵBpn
5 f% WT f*iri<«< ^

^  I  ft, ^  *T^
% ft' <t rftsT «lTf«R<wf ^
^  ^  ^  3mi «fl\ ^
4rî ^^e7 ^  arw <ik #sn

^  ?>n fr  ITT %3 ^  
qH  ^  ^  5«rnFe

<51  ̂ ¥HT ^  ^  5 #
^fiFW
^  «ft aritft t ,  ?ft ^  #
^ a  ^ 4 15  ^ 4  3inTr j

vftrrfNizv If 
^  ^  ^  ?r ^  TOfiT
I  iftr Pk  ̂ aft ^«nn ?r* 5Wt
^ f.T  ?rtT 5rdi«T itV»-

^  '̂li*r, •̂wpft wt %
<4»^  3ftWiT % «H*riRfhTft
ifm rr ^  »i< ^  ft  ?«r
,OT^ wr3?¥ ?ft JTi •TO 51̂  ^
|i J»fi H, nf<ftK<î r
^  m v d v F i^  It

^  <r»iT ^  ?ft
#  ?̂r f t  ^ t
4 ?ff «Ft V?. f<?»Tr 1 ^ 5ft"fi ^ f n
i w  ^  I  ftr mfger

.% ^^wt arrficj ’̂ > d!T 5 PRT ;(ft A 
. «p.irai g f t  5^ ^  ^Tj[^ % ^ x  

ifK  s few  ^  r5 ^ 'ff| t? ft
. f  ^  ’T

?rr v^sit '» n ^  1 *tft a»nr

#  ^  ft'T #  ^'tf f '? firm
«FT ’ •̂et’T f ,  ^  'i'’

«TJfV̂  I 4<P^<nft ? j»R ^ jm  
'5T#r«r ^ t ^  t  *1̂  P ’T '̂t 
?€t5t csns  ̂ ^  5j«? ifV ^
«fh: ^  ^ a r  ft f t  ?Tr qif^nT- 
^  'RT?'^ Fm>fg< ?flT ftWT
»ft jf1»r J»r ^r I i T ^ .  ira ^
^  <fT«H?) % *Jiqaft * )n ^ ^  «rlT 
in iv  4N*I tp> ^t ''Tni iftr  i^ ;

u^ ^  ft; iif[ gft 
t  f f  ^  %■ 
<rtr 'I'ftfRi % ?5ri3nir ftirr ajr<r eft 

v n  «f.^hnT ^  Twipfr
5n % 3nf^«< r̂ ?* tm  ^
JtT 5)^ 3*1% (rifqrffdJl

v r  ?iT #  3n# sp u jfte u rr  
f t  iftr  f e  w?«B ^ f i r a  ^ fe ^ fft^  

irtr 5T <»i# w t  X % ?i«w f ,  4  m  gswiT 
? n j % <w I

HPT ^?r f .1 ^  4 s  f ,  
^%>K t  ?d»r
^ ...

^  ift® ^  (ftpTt #ift<1lf| 
^ fin r  »»?>ftTr— ?̂ftr«t  ̂ ftmr

— ■J^r) : *  « r w  ^  f
35T% I; I

%
1

^  fill :
^  ?  #t <nt <!d»r 3!nft ^
<T  ̂ ^T#. 5  , . . .

Shrl N. C. Chatterjee (Hooghly): 
That is unfair. Madam. I am object
ing to that; it should not be suggest
ed that any member of the Select 
Gbmmhtee is going to act as a par
tisan and on behalf of big businen
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Shri C. D . P a n d e : May I explain? 
I did not suggest that; I only sug
gested that he cannot say that he is 
my lawyer.

•ft 1 ^ 0  t  i
^  ^  <?niT I, ^
^ ^ ^  «ft*r
ini? ^ I I ^  *rnr^T 
fin r  F m  ^  | \ f-t

9T?ff ^  ^  I #■ ^?aT
5  ^  H i

^  *R ^
51̂  f%3TT *nrr 1 1  ^

F̂P9T ^ t% JT? ^  ^
t  ^  M t  f( f>rm ^  ^
I  ?ft ^ ? «n [^  t  ^
v\9 "T w  1, n  ^mrr ^
4 ^ ^ ^ftr ^  ^TRT ^ ^  ^  w

^  ^  ¥t fe^rfriTt »w
?#  I f^TTSIgcf#

f ,. ?r ftnjT
 ̂ I W V**1̂  ̂  *T 5»1 fW

«R »ft< felTT 3ITW, #f%5r

g ft> 5T^ WiHi
V lf f®P  ̂ fR^ ^  ^T - 

^  t̂ri*5*ii ^ >1̂
^  ^ T  irftw fjnpw %  <nR 
«¥Tci ^*nft Tra ^  ^  ^  «rra<pn> 
<rnftiT <V amr m ^  jn f t ^  
»m  feiT ^  ftrh# ^  w  TT«rf 
^ "T W  I m  v\W i JIJH  V Ftl"
I , f l f Jr t t TTUl l  w » r
fti m  i¥ h i wl’ir ^  ftw  
v n  w«mN^ wffti

 ̂?ft *1̂  *n̂  *1̂ 5, w?ra ft» wr
ft̂ JT aiw I ^ > T  I  »#h
OTwt ^4<ii >̂Tr ftp 5*iil*rv  #>WT

^ T̂r
5T t  I

?ff ^  A' TK iftT ^
i  ?At  ?TT5^^
# Tift ^  t, I 'RTf T!̂  ftrfsT-

??T % »ft5FT =Tt5rj5T 
T̂̂ ajT I Jrd’ r̂>Rr ^

^ttttt ^  t  I WtTf ^  ^
^rqr ^ .T  ?ftT %T f-TT?»^

*<«<lP<it ^  'T? grftl̂  'TW 
^+T +i*i <f"<,fl 5 , -S'l+'f ̂ ^1 «r^ 
^  fe n  3 n w  I ^
<nr t  I

%K, lit  f«P TO  «n«T % ?r*j#

f ,  ̂  ^  I fl' ^  ^
¥tf

• ^  *RT, =5n| i??mTTW it  ^  
ipffTsrr?̂  ft>TT ’f if^

»̂raT ^  iftr srnr
JT5 *TR ftmr 3nm | f r  Jrr5%?
>Tf€ ^it ^ ^  gjt? ^ r
^Tf̂ T, ĵnnft # 5|ftr
^ 1 ,  ^  Tc ^ T t  %5>T

>1? <|»»T PsT « n ^

insf %5TT ^t’n’ ftf ipw Jjf vpjjf
IWIW ^ ft> f*r ^* f̂W*le %X

^ S!R>?t I', *ftr in'VT 
i ,  fW  ftwr ftjr

wn # ?<r ftwi?r vt ht<t ftm  ft  w  
^rjftwrife ^  f*  t  ^ 1  <t 
HfT Ufflft ^  !T ^  w  % w w  #  

^  VT fft Ps^ ^  irnrr
TTWT *ii{f ^i»iT  I TIWT (ft W TS^

s iv r iA t i 4 u n w r i f t t I f f  VK^ 
^^npiT j f v w  

ij?r  w»m WNr ftwr |, ^
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?rtt4*T «TR«TtT

q  m  ^  ii |*n^
fiiftTHT If ^  (hrr i
irfr ĝ rsT #  ^  « tk  ^  ^

%  tp<K 5ft ^T?r t ,  ^  ^  
t  ar^TT unr ^

?;»iT q;  ̂ %s?i'. w w  3ftr
VT, *1 w  »WT %

^#»T ?nft €tv  5>rr i

5 ^ %  ^ T C  ®*TRT ^  ^

^ f N ’ *r  a i r t t ^  V  ^  ^  ^ T p T  f ,  
» r k  ^  I  f i n f t  ^ w T fH in , ft!%

^  t .  t .  ^  
% v n j ^ ^ T  < r ftv T , » T

i m H  ^  ^  cR? ??R 3f4rm 
f̂ *^T ^ w ^ 'l

^  lj*|i !W ^TO'I'iK WTT
^t*TT j f t i
# ^  T?%, *n % «hFT
4’, ^  *1?^^ ft* f% ^Jl^% iW TPr
5 '3'i+i CT ^  ^  ?W

#  # 5 ^ T ,  ^

#  5ITfira ^  I ^  ^  ^  !P F < t  
i f ; 5ft p n r  *i*^ T . ^

^ ^  ^  fv A  w  vW f*wnw
T ijr  j  I Pp^ft %  ^ K  ^  *n jf w ftf

^  ^  ^  *iT fwwra 
» in r  j ,  %fti5T ^  VTsn [f 
ftt fT tf* lITClff ipi #  ^  aiWT
#s wvm I, wff «T ffHTOT %w ^ ir r

» M i  f t r a w  I

^  ^  t i ^  (^Mmwn) : 
f j w  ^  f t m  w w  i f t  « w !

^  H o 1^0 f̂ H5 ; ij^
>iwtt I ,  qV?: A ^nrarm f  %  ? n R

5>i ^  5R?ft5r 5̂T %T ?ft if t

5 ^ ^  9 ^ iT H  ^T spt

ftra^TT I A ^  T .# n i
f t : ,  ^  sn?ft ^ r a  I ,  tT f.

^?IT H'l ^  ?'*TT f^^rr *RT ft> ^

*TW, %ftrn Pet  ? it vft’T m w pft 

?r ^T  51  ̂ qi^, ^i»j 59# 
i ( i  f , f t #  flf ^

I  ft. ?*T f̂ JT tii^  g{: *ft^ HT

5TW I ftw  ^
Ŵ 5 > f t  ^  f t .  %m f t  T f T

J t i  cftJTtftsT
%  JI? t 5 ? T ^  t  I W T  ^ 1 ^
I  f r  ^  'ft'o iTo ?fto iqftT

#  ?ft #5 I ,  % ft.!T J i^  

l l ^ l T  T ^ t c t  *T ^  5  I
t  ft! 1% ^  ^adt ^  jfifz^

W5R »ftft»nP ^  g ift i t r ^ ^  

<iT ?rS*r *1̂  ?ft «rr fi#«r ? Jif 

?rtl^T % I w  inq% 
i m  W f f  %■ ^rrsTT 

j  f t  #  fti^ft » fk  ^r T 9 ^  ^

^? T j f ,  ^  ?ft fe ^ i ^  ^  T S T
g ft» *rrr 5”*̂ ^  ftf'i i r #  ft?r ^  
^  ^  i i t ^ T  ^  < tftr #  ?fr
1 *  f> ft I A u f  ? |t it

#  ?nnft!f ^  j  •

A ftr  VT

i p r  ?r*nr % ftnrr | «rtr wiro 
W T  %’ TI t F ^ N t r  IftWT I A ^rvnRTT

f f t r w ^ i T t n * r # w » n ^ ^ » i f i r ^

v t f  *n n T  ^  I

Mr. ChaImM: I do not follow what: 
the bon. Member has aid. Could the 
boD. Monbtr sajr it In Xn^iah?

8M  Ba—afc The boo. Member dur> 
iBt tbc eouiaa of bis ■paacb uaad tba-
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[Shri Bansal]
word "*tam4isha*" in relation to the
work of the Select Committee. Tama- 
sha means a huge joke (Some hon. 
Members: No. no). He can explain 
what it means. It certainly means 
fun

S h ri V e la y n d h u  (Quilon cum 
Mavelikkara—Reserved—Sch. Castes): 

3oth are Parliamentary.
Shri B an sal: It is for him to ex

plain.
Shri T. N. Î Bcrh: With your per

mission, Madam, may I say this since 
this Ls in relation to what I said? 
T  believe simultaneously I used the 
ivord '̂ spectator'* also when I said
tamasha.

Dr. Laaka Sudanun (Visakhapat- 
mam): Show. Watching the show.

S h ri T . N . SltaA: A spectacle and 
spectator, who sees some spectacle. 
And what is the translation of the
word ‘spectacle’? I want to know, I 
know very little oi Urdu and Hindi. 
1 do not know by what other word it 
<ran be translated.

M r. C au im u m : Now whatever the 
hon. Member might have said I think 
he meant welL

Before I can upon the next spea
ker I should like to inform hon. Mem- 
"bers that copies of the Finance Minis
ter’s speech yesterday while moving 
the motion for reference of the Com
panies Bill to a Joint Committee and 
statement showing the important 
provisions of the Bill in so far as they 
make changes in the existing law, 
which have been received from the 
Ministry of Finance are available at 
the Publications Counter for distri
bution to Members- Hon. Members 
may kindly collect their copies from 
the Counter.

Shri N. C. Oiattcrjee: There ig no 
^toe^limit, but I should * like to re
mind hon. Members of t}ie difficulty 
that arises when they make long 
speeches. There is a tendency to 
make repetitions and, as hon. Mem

bers know, repetitions are not allowed

by our rules and regulations. So I 
request them to confine their obser
vations to the main Doints. And also 
at this stage I should like to remind 
the House that we are discussing only 
the general principles of the Bill and 
so we do not need to Ro into the 
details.

Shri C. D. Pande: Madam, on a
point of order. When the motion for 
the consideration of this Bill was 
moved, the Deputy-Speaker was pleas
ed to say that those who are on the 
Select Committee will not be allowed 
to speak, so much so that he said in 
case they rise he will have to look 
into the list and see whether they were 
there or not. He was emphatic that 
no Member on the Select Committee 
would be allowed. And there are 
many Members anxious to speak.

M r. Chairmaa: I was also in the 
House; he was correct, but I think, 
there should be some exception.

S h ri N . C. Chattefjee: Madam. I 
will remember your admonition that 
I should not make repetitions, and I 
can assure you and the House.........

D r. fiaaka Svadanm: That is not 
meant for you.

S h ri N. C. C h a tte r je e  :..that I 
will be confining my observations to < 
very pertinent and relevant matters 
at this stage. My hon. friend, Shri 
Vallatharas, yesterday made an appeal 
to me. He wanted my candid opin
ion as to what I think of this com
prehensive Companies Bill of 612 
clauses: and 12 schedules. Frankly 
speaking, the more 1 have been engag
ed in Law, the more I am getting 
tired of comprehensive legislations and 
copious codifications. I read in my 
young days, the observation of Mac
aulay in his essay on Milton that, 
*as civilisation progresses poetry decli
nes’ I should say, ‘as democracy pro
gress, legislation also declines’ . Really 
the quality of draftsmanship has 
gone down, and it is veiry dUfiioult 
in a comprehensive  ̂ Bill to find out 
the mind and will of the Legislature.
It is almost elusive in a Bill of 612
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clauses. But, it is not the fault of 
the Finance Minister nor of the dra
ftsman who have tried to do a con
scientious piece of work in view of 
the problems which were set before 
them. It is really the first attempt to 
codify and consolidate the whole of 
the law, after the great attempt by 
Shri N. N. Sircar who made the first 
frontal attack on the drawbacks and 
defects of the managing agency sys
tem. It is good to remember the pre
gnant saying of Mr. Savigney, the 
great jurist of Germany: “ It is hope
less to expect to moralise men and 
improve institutions by legislation and 
codification” . That was the great 
hope of idealists like Bentham. But 
in England, they have been disappoin
ted, and you know, that even after the 
recent codification of company law in 
England, on the basis of which we 
are drafting our company law to a 
large extent, they are thinking of 
amending that law; they have already 
.started to appoint committees for the 
purpose of having c(unprehensive 
amendments made.

Now, there are certain points which 
I want to make. I admit that these 
612f clauses will practically mean a 
lawyer’s paradise, especially in some 
of the High Courts.

Ab Hob. Member: In the Supreme 
Court.

Shri N. C. Chalterjee: May be, in
the Supreme Court too. You should 
not grudge it because the great pro
fession of law has been very hard hit 
after the abolition of the zamindari 
system, and also in view of the im
pending crisis which is facin;; that 
great profession by Dr. Katju*s Cri
minal Procedure Code. Anyhow, 
what I would appeal to the High 
Courts is this, that they must set 
their own houses in order. I have 
been associated practically all my 
life with the great High Court« which 
has been the biggest Company 
Law Court, namely, the Calcutta 
High Court, which started its work 
under a very able and distinguished 
Judge who was looked upon as an 
authority on Company Law in India. 
Mr. Justic# Buckland. I think the

Finance Minister and other friends 
will remember that Jie was the author 
of the first great commentaries on 
company laws, which were accepted 
as authoritative.

Shri Tek Chaad (Ambala-Simla): 
And, still great commentaries

Shri N. C. Oiatterjee: Yes. He al> 
ways wanted precise and concise for
mulation of law. Unfortunately, we 
cannot make that and I cannot say 
that you are going to Have* a very 
precise formulation of the company 
law in this Bill But, that is the best 
we have got to do in the present cir
cumstances.

Now, I remember as a student of 
history, that the great historian Gib
bons went one day to the House of 
Commons, when Pitt was going to in
itiate the foreign affairs debate. He 
was sitting in the visitors’ gallery. 
Pitt stood up and said: “Ransack the 
pages of history; go through every 
page of the luminous pages of Gib- 
Jbons; you will never find any such 
wonderful incident enacted in history^ 
Gibbons was very happy that the great 
Pitt had said: “Go through the lum
inous pages of Gibbons’’, but then it 
transpired that Pitt had said: “Go 
through the voluminous pages of Gib
bons” . He was very disappointed to 
find that the great statesman had re
ferred to him like that. I think Mr. 
Deshmukh will go down in history as 
the author of the most voluminous 
code ever enacted by the Parliament, 
and I can only assure him......

The Minister of Fiance (Shri C. D, 
DeshmnhCi): It may be both.

Shri N. a  Cbattnjee:...... that we
^all try to make it both luminous 
and voluminous. We should not look 
at it in party spirit at alL There Is 
no question of party or politics. There 
is no question that anyone of us in 
the Select Committee or outside is 
gohig to approach this measure in a 
partisan spirit, or going to champion 
any vested interest. I am fully aware
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[Shri N. C. Chattcrjeel
of the great defects and great short
comings of the managing agency sys
tem. There are sharks among manag
ing agents. When I was a very young 
barrister, I was engaged by a British 
firm—I cannot name it— t̂o appear In

- a big colliery case in the court of 
Dhanbad. Dhanbad is a big colliery 
area. Mr. Langford James, a great 
English barrister, was leading me. 
I asked him: “Why is it that the judge 
is against us and has formed a sort 
of prejudice against us?”. He replied: 
“Chatterjee, don't you realise that we 
are fighting for managing agents?**

'Then he added: **My experience I
ought to tell you; some 6f them are 
sharks and these sharks have brought 
disrepute on the whole managing

- agency system.” My hon. friend 
is quite right— M̂r. T. N. Singh— 
that there are some sharks, and 
those sharks have brought disgrace 
and disrepute on this system.

Madam, \ think it is imfair to say 
that this Company Law Committee 
was at all actuated by any motive 
of shielding any fraudulent or dis
honest managing agents. It will be 
thoroughly imjust to say that. I say 
with the fullest sense of responsibility 
that to levy any indictment on the

• Committee and to say that they were 
actuated by the interests of big 
capital of the managing agents, is not 
correct. As a matter of fact, any
body who knows anything about 
the work of the Committee, would 
candidly confess that that Committee 
was to a large extent dominated by the 
personality ability and experience of 
Mr. J. J. Kapadia. I think it was 
Mr. J. J. Kapadia who was the 
indefatigable fighter against manag
ing agents. He had a wonderful 
stock of knowledge and wonderful 
wealth of experience which he 
marshalled before the Committee in 
order to expose the vagaries, mis
deeds, malpractices and the dubious 
methods of managing agents. And 
I have been assured by Mr. S. M. 
Basu, who is one of the leading 
solicitors of High Court and other

lawyers who were on the Committee, 
that none could match the skill, 
ability and acummulated wisdom and 
experience of Mr. Kapadia. It is a 
matter of regret that we can no 
longer avail of the services of Mr. 
Kapadia; he is dead and gone. But 
we ought to pay a tribute, and I hope 
Mr. Deshmukh will agree with me 
that they have attempted a con
scientious discharge of duties and 
they have not been carried away by 
any consideration of placating the 
dishonest elements in the industrial 
sector of India.

In their finding, they have rightly 
pointed out that the managing agency 
system has been an organic evolu
tion in the industrial life. It is 
quite true that to a large extent the 
East India Company’s precedent was 
followed and therefore the manag
ing agency system grew up in this 
country. It is not there in England 
or in other countries. You should 
remember certain basic facts before 
you condemn a system out and out 
and say, lock, stock and barre;) it 
should go.

The rex>ort of the Committee is:
“Having regard to all the cir

cumstances, we consider that in 
the present economic structure of 
the country, it would be of ad
vantage to continue to rely on the 
managing agency system.”

But, they are careful to add that 
there are malpractices which must be 
stopped. I am reading cne other 

portion.
“Shorn of the abuses and malprac
tices which have disfigured its 
working in the recent past, the 
system may yet prove to be a 
potent instrument for tapjiing the 
springs of private enterprise.**

This Parliament today has got to 
make up its mind: will you stop the pri
vate sector and will you nationalise all 
industries? Will you stop the formation 
of private capital or will you allow the 
private sector to play its part*> How
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<?an you in the operation of a plan lor 
naUonai develoimaent, having regard to 
the objective of mixed economy, not 
. allow the private enterprise to play its 
part, subject of course, to cortain safe
guards, comrol and* regulation? 1 main
tain that the decision of this Bhabha 
Committee merits our careful and 
-sympathetic consideration.

• Now, what are the factors which we 
ought to remember? There are factors 
which make it impossible today for this 
Parliament to pass a capital sentence 
and say, no managing agents fiom to
morrow. You cannot do that Because, 
in this country, there is no organised 

•capital market, there is really no inves
tors* market. In the absence of these 
organisations, it would be impossible to 
have any company flotation unless you 
allow the managing agency to come in. 
The Committee has pointed out facts 
rightly. Could there be any flotatioii of 
a jute thill in Calcutta or in Bengal? 
Could there be any flotation of any 
textile mills in Bombay or Ahmedabad 
unless you had managing agents? They 
undertook preliminary investigation; 
they undertook preliminary enquiries 
into the schemes before promotion 
which sometimes means e^wdally tn 
the case of mineral companies and other 
concerns lakhs and lakhs of rupees. 
Iron and steel, hydro-electric, and che
mical industries were all set up after 
years and years of preliminary inves
tigation. On many occasions, after 
investigation intp the schemes, they 
had to be given up in which case the 
managing agents had to bear the 
burden of all preliminary expenses. 
Also, the managing agency system 
enables a substantial proportion of the 
issue to be taken up by the managing 
agents. The fact is that the ordinary 
middle class investor comes on the 
scene very late. The initial capital 
is furnished by the managing agents. 
Managing agency needs a certain 
amount of enterprise and a certain 
amount of sacrifice. Therefbre, 
I think that it will not be right 
for this Parliament to say that, as some 
of them have misbehaved, therefore 
completely liquidate all managing age- 
•nts.

At the same time, we must plug the 
holes. We must see that fraudulent and 
dishonest practices are removed as 
early as possible. But, take care, I
appeal to the House, to each and every 
Member, in the process of phigging, do 
not overdo it and kiU aU initiative. 
Keep some scope for initiative. I 
wish to make certain suggestions and 
raise some points which demand im
mediate elarificatioii, because I know, 
and I say with a certain pmount of 
responsibility, that portions of this Bill 
have created a certain amount of mis
giving in the industrial sphere in t l^  
country, and unless you give certain 
clarifications and assurances, it will be 
almost impossible for you to have 
company formation on a satisfactory 
footing.

You know that our Five Years Plan 
and our Planning Commissioners have 

that the managing agency system 
. should be subjected to certain safe

guards.
Skri T. N. On a point of

order, when a Bill is referred to a 
Select Committee, this House makes a 
nimiber of suggestions and ideas for the 
consideration of the S^eet Committee. 
In the course of this debate, various 
suggestions have been made for the 
managing agency system and against it.
I tKink tliat it is entirely improper and 
ultra vires for a Member of the Select 
Conunittee to express here in this 
House, before the matter is referred 
to the Select Committee, his considered 
opinion about the suggestions made in 
this House. On the very things that 
the Select Committee will have to con
sider and in which they should* 
keep an open mind, a Member 
of the Select Committee is trying no 
commit himself beforehand. I say that 
this is against the soirit of the entire 
procedure laid down in this House.
10 A.M.

Shri N* C Chatterjee : With great 
respect to my hon. friend, I Maintain 
that there is nothing in this point of 
order. I am simply pointing out that 
the Committee has not been fairly cri
ticised, that the Committee has been 
unfairly attacked. I am pointing out
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certain cogent grounds whicdi have 
been advanced by the Committee which 
deserve the attention of the House and 
which deserve the attention cf the 
Select Committee. There is no question 
of final adjudication on any point.

SOiri T. N. Sinirh: I do not think
the hon. Member has caught the point, 
i  have great respect for his legal tal
ents. I think the point is this. Biae is an 
issue raised by the House: whether the 
managing agency system should conti
nue or not. Already, a Member, who 
is also a Member of the Select Com
mittee. says that the managing agency 
system should continue.

Mr. Chairman: Order, order. it 
is only a si:ggestion. It is for the Mem
bers of the Committee to accept or not 
to accept it.

Shri T. N. Singh: Before you give 
your final ruling, I humbly submit 
that this is an important question«and 
if other Members of the House who 
know law, would kindly throw some 
light on this point, it wiU be of guidance 
for the future. That is very important.

Shri Altekar (North Satara): I 
would like to say this. Many times, in 
the coui^ of the arguments, in courts, 
judges say, our tentative view is such 
and such, has the learned coimsel any
thing to say as regards that? When
ever such expressions are made, it does 
not mean necessarily that they are their 
final opinions.

Shri T. N. Singh: He has not said
tentative.

fiSiri C. D. Deshmukh: It is my 
impression that at the basis of this con
vention that the members of the Select 
Committee should not sneak is this 
fact that they may have other oppor
tunities of expressing their views. I do 
not believe that it means that they have 
no views to give. In other words, an 
open mind is not a blank mind. How
ever, as you have allowed the hon. 
Member to express his views, he must 
express some views. He cannot merely 
say, I shall not speak on the points 
which have been made by the other 
speakers. Also. I am a member of the 
Select Committee. I shall have, in due

course, to reply to some of the points 
which have been raised in the debate. 
Would it then mean that I have already 
made up my mind? The purpose of th» 
Select Committee is to hear the other 
Members, try to reconcile differences in 
views, and try to arrive at the grea
test common measure of agreement

Shri Barman (North Bengal Re
served—Sch. Castes): My respectful
submission is that in the Select ConJ- 
mittee there are 33 Members of this
House. Even if a member of the
Select Committee expresses his
opinion here, that is not the final 
opinion. The other Members may 
have a chance to controvert it here 
and now. This is helpful.

Shri N. C. Chatterjee: I am simply 
pointing out that there is a good
deal of cogent argument in support 
of the considered opinion which has 
been given by the Company Law 
Committee. I am submitting res
pectfully to the House that every 
Member should treat that Report 
with respect and it will not be right 
in the present structure and in the 
present stage of industrial develop
ment, to say that the managing agency 
should be completely banned by com
pany legislation. Of course, every
thing is subject to further investiga
tion and further evidence to be ad
duced before the Select Committee, 
but I am at one with the previous 
speakers that the main defects of the 
managing agency system in India 
should be eradicated as thoroughly as 
possible.

One defect which has not been ref
erred to is this. So far as the British 
managing agency firms in India are 
concerned, they always take into 
partnership experienced people from 
outside. Unfortunately, the Indian 
managing agency is usually confined 
to one family and becomes almost a 
hereditary thing, and this results in 
some cases in inefficient or corrupt 
management. Clause (2) of Part II 
of Schedule VII says that the manage- 
ing agent cannot appoint a relative ar 
an officer or employee without the-
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sanction of the directors. I think that 
is some improvement, but there should 
be other improvements made so that 
it may not be possible to develop a 
family coterie ruling a particular con
cern for ever.

The concentration of management, 
where several mills are concerned, in 
the hands of a few agency firms has 
put a strain on the financial resources 
of some agencies. The Planning 
Commission, as I was reminding this 
House, has pointed out that having 
regard to the mixed economy India 
today envisages, industrial develop
ment has to be based on the exia- 
tence side by side of both the public 
sector and the. private sector. There
fore, the private sector has an essen
tial role to play in the expansion of 
industries as part of the scheme of 
our national planning. But this Par
liament should give a warning to in
dustry today in clear terms that indus
try has got to accept the objectives of 
the nation’s social policy and iCs eco
nomic policy. Industry must accept 
its obligations towards the worker 
and the investor and the consumer. 
We demand a reorientation of the 
outlook On the part of industrialists 
and the entrepreneurs, and whether 
the managing agency system is con
tinued or not, that reorientation we 
must secure by suitable legislation and 
by suitable modification of the law.

The Planning Commission has also 
recommended that the inflow of fore
ign capital should be encouraged. 
There are certain safeguards which 
ought to be introduced in this con
nection. I do not find sufficient safe
guards in this Bill on that point. 
Even if the managing agency system 
is continued, we should see that as far 
as possible foreign capital is not 
brought into play unless and until it 
is needed in essential national indus
tries.

Now, there are six points which I 
want to raise, and these have caused 
grave misgivings. I am not concern
ed now with the apprehensions of 
managing agents or big bosses of cai^- 
tal. I am thinking of the ordinary

124 PJ5.D.

sliardiolders. I am thinking ofsmaft 
investors.

The first thing is, we are giving cer
tain rights to preference shareholdess 
under this Companies Bill and th o  
are being given voting ri^ts in ces- 
taiu contingencies. That has led M  
some misgivings. I want the hovu 
Finance Minister to listen to me, aiWI 
I think that there is some misundcfr 
standing on this point. The white 
scheme of this legislation is that 
there will be equity capital and pre
ference share capital. All capital which 
is not held by preference shareholder^ 
will be treated as equity capital. We 
know equity capital shduld be given 
voting rights and they are being given 
voting rights, but we are making a 
departure from our present law an4 
we are conferring certain rights on 
preference shareholders. Is it right thiit 
they ^ould be given these voting 
rights in those contingencies? So far 
as I remember, under sub-clause 2(a> 
of clause 80. it has been stated tha  ̂
the holder of any preference share 
capital shall not have a right to vote 
on any resolution placed  ̂ before the 
company, which does not directly 
affect the rights attached to his pre
ference shares. That is all righ:|. 
That is the law in oth^ countries tOQ. 
The preference shareholder will be 
entitled to vote when the rights atta
ched to his shares would be directly 
affected. Now, in the Explanation te 
sub-clause 2(a) it is stated that when 
a resolution for the winding up of the 
company or for the reduction of 
share capital is brought, he shall hane 
the right to vote. I think there Is 
some justification for this recommelft- 
daetion. In England, ordinarily pre
ference shareholders are not given fuB 
voting rights. They have only quali
fied voting rights. Otherwise, they 
will control the proceedings of a com
pany in a manner opposed to the ii^ 
terests of the ordinary shareholders 
and they may restrict the develop 
ment of the business of the company. 
Palmer, in his celebrated book 
Company Precedents, has pointed out 
correctly tiiat the interests of the tw<̂  
classes of ihardioldera—pref^ren^f
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shareholders «tiH ordinary sharehold
ers— âre goierally in conflict. The 
interest of the preference shareholders 
Is to preserve the business of the com
pany sufficiently to produce the prefe- 
fince dividend. The interest of the 
wdinary shareholders is to increase 
tbe dividend and for that purpose they 
■lay be prepared to take certain risks. 
Mow, the business world, not merely 
the men who run the business but also 
the ordinary shareholders, the invest
ors who have invested money in the 
ordinary shares, are perturbed by this 
rroommendation. The clause in the 
Bill gives the preference shareholders 
tbe r i^ t to vote in some cases when 
dividends remain unpaid for some 
pviod. The cumulative pret o enca 
sharehDlders are given the right to 
vote when dividends remain impaid 
for one year. The non-cumulative pre
ference shareholders are given the 
right to vote when their dividends re
main unpaid for a period of two con
secutive years. Voting rights imder 
this statute of ours as drafted, when 
they becom^ operative, will be in the 
same proportion as the capital paid 
on preference shares bears to the 
paid-up equity capital. This may have 
serious effect on business, both fr<xn 
tlie point of view of those who run it, 
and also from the point of view of 
the ordinary shareholder. I want a 
<danflcation at this stage from the hon. 
Finance Minister if possible. Is it 
intended that the preference share
holders will have a general right to 
vate on every resolution which is plac- 
adbefore thecompanjr? Is Hiattlie ix  ̂
tmtion, or will the voting right be 
confined to the particular issue which 
directly affects the fate of the prefer
ence shareholders.

Take the instance of a case where 
tliere is a question of amalgamation 
which may affect the preference share  ̂
holders. Is it the intention of the Gov- 
eiTunent introducing the Bill at this 
st^e that when the question of amal
gamation is before tt^ shareholders, 

preference shareholders should be 
allowed to vote on that issue and that

issue only? If that is so, the ordinary 
shar^olders wili not be perturbed 
and the ordinary middle-class invest
ors will not be in difficulty.

The second point that is somewhat 
disturbing to the busing  world is 
this. We have got in this Bill certain 
suggestions made for the constitution 
of the Board of Directors. What we 
are doing is this. First of all, we are 
giving one-third of the directorate to 
the nominees of the managing agents, 
land two-thirds we are keeping for 
being elected by a special resolution, 
and we are prescribing very wide 
categories of prohibited persons who 
cannot be elected as representatives 
of the shareholders unless a special 
resolution is passed. That means a 
two-thirds majority has got to be se
cured. There is a feeling that there 
will be a complete deadlock in the ad
ministration of many companies. In 
effect, means that 26 per cent of the 
shareholding will have a veto on the 
74 per cent, of shareholdiag in a com
pany. Has the hon. Finance Minister 
thought over the problem and can he 
give any assurance to the business 
world which will satisfy their misgiv
ings? Otherwise, there will be a 
deadlock practically in every election 
and that will mean that the ordinary 
rule of majority will not work. I am 
not in favoxir of complete democratisa- 
tion in the running of business con
cerns, but still I think it is but fair 
that there should be given some kind 
of assurance, some kind of clarifica
tion, Especially 75 per cent, seems to 
be too much. That is a question of 
detail, but something should be done 
to allay their misgivings.

The third point that I want to raise 
—and that is very very important— îs 
that under clause 231 of this Bill, 
there is a very wide power being con
ferred on the Central Government 
Clause 231 reads:

Appointment and potoert of
inspectors to investigate ovnifr-
ship of company:— (1) Where it
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appears to the Central Govem- 
ment that there is good reason so 
to do, it may appoint one or more 
•inspectors to hivestigate and 
report on the member^p of any 
company and other matters re
lating to the company, for the 
purpose of determining the true 
persons—

(a) who are or have been 
financially interested in the sue- 
csess or failure whether real or 
apparent, of the company,...*’

*Tbis is, if I may say so, is a very 
otraordinary power. I know I shall 
be told that in England, some such 
power has been given by section 172 
d  the latest English Act. But I find 
that under the English Act, there are 
suitable safeguards provided, and an 
•application for investigation as to the 
ôwnership of a company can only be 

made by the Board of Trade, when two 
hundred members apply or members 
bolding one-tenth of the share capital 
apply. No such safeguard is provided 
iiere. I shall make one more submis
sion, in this connection, for at a later 
stage, it becomes very important. I 
Oiink Parliament should ask the hon. 
Tinance Minister to seriously think 
•over that problem.

The fourth point is the restriction 
on the borrowing powers of directors. 
Under clause 272, the borrowing power 
of a director is limited to the quantum 

share capital plus free reserve. Is 
ttis at all fair? If in a company, the 
Board of Directors want to go the 
market and borrow on the assets of 
Hie company, and if the creditor who 
wants to finance them is satisfied as to 
^  prospects of the company and 
vants to pay money beyond the share 
capital plus the free reserves, why 
should the power of the directors be 
taken away in this manner? As a 
matter of fact, it is sometimes desir
able that this restriction should not be 
Ihere. Otherwise finance will be 
paralysed, and it will not be alwajrs 
4esirable to place all the details 
mt a financial deal before an onUnary 
alHureholders* meeting.

My next point is loans by the eamr 
pany to the directors, managing agents, 
and so on. In every such case, 
previous approval of the Central 
Government has got to be taken. l ean 
understand ttvi« in the case of mana  ̂
ing agents, but large categories are 
enumerated. There is an apprefaeo- 
sion that big cmnbines of industrial 
enterprise will be rendered infructu- 
ous, unless they can get the patronage 
of the Minister concerned.

My last point is this. While the 
hon. Finance Minister has taken the 
Report of the Company Law Com
mittee as his basis, he has jettisoned 
the mo  ̂ important and basic part of 
it, and I cannot understand why? He 
has taken the recommendations under 
which the Central Government are 
given very wide powers, such as 
appointing inspectors, for investiga
ting not merely fraud or malpractice* 
but even as to the ownership of a 
company. The ownership of a company 
is determined by the shareholders* 
register, because prima facie, imte 
the law, that is the authority. But 
anyhow, you are taking all these 
powers. I tried to make out a list nf 
these powers. For instance, imder 
clause 8, the Central Government are 
getting power to determine what res
triction should be placed on the juris
diction of District Courts. They have 
got other powers of a very wide and 
inquisitorial character. I am not ffdng 
to take you through the whole list; 
that list is quite heavy.

Now, it may be that Parliament in 
its wisdom, may think that the Com
mittee was right in conferring on the 
Central Govemmoit such inquisi
torial powers, especially in the context 
of things which are happening in the 
international worid, and in view of the 
desirability of control and regulatioa 
But this Committee had made one 
recommendation, which is very perti
nent. They have pointed out that 
they are conferring on all these octra- 
ordinary powers, inquisitorial powers, 
and very wide powers on the Central
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Government, but the Central Govern
ment have not got the machinery, the 
essential Economic Service to imple
ment and administer this company 
law. Therefore, they have devoted a 
whole chapter to this in their Report. 
I shall request, in all humility, every 
hon. Member of this House, to read 
chapter XVII entitled ‘A Scheme fora 
Central Authority’. They have gone in
to the matter very carefully, and they 
have pointed out that it is widely re
cognised that the need for an organi
sation for contineously watching the 
activities of joint stock companies 
arises for diverse reasons. They say 
that the English precedent is there in 
the Board of Trade. In the. United 
States of America, there is a central 
authority constituted under the Secu
rities' Exchange Act of 1934, and I 
think it was in President Roosevelt’s 
time that it was brought into opera
tion. All the regulatory powers confer
red by the Congress on the American 
executive were exercised through that 
Central Authority, namely the Securi
ties and Exchange Commission. The 
scope of duties and the powers of the 
Commission were prescribed by the 
Congress, and they were extend
ed in many directions, and that 
functionary or the central autho
rity was responsible for exercis
ing these inquisitorial, extraordi
nary, wide and comprehensive powers 
given to the executive by the American 
Congress. The Company Law Com
mittee in India have also recommend
ed that we must have such an organi
sation. Otherwise, it will be absolute
ly useless; you may pass any legisla
tion you like, and you may accept 
Shri T. N. Singh’s recommendation or 
the Bhabha Committee’s recommenda
tion, but your legislation will be 
thoroughly infructuous, and you will 
simply open the door for ministerial 
patronage, for nepotism, and may be 
in some cases, for unfortunate jobbery. 
Some companies will know how to 
manage things and get the permission 
•f the Central Government, but others 
may not get it. Therefore, they say 
that there should be a proper central 
authority, which would be almost a

quasi-judicial administrative tribunal. 
They have recommended this, after,, 
taking the evidence of competent per
sons. They have stated in their 
Report that:

“A great majority of wit
nesses, who appeared before us,, 
favoured a statutory authority
created under the India-n Com
panies Act, in preference to a 
purely departmental organisa
tion.”

They said that there should be a 
Central department dealing with 
joint stock companies, and if neces
sary, with related institutions like 
banks, insurance companies, stock 
exchanges etc., analogous to corres
ponding organisations under the 
Board of Trade, with local Registrars 
working in the regions entrusted to 
them. They have also stated that 
unless you do it, you will never be 
able to implement your legislation. 
They have pointed out that the work
ing of the company law must be 
made the responsibility of a quasi
independent authority, which will 
examine the technical problems in
volved, in a detached manner, and 
which will be guided solely by the 
general directions given to it under 
the Act, or by the decision of the 
Government of India as a whole. They 
conclude by saying:

“It is only in this way it can 
maintain its independent charac
ter, avoid suspicion of basis or 
partisanship in the discharge of 
its functions.”

They have suggested the appoint
ment of a Corporate Investment and 
Administration Commission. The func
tions of the Commission have been 
recommended on page 195 of the Re
port. I think there is a"* reference to 
this recommendation in the State
ment of Objects and Reasons or the 
explanatory note. All that the hon. 
Minister says there is that he has 
made deviations of a very minor na
ture, except in one case, where he 
has made an important deviation
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from the recommendations of the 
Company Law Committee. And what 
is that? He has not accepted the re
commendation of this Committee as 
to  the constitution of a central authori
ty for the purpose of administering 
this Act, and enforcing its very wide 
and comprehensive powers.

I ask the Finance Minister in all 
humility to revise his decision. Parlia- 
jnent should say as quickly as possi
ble, if necessary at this stage, that it 
will not be desirable in the interest 
of Parliament, in the interest of the 
Finance Ministry, in the interest of 
the executive to arm them with a 
wide, unfettered, arbitrary power of 
this character which is likely to be 
abused. Perfectly correctly the Bha- 
bha Committee says so. Otherwise, it 
will be continually open to charges 
o f bias, nepotism and jobbery. It will 
be only proper that there should be 
a proper central authority constituted.

What is needed today is the consti
tution of a properly organised Central 
Economic Service for looking after 
these matters. We cannot mcdce the 
JCS fit in everywhere. You know 
ivhat has happened to our Damodar 
Valley and other projects. We have 
tried estimable members of the Indian 
Civil Service. They are good up to a 
point. But you cannot have the ICS in 
every sphere of life and say that they 
will function everywhere and they 
will be successful. You must train up 
a proper economic administrative ser
vice which will have the requisite 
skill, knowledge, experience and data 
ior the purpose of working this com
pany law and for the purpose of mak
ing your directions effective. Other
wise, it will all be on paper. We may 
congratulate ourselves on passing this 
voluminous Bill of 612 clauses or sec
tions, and you can add to that, if you 
like; but it will not be effective. If 
we want reaUy to do some good to 
the nation and stop malpractices, at 
the same time, and to see that hon- • 
est business enterprise is not in any 
way impeded, capital formation is de
veloped and the private sector is sti
mulated on proper lines, then you 
must have a proper agency to work

it out. That is the change which 
have recommended and that is the 
change which should be accepted. It 
is no good saying ‘I have written to 
the different States’,—that is what the 
Minister has said—‘the States have 
not yet replied but are thinking ovier 
it’. Boldly assume powers. Parliament 
should ask the executive that it shoiild 
not in any way jettison this part of 
the report; otherwise, the administra
tion of this law, whatever uHimate- 
shape it takes, will be paralysed and 
be made ineffective.
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t  ?T R: f3R% 'Tra I  B

I  ?rr3ft 3Rm# 
t  f3pr^

<53^ I  ^  11 ?r*w
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[s it ifTo

^  5ft
*1^ afRT 'm^dl ^

5j>r t  #<T3:  ̂^irt ^  
T r̂ I  I T̂̂ TPTJif
^ *n< FTfk ^

^  <T, ?R #
3 tm  fti Ĵ̂  ^  t  ?

'Wld
^stf^  ^  ?rrT f%

?,n % ?n«r ?r§iT>r ^ « t  ^  
Vl*l ?TRr 5  ? *1?  ̂^  W li T̂*T
W 15̂  ^  ÎT ^  »n»T «TT ?fH 
^  5rt»T ^Tcpft ^  W lc *T. 5T5

w  ftqr ^ ijIt f'lsT
wri ^  ^  fs ft qT5ff %

^  <̂TT ^  «rra sjfe ^It 
'fT ^ jn ' 'STRTi *rr 

=̂Tn>r r̂ar «it sfir
*̂fT ̂ "WT ^  «rrar *jt iftx '̂jl’̂ r;

*15 S^f 5 ftp ^  e$tlt iftT'
^  ^ ?r>T f  qr 5fr %
^  I  ?rr3r gsr+t ^  | ?(k
^  fr.ffl- ^ WTT
5̂  ̂ n̂?TT I t̂ ilf # «̂TT

5T̂  5^#
“̂ 7  ? rk  T̂q-̂ ft̂ sr ^  ir̂  |
gp .̂- ^  %■ 5friff ^  ^
<̂ i ^ I ?rrT P̂TT fliixi'M* ^

^  ̂  ?fh: ^t̂ l’ ^ rft
b̂PrfHiff ̂  ^T 1̂51̂  ^  1 ^  I,

^  r«lit«IW qt Ir
^  »rt I  ?rk jt?  iT̂  

t  f̂ RTT̂  I  1̂ 1 ^  #  ft  fJlKl 
^  ^  *̂iM ^  ^̂ tf̂ rnr ^ 

^  I  ?ftc ^q-R
^  «Ji^^crr | 1

5fl»ff % ^  ^ #  <mfrc
t, sp?:q?f̂ 3r % ift f  ^

% inffew 5  ^TT  ̂ fi*M'fl'4-
'̂t ^  =5T5rniT =^Tf  ̂ ^  JTff =̂ r̂raF 

«flT ?i ?̂«rr 9WR# % Jic
*TT f t  î T̂ 5T'1'̂  ^
f t  ^  M̂mT

^  ^  ^t| ?il€»- fsfr 5 n ^
^  ^  3H ^  >5^ [̂rr,

gftr qr ?rh
gwrr f̂|T »R#^ T̂ «TT t

f̂ nr ^T ^
aftr <Tf ^  '3¥% g m

^  srra ^  ftr̂ n’fi’ | ft
UB n r ^  <̂ r?jft I  ft
r̂i % ?)^T T̂’Sl’ 'H'Hi ^I *1^

I  ?rk ? im  5fr ^  vrr #  jfk-
5̂ TCT ?ftT 'JJTKT fTf^«f®ii
Ĥ ii*i ^1 ^   ̂1^
^  pRIT^ I  ft  ^  ?TF3r t
sTTf sAt, 0<.
'f|*IH <pl’ ^  *fl< ^(Vi ^

^  >̂VT% 5IT ^  ^ T  t  ?rVt
| f t ? r f r ? R ; i > T # ^ # ^  

t  ?ftT cr=P 
^T TW t  f t  sra' 5ft 

w u  ^  ^ ^<rnr
5t?rr «n ?rk wtt ^  ̂

^ sTTrrr «rr ?ftT ^
It % 3IT?. ?r 5ftrf f.T

^  Tft «TT, cR>

^  fsr̂ r̂ r f t  #  y *-? F̂ 1̂t 
?fk % srf̂  3^: r=(s!q'i« ?nft«

. ?JT *?r% I

T ^  ^5T ’(ft ’PTT I  f t  4#f3nr
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T̂PTfrnrlr qr Ir ^  w r  | i

f ,  ^nr ?)fr | ,

«TT 3T̂  ^t^-T 

^  ^  % T̂T 5TI snfte# f  3fr fft») ^ ̂ 5ft 
^  ?nTnr ^.x# f  sr̂

^  f?.?l cR^ ^ ?ll’S
^  ?ftT ?n>s

 ̂ fTT, ^  ^ "fftf
^  = ?rf^ i

3R- =5i^f :3rr  ̂ | ?ft sr*fl̂ ^
p 5  f  ?flT sn  ̂ ^

f^?fl' «T aO*»> %

% 5pr# f̂ <IT '»<<Kdl 
^  ^  fiRT ^  f  ^
^  ^5T ^  t  ^

^  ?7f#5rT f ,  
f  ?fk ^Tfl ^  t

% qjff Tc ^ r  
^  5 ^  ¥hrw 'Sw 9?T

^  '♦•Rfr t  ?r>r # T  f  I

5T*T ftrr^ 5RW 5 ^  'H«î r 
^  ? n ^  f  ’rfk

^  ?ft^ ^  m t  ^  ^

f  ?rk 5ft»ff^ ^  f ?  ŝtm I  ^  
^^n'W +HI  ̂ 5 ' ^

^ Pp ^  *rq  ̂ fewRr^
f%?i ^T̂ K ^  ?ftT 5R>IT ^
^  % ^r»^sr #  ? ?  'K

^rrfi# ?rk ^  5TR# f  ft? ?iR  3ft
^ n  T?: ?rt?;

I#  t  # j f#  f  ?ftT t  IT(sf^
I  ft: Jif ?rmfr 3ft j^pft ftmmr 

I  ^  qx

«j*l'5<i f'f^'Rl^ ^ ^ft: qjr^m

I  ^  ftra 4-' ?m aT  I  ft: m  5)P»

*iiWd ^ ft» P̂T qT 

T̂5TT t  sfk f@5 T i^ n T  5nrnft f

?ft ?nq ^  fti ^  *RR s i^ n  

^  ih  ^XTf ^VX fC 
f  ^  ̂  f )  ?r% I t  =̂ T?m g ft*
«n3T % W R ^  3ft 5IW  %

4T ^  ?ipT!5fl' t  ^*T^_

OT-? f> rr ^

f f  = ^  2ff 5T5Tts®#
'S^K ^  ^

?T^5^ ■̂pTT ft: * T i^

% ??r ?TT̂ r r̂ ^  i

»T#jt % ^  #

^  w  ? fk  u^ft «ft 

^ ^  # ,  Hft?5T 4  îTT?raT
^ ft> 5Tiq ftidnY ^  
tr#T)- f?i?^Tr ^  si-^racT ^ftftw #ft?5»

^  f  ft: W  ftRT rTT̂
% ?fR :r ^ * r  t̂^rr Tfr | 3t>  ?rftnrn:

^  ^  t  f « #

3511^5f t : 3 f t ^ T i f ^ ^ ^ f [ T

5  ^  ^ ^ ft

3 r r r < t . < n i  srfVt

snrt^y  ^  *fiT
^  =Mmi«f) %^1W +*-T'ft3r 

% ?wrf^7T^ M<i • I
rff ^  % ^rf^TT 'S’ l'Ti'l ^ %?1T

=mV  ^ T f^  f̂ RElT ^  ^*W
^Tsrr, Tm ^ ĵftra 11 snq 

^hf ciO'M f̂rftPT, wft>»i ??r Rjh*)
^  f t : ^  ^  f t . #  a f t #  ?r ? irT ^  ^  

^  ^ r f ^ ,  ?n R  ^

4#f3m  lT##t f*RYir ^  ^  ilfif T̂TrlT 

^.flR T^RT •'̂ l̂ n 5 
^  ft;\ T̂TT'̂ r ^ T  ^7T# ^>T
srftra^ 5mr# ^ if^ ' i 

^  ^  f*rrT g^n# f  i ^  wr-
fe fe ’ T 3 f t | ^ ? f t t T ^ ? n :^ ^ f t f^  ftj^T3T
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#  ^  I. w f e t
»TRf f , ^gTPwH % m*T# ^

^  3TR# t  I ?fi i f W

#  *rt 1 1 irn r ^  ^  »r>-

5f^ ^  I  ^  Pp ^  vt
^  I »ftT ftra’ %

M̂W W ^  f 3ft
ftrenr ^  j r r  ^  jit ft? w -  

^  frftiff 'T̂  (pr xtWT %x ^  
^ ftrtj % ft % ^

^  fifllT, ^  ^  Tf̂ T-

t  ^  5 ^  5
?rtT «R ?nftft*r ^

f  I ^  WT itTTT TT,

9x̂  wHssw «n: irf̂ R̂  ^̂tvt
4^RT ^t«ti ^TTT !̂HT t ,  1T5

^  T W  I ,  #f%5T ^

I  f t  mfefCT ^  ^^rral^n 'tk w irr 
frfî ’RRr ^  r̂f̂  *ftr r̂h aft’v 
5  ̂fiFT w 5ft<n̂ t« f  ̂  3jn?n 
^  T̂f̂  I

•̂Ti'wfl % inr  ̂v?5T jnjT i 
^ 3Tt ffKrr<f«f>~'ir fgjTvt 

Mi«i<} % ̂  »î  5, 4  ̂ n?n9T g fti JT̂ 
5if^r ^  I  »jk ^  ^ra'apT

n  fsrm  f  i

 ̂?ft vn6t
5K #  >ra,t I Vi

§ fir ^  ^  ^  ifK
fir ^  ?fr "̂RSI5PT % .̂ PW 
«T̂  ft ^ ^ ̂  ^
0̂̂  *TT vni ^ I 9V

^  W fT^ff <fi15ft«ff
% *F?T ^

ŝppT *rar ^ f t  i(j^
^BT «n5rr vm  5 ^  %

»<M444

% ?rfn# ^  ?, ^  ̂
t  I ^  ^r-f ^  ^  T t w  

?^%35'R fW 5»r5^rl
% 3?TT ^  f3 i ^  Tw w  I ^  n̂i 

f t  n̂oTifr ^n^r vt
M<̂ IH TT, ^ft*T ^»r5^4 % 3WT îft

%• vnst irfwanv ^
•̂ rilP tftr VPfit
f t  H ?ft ^  v»«»5ft ^  M<w*r ^

1JT T w r^ ^THf ^  ^V8T5T 

<r#f «ftr 5T v»T5ft % 3ft iT?-
T ^  ^  t  ^  % mrw ^ ^

jrTJT % f ^

^  T^ >w t  I

tr  ̂ ^  A TT?^ ^  ^fT t
^55TT ^T??TT f  I 3fr ^  ? t?« #

t  ^  <17# iftfCT <Tf(Ŝ  ^  rlT? ?#•  
»IT?T sitft ^  I ^ *rnraT fr f t  
$ V « 4  s ijw  ^  WTW 5 'A t  vp fit

fsrTVpft ^  % vnr #  I

f̂*n«i ^  ^  ^ ^
11̂  ^ f t  ^  n̂TH% 5 ^  

35T ^  ^TPJ?ft «TT ^  ^  I?T*tT

^ f t  ^  3?T % VP<1 ffl! ’qft 
V T  W fl I ^  <niT ?ft ^

'd*i ^ t I A ^^?rr

5  f t  «̂T  ̂vt fflj «fk  3in?iT
n ftn > R  ^ r f^  I ^ ^ ft i^ T fS P T

spT «Ti*ft Tn r ^  «fVr

5JJT5T *fftr fir̂ r̂r 1 vrr ?^vt
ft^  n 04  ?t ? *TrT ^  f
f t  *n'T 1̂|T ^  ’TTJPff ^  3®TOT
J im  I

^ tep | % T1W r̂ <f>ft >TnTT w nr ^ w w

# ?5nrt ^  Tlftm ^  ^  <fk f « i  
jrf̂ ntnr ^  ^hftnir ^  # ft^
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ifh: win: %
*mww «st ?nj? ?r ^  «lr, ^
% ftw iqnr ^qr ^  wirer

I ?rw #  ^
*?Wff qft ^ f^ 'T  Tff w #  i ,  ’W - 
ftnr t  ^  «tw4 vr iPHfl

I % < n w  #
^  »nm?iT 8 %  ^  T̂TJff ^
Wqr«<T w  % »  Prar ^  i A
‘̂IpTT T̂I|?II j  ftf* Vt*rA % ■̂ Hl'1 

4hÎ *( ^ 'S*iT>'i ittA
W%««l <W v m  I  ^  35T vt 
'i*i^ TTI' ftfflW  W T>!RT

fip siTPi  ̂ w «TRT «rr ^nmrr 
3|t Hm*l m

% flfl*r f^Hvr WJT ̂  #
?TTT lTT»'fr ^
W , « ftft f̂t «J5t V I fW Tift % ^

ft̂ iT ^ iftr 5wit? 5 %  ^
^  'MfW'ft It »TtfT JĴ rPT

I ^  9fl*fli ^

ft^nnr ^  »ft gn ^  *r̂  ; m  Tmrr
I 3ft 3PK % ^nr ^

?r iim ft

«BWraT ^  ^35HT ^  I

3ft ^ fî sTT -̂ l̂ dl  ̂ ^  

t  ^  ^W4d V SA  ^
^  TT «|!1^ 5!̂  ?  I #
«mwT j  ftfr ftrs irrrrf ?̂frr<

ift «r fw  f>T ’f i l ^  #  I fw
% aft ? fe w  i ' ,  fiR T t

\ri\¥S  T ft  art w ?tT t , 53TOT

f7 d v t« H  faRPTT t , IW  %

^ ^  VT frrsFCTPT ÎTMft I  I

4  ^mwjT 5 ft:
fMTH TIPTT IJt*Tr ^  ftf m arfipff

^  W t  ^  ^  ^  ^
f« n T  5^'f T T  ^ I *raq[̂  % % -̂ 

i j z  V t WTT ?*TtT 5Tff T T  *r«# I aft 

VW v f ^ <rt< ^Wfr »!'<< 
3fr vnr v<?ft |, ^  ^  v*«nfr 
% TiffsrT 5 I 5<r mi^K m  ^  
TT fo m   ̂ i aft "jaft ^nrnrr |  

mV ^  ^ ^WT v n r v t A   ̂ (ft«ff

% VtS^ V t VTif ^t’TT I '̂ Inl
% %  V i”TPnff % ^« l̂l*cq ^  

t  I ^ <T>̂ <il  ̂ ftr aft 'T’TRT ^

^  ^  ^   ̂ i At  aft
m X  I’ '3^ ^  ^  WV75T
I  I ^  j  fv  #«Ns %*if<n
w i?T T # ift if t r  ^  W ififkA  It  fn w  
4 bh t H i|t 5t*n, f̂N> ?ft -4 <141

# ^  ftnranr It
firor '̂ i<l*ii 1
Mr. dM li— a: Does the hon. Mem

ber mean that aooe of the M onbm  
in the Select Committee represent the 
labour interests?

SM  A. N. VMyaladdtf: No. I do not
say so; I say that represoitation of 
labour is not adequate.

?ft #  >T5 ^nURIT  ̂ ftr 

5?t ^  W  5? I w rw  T# tft fti aft # JIT

^ fip^ r̂nr, ^  irpr ^  ^
^  finrr ftr '4t
^ m ri ^  I rnft 4  rnirm' 5  ftr

^  TOft % lypf ^
^  f  I

Shii Altefcar : 1 rise to welcome
and support this Bill but with sub
dued enthusiasm. I do not think that 
this Bill is intended to change alto
gether the complexion of the com
panies in this country but it wants
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to set them right under the structure 
in which they are working. £ven the 
members of the Committee cm this 
Bill have not laid any claim of this 
kind. They have said that the econo
mic policy of the country has to be 
framed by the Gk>vemment and that 
they are not in any way intruding up
on that sphere. What they want to 
do is to suggest remedies that will co
ordinate the r^ations or govern those 
whicb are subsisting between the 
three important parts of the company 
that is. the directors, managing agents 
and the investors. That being so, they 
are saying that they are not in any 
way laying their hands on the super
structure of this Companies Bill but 
they are trying to suggest some remed
ies which will eradicate certain evils 
and malpractices that are going 011 in 
the management of these companies.

My hon. friend  ̂ Shri Vallatharas— 
am glad that he is here now— v̂igor
ously attacked the whole company 
system in India. He said that it was 
a bad l^acy from the past rulers and 
that it does not deserve to be continu
ed any longer. He said that the 
managing agency system should be al
together obliterated and it Fhould be 
given absolutely no scope in the 
management oi the industries and 
that the common man should be 
brought in the picture. He would like 
the whole law to be simplified. It 
should in no way be comidicated as 
it is now. It should not be a para
dise for big lawyers or big industri
alists. The ordinary man should 
come in and develop the industries of 
this coimtry. I fail to see how 
an ordinary man can take the 
place, set up aU these indus
tries, and ccmtinue and develop them 
under the circimistances that obtain in 
this country. My hon. friend last 
year, when he was speaking on the 
Budget, said let the government of 
this country be given in his hands and 
in a year he would nationalise tbe 
whole thing. Of course it Is a very 
gallant atten^>t. But I would like to 
say it will lead to nothing but chaos, 
and thereafter the deluge. That

[Shri Altekar] ^
would be the result if he would with
in a year force his scheme of nationa
lisation in all directions.

Shri Vallatfiaras (Puduldcottai): It 
is not in respect of the Government 
generally that I said so. But when 
the hon. Minister for Production stat  ̂
ed in respect of the Machine Tool 
Factory in Bangalore.. ,

mr. Chaimuui: Is the hon Member
rising on a point of order?

Shri Vallatharas: It is a point of 
order and some connected informa* 
tion I have to give by way of per
sonal explanation as I should not be 
misunderstood to have said that I 
want to sit alone on the Treasury 
Benches and achieve everything. 
That is misleading. I said in respect 
of a particular speech by the Minister 
of Production in respect of the 
Machine Tool Factory at bang
alore, to the Minister’s observations I 
replied that I would do it within a 
year. It is not with respect to the 
general administration.

Shii Altekar; i beg to state that 
with all the explanation that he has 
given, what he intends to bring about 
is a nationalisation of the indu:$try in 
a year. It is an impossible thing 
under the circumstances that obtain 
in this country. Of course he may 
have great faith in certain principles, 
but that is not so with respect to 
a large majority of the people in the 
country. The thing is he has got his 
faith in certain principles, and I may 
say with apologies to Tulsidas:

^  ^

4 ^ 1 ^  <RT I

Ab Hen. Member:
meaning of it?

What is the

Shri Altekar: There is only one 
rejK)sitory of faith, one source for 
hope, strength and reliance. That is 
the all merciful Marx, and. if he is not 
here in this world, his ardent admirer, 
my hon. friend Stiri Vallatharas.
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The thing is he wants to have the 
whole thing simplified in the manner 
which he has in his mind. But there 
cannot be any simplification of that 
type. He wants Company Law to be 
simplified. He wants the industrial 
set-up to be simplified. He may want 
mathematics, science, anything to be 
simplified. There will be simpli
fication of all these things, but there 
will be amplification of difficulties and 
troubles following it. That would be 
the result

i beg to point out that tmder the 
circtunstances that obtain in the 
country now, regarding the develop
ment of industries and their running, 
we do not wish that there should be 
any break, any diminution in the pro* 
duction of consumer goods, as also 
other types of production, and that 
the whole thing should go on in an 
orderly and progressive* manner. And 
from the point of view that we have 
adopted, the system that is now 
given effect to is the mixed economy. 
On the one side there is this public 
sector wherein the Government have 
taken up big projects in hand, which 
are solely the concern of the Govern
ment themselves. On the other, they 
have allowed the whole industrialists 
and their concerns to progress in their 
own way, but with the control of 
Govem n^t over thedr ways and 
methods, but of course the Govern
ment will not at this stage take all 
these industries in hand and run them 
themselves because there are dii&cul- 
ties in the way. There are not suffi
cient experts, there is no sufflcioit 
organisation to take that into hand, 
there are no sufficient resources— 
when we are already short of re
sources for the implemenUtion of the 
Five Year Plan, to add something on 
this side of the private sector is 
not possible. So there are these 
various difficulties.

Shrl G. P. Slnha (Palamaueum Ha- 
zaribagh cum Ranchi); On a point of 
information. May I know whether the 
hon. Member wants that there should 
be no check on the present system, 
however corrupt it might be?

Start Altekar: My hon. friend hsm̂  
not caught my point at alL I have al
ready said that the policy of the Gov
ernment is to allow these industries 
to progress with the control of the- 
Government over their method and 
manner of working. That is the essen
tial factor. And the Government will 
render assistance to them only whep 
this control has been sufficiently 
well established, not otherwise. That 
is the essence of the policy enunciat
ed in the year 1948, and that is the 
policy wliich has been followed even, 
now and will be followed hereafter, 
^ e r e  will be a very good and effect
ive control over this private sector^ 
and the private sector will progress 
and go on with industrial develop
ment only imder the control of the 
Government That is the first and the 
cardinal principle of allowing private* 
industry to function in this country. 
There should not be any sort of sus
picion or doubt with respect to the- 
policy of the Government in that 
pect

What I beg to point out is whim 
this private sector is functioning and 
carrying on its industries and various 
other businesses in this country, there 
is a certam type at there
is a certain type of structure and set 
up wliich has grown, not altogether 
from what is being coined from tty&- 
Britisji, but which has also grown 
along with the circumstances that 
were developing in this country. And 
now, when that sector is to functioB 
and these industries are allowed to  
progress, the question is that they 
shall have to go on under the particu
lar pattern without any sort of hind
rance and without any sort of great 
blow to the general set-up under which 
they are funcUoning. If at all. as »  
matter of fact this private sector is 
to function, then the structure cannot 

materially altered, whether one 
likes or not the way it is functioning 
now. But of course it has to be great
ly controlled, it has to be greatly puri
fied, it has to be greatly reformed so 
that it will not in any way act in a 
manner injurious either to the share
holder, ibe public in gweral or the
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[Shri Altekar] 
consumer. That is the important point 
that has to be taken into considera
tion; and that has bem taken into 
consideration while this Bill was 
drawn up according to the Report of 
-the Committee which was specially 
appointed for the purposes of sugges
ting certain remedies. That is the 
thing.

Therefore the situation is that when 
we are to allow these industries, the^ 
companies, to fimction, there is a his
tory behind it  When we say that the 
managing agency system should be 
^altogether eradicated, we have to take 
into consideration how it has come in 
^existence in this country. If we look 
to the history of many of these con
cerns we shall find that they were 
first developed or brought into exis
tence by certain private individual or 
individuals who took great risks, in
-vested capital, carried on the manage- 
jnent secured and organised the mar- 
Jaei and did all sorts of things. But 
when these industries wanted to de
velop in a broader and wider man
ner, they converted themselves into 
public limited companies. When such 
original concerns are being converted 
into public limited companies natural
ly it so happens that those who have 
originated these companies, w h o  have 
managed them so far, and who are 
conducting them have as a matter of 
fact some important voice therein. 
When the shares are allotted, they 
get a large number of shares because 
they have invested a large capital 
There is the goodwill and shares are 
allotted on that score as well. Now, 
when the system is functioning in this 
manner and those concerns whidi 
were carrying on in an effective and 
efficient manner are now converted 
Into these public limited companies, 
naturally, the pattern is of a t3i>e 
wherein these managing agency com« 
panies have got some upper voice. 
There are several companies in this 
country who are functioning from the 
very beginning and who have given 
great status to the industries, nmning 
the business in a very efBeient manner. 
They are carrying on this business

with the managing agency in an h<m- 
est, I may say, in a way of great in
tegrity.

Sri Punnoose (AUeppey): Can you 
quote some instances?

Shri Altekar: I shall come to that 
It so happens that when they ^  car
rying on these industries and running 
them in the most efficient manner, 
there are, during the course of the 
great World War II, come into exis
tence a lot of muslu’oom companies 
which have caused great trouble and 
which, as a matter of fact, are a cause 
of great grievance for the general pub
lic. But, those industries which were 
functioning and carrying on good work 

for the sake of the country will have 
to be aUowed to develop themselves. 
For this matter, the great influence 
which these mianaging agents are exer
cising has got to be controlled; that 
has got to be curbed and that has got 
to be checked in a way so that they 
may not have their own way in the 
management of the company. The 
Directors or the Board of Direc
tors must have the uiH>er voice 
in the set-up or rather the 
structure. It has been suggested 
by the Committee. They have taken 
into consideration all these facts and 
they have stated that the Directors 
under any circumstances must get the 
upper voice; their’s must be the most 
effective voice and the managing 
agents should not in any way have 
their own way. From ihai point of 
view they have made certain sugges
tions and suggested amendments to 
the old Act, and the Bill which is now 
here before lai has been presented 
in that light. Now, we shall see that 
these managing agents cannot have 
more than one-third number of Dir
ectors on the whole. My hon. friend 
Mr. Chatterjee made a grievance of 
that. He said that if they are to have 
only one-third, then the remaining 
two-t/hird would be against them. He 
asked as to how it is likely that it will 
function in a smooth and satisfactory 
manner and ptogten  will be made. 
This is the criticism that has been 
levelled from the niher side, of
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course, there is opposition to that from 
this side saying that even that one- 
third should not be there. The reason 
is that though they would get only 
one-third number yet H they carry 
on the business in an honest and pro
per way, they will get the support of 
the remaining two-third. If they do 
not carry on in the proper way; if 
their method and behaviour is of a 
type which deserves to be not su]^?or- 
ted, then naturally, they will not get 
any support. That is the position. I 
think this principle that has been laid 
down; which has been suggested and  ̂
followed by Grovernment with respect 
to the strength of managing agency 
on the Board is right and is a very 
valuable and good reform.

Then I would like to point out the 
general powers of the management.
The general powers as also the policy 
that has to be framed by the Board 
of Directors are in the hands of the 
Board of Directors and the managing 
agents will not get any great voice 
therein. It has been suggested and that 
has also been incorporated in this Bill 
that the Board of Directors cannot in 
any way assign their powers of gen
eral supervision, powers of framing 
policy and so on, to these managing 
agents, because these powers must re
main in the hands of the Board of 
Directors who are the representatives 
of the shareholders. This is a very 
important point to be taken into con
sideration. When we remember these 
things and when we pay proper atten
tion to them, we shall find that the 
ultimate power, the real power of con
trol is vested in the Board of Directors 
and not in the managing agents. 
Again, some suggestions and amend
ments have been expressed which 
have been incorporated in this Bill  ̂
regarding these Board of Directors. * 
They are very effective and given pro
per consideration, the Board of Direc
tors will single-heartedly do their 
work. That is one of the important sug
gestions which was made and ao* 
cepted. The suggestion is that no firm 
or any company can be on the Board 
of Directors and that they should be 
individuals. This is a very important 
suggestion because the responsibility

can be very clearly located. Now that 
it has been accepted we will find tiiat 
hereaftcnr thejce will not be any firm* 
wluch will be on the Board of Direc
tors. In order that 1^ n w  carry on 
the function and look to the business 
in a very efficient manner, even an 
age-limit has been fixed for a Direc
tX^, which is 65 years. Here, in this 
country, there are some Directors who 
are the Directors of as many as 65̂  
companies or more. There are many 
who are serving on more than 30 com
panies. This is not the position as ob
tains in the United Kingdom or in the* 
United States of America. Usually,, 
there we find that the number of com
panies on which an individual is ser
ving as a Director is not more than 
ten. Therefore, here, whoi the limit 
is to be brought down, it is placed at 
20 and the age-limit has been fixed at 
65. These are points of great contro
versy, and I am sure, in the Select 
Committee there will be a great bat
tle over these two questions. So far as 
the age-limit is concerned, our Bill, 
1 may say, has effected a sort of com
promise between the suggestion of 
the Committee and the opinion expres
sed by the other side whidi said that 
it should not be any limit as of 65 
years! The Bill that is before us here* 
says that, normally no person can ser
ve as a Director if he is of more than 
65 years of age, but if in certain cases 
it is found, and the general body pass
es a resolution saying that this parti
cular limit should be disregarded, or 
that it should not in any way take 
into consideration the number of ad
vanced years of a particular person 
who serves as a Director, but look to 
and take advantage of his unimpaired 
ci^city , thai the concession has 
been given. We know that persons of 
more than 65 years of age are doing 
very great service. They are serving 
to the best of their abilities even now 
in this country. I know of a v«ry hrk 
lliant article written oil iSbm 8ankby» 
system by Dr. Bhandarkar when ht 
was 80 years of age. I know many 
others who are over 70 years of age, 
but have rendered yeoman service to 
the country. Therefore, if in the opi
nion of the general body, it so appears 
that a certain person should be given



6075 Companies Bill 29 APRIL 1954 Companies Bill 6076

[Shri Altdour]
'that particular ccmcessiim, and that 
his service are indispoisable, then 
4hey may do so.

The point is, somehow or other, a 
way has been found by which the 
Board of Directors will have the 
upper hand. There will be on the 
Board of Directors, persons ^ o  wiD 
be very capable, wielding ^reat 
influence and who would not allow 
4hese managing agents to have in any  ̂
way, their own way while they are 
managing the industries. That will be 
the positicm under this BilL I would 
not go into more detailed particulars 
^ th  respect to that, but I will bring 
one fact to the notice of the House, 
that so far as the loans which are to 
he contracted are concerned, these 
loans are to be contracted by the 

. directors. Unless and until they 
sanction it, no loan will ever be con
tracted. Then we find that the powers 
of the managing agents have been 
considerably crippled. The position 
is that they cannot contract any loan 
they cannot call for any remaining 
amount of the shareholders* shares, 
they cannot take more than I2i per 
cesit. by way of remuneration from 

'the company. There were various 
ways .by which they were taking by 
the back-door certain sums of money; 
Ihey have been plugged and closed 
against them. They cannot be there 
on the Board of Directors in a 
strength larger than one-third. I beg 
to submit that the scope for wielding 
their power has also been curbed to 
some extent. It will not be that 
these things will happen and we shall 
be able to see a paradise in a very 
short time, because the system has 
to develop and work. We shall have 
to find ultimately what effect the law 
- ^ t  we a^e making produces. By the 
amending law of 1936, they were given 
20 years period for the purpose of mana
ging agency. Now, that has been reduc
ed to 15 years and an extention—and 
that too O f not more 10 years—can
be granted only during the last 24 
months and not before. When an amend- 
^ment came before the Central

Assembly in 1936, great haste was 
made by several managing agents 
to get their terms extended. Now 
what is provided by this Bill is this. 
Only during the last 24 months, if 
the Board of Directors and also the 
shareholders in a general meeting 
resolve that an extention should be 
given, they will be given an extention; 
not otherwise. These are the various 
methods by which we are trying to give 
complete control in the hands of the 
Board of Directors who are the 
representatives of the shareholders 
and curtailing the powers which, up 
to this time, were enjoyed by the 
managing agents. This problem is 
being tackled. This is an attempt in 
the right direction. Because we have 
to function from the particular posi
tion that we have taken namely that 
ours is a mixed economy. On the one 
side there will be the public sector; 
on the other side there will be the 
private sector. No great blow should 
be given in a way that will cause a 
collapse of the isystem which is 
functioning now. That is an impor
tant point to be taken into consi
deration.

What I am suggesting is this. We 
should understand the spirit in which 
the problem is being tackled. From 
that point of view we should consider 
the whole Question. The various 
amendments have ibeen suggested and 
recommendations have been made 
taking into consideration the whole 
structure with the object that the 
investors’ interests should be safe
guarded, the powers of the managing

* agents should be curbed and minimised 
and that control should be given in 
the hands of the directors. This is the 
main purpose with which the Bill has 
been framed and this is the set-up in 
which all these various amendments 
have been placed before the House by 
way of this BOL It appears to be a 
voluminous one, no doubt. Of course, 
here and there, wherever any change 
had to be made from the point of view 
of the Committee which has been
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accepted and acted upon by the Gc vem- 
ment, on that basis, this Bill has been 
placed before the House.

I now come to investors. Investors 
fall into two categories: one is the 

category of shareholders and the other 
is the category of creditors or depo
sitors. Shareholders are. as a matter 
of fact, so diffuse and the shares are 
also very small. If they could properly 
exercise the power of electing directors, 
their position will be safe in the hands 
of their representatives. So far as the 
creditors are concerned, I beg to submit 
that sufBcient care has not been taken 
and I have to make some suggestiaDi, 
for the consideration of the Select 
Committee. Prom the information 
which I have regarding Bengal and 
Maharashtra, I find that the creditors 
have had a rude deal. As many as 
25 to 30 companies went into liquidation 
and about 20 to 30.000 depositors have 
come to grief. The loss whfch they 
have suffered in Maharashtra comes 
to about Rs. 75 lakhs. During the 
period of the great war. several 
companies were floated and they went 
into production. At that time, what
ever was produced was being freely 
consumed. The managing agencies 
and directors could go on with a 
business in a very lucrative mamier. 
Deposits were coming because there 
were glowing advertisements in the 
newspapers that such and such a com
pany is in a very flourishing condltian, 
that there are such great and illus
trious names on the Board of Direc
tors, that such high rates of interest 
were being paid to the depositors and 
so on. Many who had got small 
savings invested them in these com
panies. Amongst them were widows 
and even school teachers with small 
savings. I know of a case wherein a 
widow who was granted a consolidat 
ed maintenance of Rs. 1,600 in a 
court of law, deposited the whole 
amount in a company and within six 
months, the company went into 
liquidation.

Shil C. D. Deshmiikh: What was 
the rate of interest promised?

Shri Altekar: The rate of interest 
promised was high. I said that it 
was due to *this and various other 
allurements that were made. In tiiis 
way, the ordinary persons were not in 
a position to imderstand their interests. 
That does not mean that we should 
follow the principle of caveat emptar.

Shri 8. V. Bamaswamy (Salem): 
Why did they get allured?

Shri 'Altekar: Because they were ordi. 
nary common persons.

My hon. frioid Shri Vallatharas said 
that he wants a simplified law and 
he wants to bring in the common man 
there. The common man is not in a 
position to understand how these com
panies function, what are their cir
cumstances, conditions, solvency and 
all these things. He does not know 
them. Because he does not know 
he should not be in any way victi
mised. That is my humble submis
sion. There are large numbers of 
persons in this coimtry who are not 
in a position to imderstand these 
things. Therefore, sufficient care should 
be taken by the Government to pro
tect their interests. That is the 
point I am making.

Shri C. D. Deshmokli: AU that I 
wanted to know was any factual in
formation as to the rate of interest. 
If the hon. Member has got informa
tion as to the rate of interest promised 
to these people, he may give.

Shri AUekar: It was more than 7 
per cent. Therefore, when I am going 
to make suggestions, I say that the 
rate of interest should be checked 
and the interest should not be more 
than 2 per cent over the bank rate or 
something like that. That would be 
a suggestion that I would be making 
when I come to that question. Of * 
course, in the. case of certain compa
nies the rate of interest was very high, 
and for the information of this hem. 
House I may say that there were
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certain companies—private compa
nies, of course— t̂hat were started, for 
instance in the dairy business. They 
said: **Give us Rs. 100 and tor the 
whole period hereafter you will get a 
lb. of milk per day. That ultimately 
comes to 90 per cent That is a well- 
knoi^ instant in Poona, and I think 
it is known to all my friends here who 
come^from that area. There ^ould be 
a veiT effective check on these various 
ways of these self-seeking persons. 
There should be hindrances placed in 
their way and proper legislation fram
ed from that point of view. As the 
common people do not understand their 
interests properly because they are 
not business like in their behaviour, 
manner and understanding, it is for the 
Government and the Legislature to 
guard their interests. That is an 
important point I wanted to make, 
because during the time I mentioned 
industries were flourishing and every
thing produced by them was consum
ed. Several depositors were forthcom
ing and if any one wanted back hiB 
deposit it could be repaid out of the 
deposits pouring in from others. But 
what happens in the case of compani
es is that the money deposited with 
them is invested in long-term invest
ment or rather for purposes of machir 
nery, or in some other manner it is 
practically locked up, and what the 
depositors want is that their deposits 
should be available in a liauid form. 
Their money should be accessible to 
them as early as possible when their 
deposits become due. but the companies 
will not be able to do so particularly 
in a time when there is slump as 
we see now. Therefore, all these depo
sitors have come to grief. We should, 
therefore place some ceiling on that.

I would like to bring to the notice 
of this House that before the Company 
Law Committee the Secretary of the 
Government of Bombay, Finance De
partment has himself stated:

**The Government of Bombay 
after examining the financial ppgi- 
tion of some of the companies in

the Deccan, has come to the con
clusion that a provision to check 
such deposits is necessary in the 
Indian Companies Act. It is ac
cordingly recommended that it 
should be provided in the statute 
that the Memorandum and 
articles of Association shall pro
vide a maximimi for deposits, 
such maximum not to exceed a 
limit laid down in the statute 
itself.”

And this particular suggestion has 
also been accepted by the Committee, 
and they have made a recommendation 
that there should be a certain limit to 
the accepting of deposits, and they say 
that it should be equal ro the aggre
gate of the share capital subscribed 
plus the free reserve fund. That is 
what they have suggested and that is 
what has been accepted alsc in clause 
272 (d) of the Bill which is now 
before us. But there is a proviso to 
that also, that the directors will not be 
in a position to contract luans for a 
higher limit but if they are authoris
ed by the general body of shareholders 
to exceed that limit, then they can do 
so. From the point of view of the 
shareholders, this may be a valuable 
thing, but it is certainly not so from 
the point of view cf the creditors and 
depositors. The position is if a certain 
company is in difficulty and wants 
more funds, the shareholders think that 
their money is going away in any case, 
and so if the directors by way of 
some magic, by taking more loan or 
greater credit improve the situation, 
let us give a free hand. So, the
shareholders do not stand to lose any
thing more. The directors, of course, 
will try to seek their own luck and 
they would contract more loans, but 
the poor creditors and depositors will 
suffer. From this point of view I 
would like to suggest that there should 
be a ceiling for the acceptance of these 
deposits. These deposits should not in 
any case exceed fifty per cent, ot the 
aggregate of capital subscribed and 
the free reserves, and if at all they 
want to have more credit, then it
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should be at their own personal risk, 
and the depositor should have the 
right to proceed against the directors 
and the shareholders, as these want 
to run that risk in their own personal 
interest. Therefore, I think that such 
a ceiling is necessary and the Select 
Committee should take into consi-- 
deration this aspect of the matter.

Another point I would like to 
suggest is that if the deposits with 
the company are more than 25 per 
cent, of the aggregate which I have 
just mentioned, there should be a re
presentative of these depositors on 
the Board of Directors. Depositors 
should be entitled to look into the 
balance sheet and also the records of 
the company. There should be a 
register of deposits and it should be 
filed with the Registrar of Companies, 
and unless he gives his permission 
no such deposit should be allowed 
to be taken by the directors, because 
I know in certain cases the company 
was going into liquidation on the 
one hand and deposits were being 
accepted on the other. So, if such 
a register is kept with the Registrar, 
that will not happen, and unless he 
gives his permission, fresh deposits 
should not be allowed to be taken.

There is a body of depositors call
ed the Association of Depositors in 
Maharashtra, and they have made 
many recommendations. I do not 
want to give all of them here, but 
I would suggest that the Select Com
mittee shoald caL this body, the 
Chairman of which ’ is an ex-Judge 
of the Bombay High Court and the 
members include some great econo
mists in Bombay State. The Select 
Committee should take into consi
deration their views and protect the 
interests of the depositors.

I am not particular about the parti
cular way in which their interests 
should be safeguarded. I would not 
place my reliance on a certain step 
that should be taken for the purpose 
of protecting their interests. What I
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urge is that some way should be 
found by which their interests will 
not be in any way jeopardised. That 
is the important point that I would 
like the Select Committee to take 
into consideration.

I know that when even the prefer
ence shareholders are, with great re
luctance, given the power to vote, 
under certain circumstances, they may 
not like to have a representative of 
the ordinary creditors and depositors 
on the Board of Directors. There
fore, I have suggested that if such a 
procedure is not congenial or agree
able, the directors and managing 
directors should take the deposits at 
their own risk, because, they should 
not, in any case, bring the interests 
on the creditors into danger.

Then there is another point to which 
Mr. Chatterjee has already referred. 
I would only bring one aspect of it to 
the notice of the House, viz., that the 
most important suggestion that was 
made by the Committee with respect 
to the central authority has not in 
any way been accepted by the Gov
ernment. They have made two sug
gestions, but they are more inclined 
towards the acceptance of the central 
authority. They proposed that there 
be a department for joint stock com
panies— ît may also include alon^ 
with that banks as also insurance 
companies—and there should be i>ower 
of supervision which is carried out by 
the Government with vigilance by a 
department which is wholly and solely 
devoted to that Otherwise, even if 
the powers are there, how are they to 
be exercised? We . know that the 
memorandum and articles of associa
tion and other records have been sent 
to the Registrar. They remain in his 
office. But nothing is being done, and 
he has not even got the time to read 
all these things. So, there is no 
effective check maintained by the 
Registrar. If that is to be the posi
tion, what great advantage will be 
had by merely incorporating so many 
checks in the legislation without mak
ing suitable provision for putting them
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into effect? That is the great dilfi- 
culty before us. In the course of his 
speech, the hon. Finance Minister 
simply said that there will be a 
Registrar. But he has not made it 
clear how and in what manner the 
Registrar will carry out the responsi
bilities entrusted to him, to the great 
satisfaction of the country. Therefore,
I would suggest that either of the two 
courses which have been suggested by 
the Committee might be accepted by 
Government. Otherwise, the Registrar 
—whoever may be appointed to that 
ix>st—will not be in a position to do 
justice to the complaints that come 
before him. They have also suggested 
that there should be a department in 
charge of these companies.

M r. C h a irm u : The hon. Member
need not repeat what has already been 
suggested by other members.

Shri AHekar: What I want to point 
out is that the Committee has suggest
ed that there rfiould be a full time 
Registrar in each of the imi>ortant 
States like Bombay, and for groups of 
States, who have less work. The 
Registrar should look into all these 
things and put into effect the various 
suggestions that have been made and 
discharge his responsibilities. Some 
effective machinery is necessary for 
administering this legislation, and for 
properly exercising the powers that 
are conferred by this legislation on 
the Government.

Another point that I should like to 
suggest for the consideration of the 
hon. Finance Minister ds regarding 
certain types of companies, which 
cater to the needs of the general 
public, such as the electric supply 
companies. They are intended to 
cater to the needs of the whole popula
tion, and if they are in the hands of 
private companies, they would not 
properly look to the interests of the 
I>eople, and they would not be subject 
to an the salutary tu-ovislons of the 
Indian Companies Act as the public 
companies are. Therefore, I would 
fuggest that the concerns of a publir

utility nature should be public limit
ed companies, and not private com
panies, or private individual.

I wanted to suggest some detailed 
considerations but since I have not got 
the time for that, I would only hope 
that all these points would be taken 
into consideration by the Select Com
mittee, who should find a way out to 
meet the needs of the various sections 
in the country.

M r. C h ain B aa: The >?eneral practice 
in this House is that hon. Members 
who are on the select committee on a 
particular Bill should not parti
cipate in the debate on that Bill. To
day, I called upon one hon. Member 
who is also a member of the Select 
Committee. I am sorry that this has 
created an impression in the minds of 
some hon. Members that the conven
tion is no longer being followed. 1 
^ould like to make it clear that I 
only made an exception. Hence
forward, the original convention will 
be strictly observed, and no members 
of the Select Committee will be call
ed upon to speak on this Bill.

S lffi M o h ln d tti (Hyderabad City): 
May I suggest that some time-limit, 
say half an hour, may be flxed*̂  
Otherwise, we may not have time for 
the many Members who want to speak. 
(Interruptionf)

S h ri A . M . T h om as (Emakulam): 
We have enough time for everybody.

B fr. C h airm an : I think we have
enough time for everybody, but later 
on, if necessary,, we shall adjust our
selves.

S h ri V , P. N ayar (ChirayinkiU: I
propose to confine my remarks only to 
the most important subject, which U 
dealt w»!th in the Bill, and upon which 
there has been a controversy here in 
this House, namely, the managing 
agencies.

We find that the edifice of this Bill 
is built on the foundation of a report 
by the Company Law Committee, 
which was presided over by Shri C. H.
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Bhabha. But I find that neither the 
<aOvemmait which appointed the Com- 
^nittee nor the Committee itself had 
understood the problem in its import
ance, because in the terms of refer- 
■ence, it has not been specifically given 
over to this Committee to ascertain 
how this system of managing agencies 
aflfects the economy of this country, 
and whether it should be put a stop to 
or be allowed to be continued. This 
point has been very conveniently left 
out from the terms of reference.

While dealing with this subject, the 
Committee does not state anything 
about their vcews on this aspect, as to 
whether this system has to be continu
ed or whether it should be scrapped, 
in any precise manner, I would refer 
in this connection to what is stated m 
chapter X  on page 82 of the Report, 
about the managing agency system 
itself. It is there that I have some 
objection. It is there that the wrong 
approach starts. The view of the 
Committee is as follows:

*̂ In origin, essentially, the result 
o f British enterprise in India, the 
system was gradually developed 
by the pioneering efforts of the 
older British managing houses, 
which were the first to realise the 
potentialities of economic develop
ment in this country, when the 
responsibility for carrying on the 
trade between Britain and India 
was transferred from the East 
In<|Ia Company to private traders 
and merchants. The geographical 
factor of long distances from the 
ports to the centres of production 
•of the few extractive and agricul
tural industries, which were the 
iirst to receive the attention of 
these business houses, facilitated 
the growth of this system, while 
the absence Of an investing class 
and the lack of even the elemen
tary facilities which were else- 
wh.~re provided by a capital 
market brought the trade and in
dustry of this period more and* 
more under the control of the 
managing agents, who in many 
cases povided both finance and tbt

promotional services necessary for 
the floatation of new undertakings. 
Thus, history, geography and 
economics all combined to create 
and develop a system which, in 
some of its distinctive features, 
still retains its unique charac'ter.”

I admit that history, geography and 
economics combined to create the 
Managing Agencies but it is not the 
product of these in the way in which 
it is seen by the Conunittee. Again, 
the Report says that it is unique. True, 
it is unique; in its uniqueness of 
destruction of the industry, this 
managing agency system which 
pervades the industry in this country 
has no parallel elsewhere. It is 
certainly unique in this one respect. 
But what is the history of this? I 
would ask the hon. Finance Minister 
whether he is not aware that there has 
not been a single committee either 
appointed by the British Government 
or by the Indian Government, which 
has had one good word to say about 
this system. I can quote instances 
after instances as to how this system 
has been viewed in the past, by official 
bodies.

I have got with me here a Report 
by the Indian Tariff Board—probably 
this was written when I was in the 
primary school—which summarises 
the views of the previous inquiry cotsi- 
mittees, and says:

*The managing agency system 
as such, has previously been ex
amined by the Indian Industrial 
Commission who arrived at the 
conclusion that “the system is in 
many ways well adapted to pre
sent conditions in India and has a 
far greater list of successes to its 
credit than can be shown by ordi
nary company management under 
individual managing directors” . 
The main criticism of managing 
agents to which the Industrial 
CoRunission gave expression was 
that “they showed undue conserva
tism by their reluctance to embark 
on new ventures and their 
tendency to develop commerce 
rather than industries.** ’
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[Shri V. P. Nayar]
Even before that, the* Tariff Board 

had in the evidence before it, very 
many adverse criticisms about that. 
Subsequently the Banking Inquiry 
Committee which made a detailed 
probe into it, even in its majority 
report observed that ‘attempts should 
be made to make industrial enter
prises in Inida less dependent on this 
system for future development’. 
Although this was the line taken by 
the majority report, the minority re
port in that was categorical and it 
went so far as to say that the system 
was old-fashioned and had outlived 
its utility. This was in 1932 and after 
four years when the Congress func
tioned as the Opposition in the Central 
Legislature... *

Shri Natesan (Tiinvellur): What is 
the report to which he is referring to?

Shri V. P . Nayar; I am referring to 
the Report of the Banking Inquiry 
Conunittee which is quoted in the Re
port of the Indian Tariff Board 
published from Calcutta (Government 
of India, Central Publications) 1932. 
In 1936, when the Companies (Amend
ment) Bill was before the Central 
Legislature, I find that all the Con
gress Members were so critical about 
it. I find that Mr. Ananthasayanam 
Ayyangar made a very long speech on 
that saying that it is a very vicious 
system. I find Mr. Govind Vallabh 
Pant saying that; in fact, the Congress 
dissenting minute on that had a criti
cism of this. Now after so many years 
it has not been possible for Gk)vem- 
metot to decide whether this system 
has to continue or not. I am very 
sorry that this point was not given 
for consideration and probably it is 
precisely on account of that that the 
report also did not consider what it 
ought to have done in this matter.

Now, what I object to is this: that 
in the whole report the actual state 
of affairs in which managing agencies 
exercise hold on industry has not been 
appreciated at all. Even the most 
fundamental distinctioil that in this 
country there are managing agencies

owned by British monopolists and 
there are managing agencies owned by 
Indian monopolists has not been drawn. 
I shall make an attempt to give some 
figures; I am sorry Madam, I shall 
have to resort to some sources other 
than those of Government.

I wanted to rely on Government 
figures and I wrote a letter yesterday,, 
to Mr. B. R. Bhagat Parliamentary 
Secretary. I wanted to know what 
percentage of India’s industrial pro
duction was estimated by official sour
ces to be controlled by managing agen
cies; the second point was, how many 
companies managed by managing 
agency concerns had gone into volun
tary liquidation since Partition. Mr;. 
Bhagat was very kind enough to  
write to immediately and he says:

“I am told that we have na 
such information on both pointŝ  
raised by you. The managing, 
agency S3̂ tem is a general prac
tice in the organisation of the big
ger companies in this country. We 
do not distinguish between com
panies run by managing agencies 
and others in regard to their pro
duction or liquidation**.

This is why I say, here Government 
comes with a Bill in which there are 
52 clauses relating to the managing 
agency system and says that it does 
not have figures of what is obtaining at 
present in rrtpert of these companies*

[M r . D e p u t y - S p e a k e r  in  the Chair]

My point is that without understand
ing the growth, the historical reasons 
for the. growth of these managing 
agency firms, without understandings 
the circumstances in which the mana
ging agency firms have been allowed 
to grow in this country to the very 
serious detriment of India’s industry, 
the whole report has been drafted. I f  
it is not that, it can only be a very' 
careful or deliberate omission—not to* 
mention the fact. Sir. I am glad that 
you have taken the Chair because just 
now I was quoting from your speechi
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in 1936 when you condemned the 
managing agency system.

Shri €. D. Pande: He has become 
wiser now.

Mr. Deputy-Speak^: No. no. The
hon. Member need not decide my 
intention.

Shri V. P. Nayar: Then I say. please 
let us look toack on the origin of 
these Managing agency houses. I 
agree that this system grew imder 
certain very peculiar conditions. We 
know that when the monopoly of the 
East India Company was broken, 
Indian industrialists were not prepared 
to take up the industries. They did 
not have the finance, and in fact Bri
tish finance capital was reluctant to 
advance loans to enterprising Indian 
industrialists. It is at this time that 
jrou find that the British people who 
had come to this country, who had 
known the immense possibilities of 
this country in natural resources and 
who had a Government which suppor
ted the exploitation of this country 
and with all political advantages over 
this country, such people with liquid 
cash wanted to control certain indus
tries. They did it. If you go through 
the history of most of these managing 
agency concerns, you will find that 
they have had small beginnings. And 
what is the present stature to which 
they have g r o ^  in these few decades? 
That is the point. It is. in fact, his
tory; there is geography also. Its 
economics was the economics of loot, 
of imperialist exploitation of this coun
try, and not the economics which the 
learned authors of the report try to 
pose. The problem has not been un- 
cferstood in the correct perspective. If 
only it had been like that, this report 
would not have been before us today, 
s
I want to give some figures also 

later on, but I would start by saying 
that India’s industry is mostly con
trolled by managing agencies. In 
almost every managing agency, you 
will find all things which you do not 
want in a business house. I do not 
want to refer to particular firms— 
though, where I have figures I shall

give the name of the particular firms 
also. In the economy of our country 
today, I find that 30 British managing 
agency concerns function in various 
industries covering almost every field 
of economic activity. In 1952, they 
controlled about 680 companies. The 
smallest of them, for example, Parry 
and Company, had only 3 companies 
under them, managed by them; but 
giant concerns like Andrew Yule and 
Company, for example, had 58 con
cerns under them, the Bird Higglers 
group had 57 under them and McLeod 
Beg Dunlop group had 60 companies 
under them. When we put certain 
questions, the Ministers avoid giving 
categorical answers. I very vividly 
remember. Sir, the other day when a 
question on investment of foreign capi
tal in the coal industry in India and 
the percentage of control over produc
tion of coal came up and when I put a 
supplementary, the hon. Minister of 
Production turned round and said that 
British capital was only to the ex
tent of 10 per cent It is not a question 
of capital which is invested in the 
industry which determines its con
troL I say that the coal industry is 
controlled— t̂he management of the 
ooal industry is controlled— t̂o the ex
tent of at least 80 per cent, by foreign 
capital. That is the way in which 
British capital by spending an unima
ginably small figure is able to exercise 
an unbelievably big control also. I 
shall give certain details about that 
also. This is a very clever way, a very 
calculated way of finance which is 
resorted to for imperialist exploitation 
of a country with a colonial economy. 
That is exactly why the managing 
agency system, if it is so good for busi
ness organisations, is not foimd in 
other countries which are not colonial.
It is not that England has so much 
of the managing agency system. May
be the hon. Minister may get up and 
say that at this stage in the economic 
<tevelopment of England, the managing 
agency system is not necessary. But 
even during the earlier stages of deve
lopment of British industries, the 
managing agency system did not ex
ercise the stranglehold which it exer
cises over India’s industry today.
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[Shri V. P. Nayarl
It is not only in respect of the coal 

industry that British managing agency 
firms have such control. Take, for ex
ample, the following. I have jotted 
down some of the figures here. It is 
estimated that more than 90 per cent, 
of the pertrolium industry is in their 
hands. Then rubber is over 90 per 
cent, in British hands—not the capital 
actually invested but the controiiiag 
capital. Jute is over 90 per cent, in Bri
tish hands. Then lea, coal—everything 
—over 90 percent, of the entire indus
try in India is controlled by foreign 
capital operating with negligibly low 
level investment, controlling the 
entire..

Shri Radha Raman (Delhi City): 
Jute has over 90 per cent, share in 
British hands?

Shri V. P. Nayar: Yes. Jute will 
be 89 per cent.—to be very precise. 
But it is not the capital invested in 
the jute industry—please do not 
mistake it. But the managing 
agencies control the production of 90 
per cent, of the jute which is pro
duced in India. That is my conten
tion.

Shri Bansal: Where is this informa
tion from?

Shri V. P. Nayar: It is from so many 
books I can quote and also if you will 
please refer to the Cabinet Secretariat 
Memorandum you wiU find its details...

Shri Bansal: Cabinet Secretariat
Memorandum?

Shri V. P. Nayar: It was publicised...
Shri C. D. Paiide: Will the hon.

Finance Minister enlighten us as to 
what this Cabinet Secretariat Memo
randum is about, that has been pub
lished.

Shri Bansal: To which Memorandum 
is he referring to?

The Minister of Ffaanee (SM  C. D. 
DeidimnUi):! cannot refer here to any 
Cabinet Secietariat Memorandum.

Shri V. P. Nayar: It has come out in 
the Press— Î do not remember in which 
Press it was reported. It has come in

more than one Paper and it has never 
been contradicted by Government sour
ces.

We have quoted from that in thia 
House; even then it was not contradic
ted.

Shri S. y. Ramaswamy: May I know 
if the hon. Member alone is furnished 
with a copy of the memorandum? We 
do not know anything about it.

Mr. Deputy-Speaker: Why should
there be a debate over this matter? The- 
hon. Member says it was reported in 
the Press; that is his recollectica.

Shri V. P. Nayar: Sir, Mr. Rama
swamy can wait; when he rises to that 
importance, the Cabinet will Jet him 
know.

Shri S. V. Ramaswamy: You cannot
have secret agencies in my Cabinet.

Shri V. P. Nayar: There are other 
industries upon which depend tens of 
thousands of people. Take, for exam
ple, the plantation industry and the 
mining industry. In both these, you 
will fird that British managing agen
cies and British capital together con
trol over 50 per cent, of the produc. 
tion. In banking and insurance also 
the control is about 48 to 49 per cent. 
This is the way in which British capi
tal operates through ttie managing 
agencies functioning in India, as I 
said before, to the very serious detri
ment of the growth of Indian indus
tries.

You will find that the control is 
achieved by the minimum investment. 
I am sorry I have again to quote from 
textbooks because your Government 
do not have figures...

Mr. Depaty-Speaker: The hon. Mem- 
her need not say that it is my Govem- 
ment.

Shri V.̂ P. Nayar: It is yours as well 
as ours. A study .̂ >f the summary of 
capital and lists of shareholders for a 
quarter of a century as available from 
the Registrar of Joint Stock Compan
ies’ Office, Calcutta is given here. It 
:s stated on page 151 of the Industrlnl
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Finance in India—a book written by 
Professor Saroj Kumar Basu of the 
Calcutta University, certainly not a 
communist. If 1 read out lo you some 
figures, you will find as  ̂ told you, how 
small the investment is and how big ihe 
control is. Particulars relating ;o Auk- 
land Jute Mills Ltd. run by the mana
ging agency of Messrs. Bird and Com
pany show these facts. In 1909 out of 
the total investment in the above Mills, 
Bird and Company had only 2*1 per 
cent, and in 1934 it was 2*4 per cent. 
In 1906, 10 *2 per cent, of the total in- 
ves\ment of the Naihati Jute Mills 
Company Limited was owned by 
Messrs. Heilgers and Company Dut 
in 1934 it was only 8 per cent; 
similar is the case of the Kelvin Jut^ 
Company Limited. 4 per cent, 
of the total capital was invested by 
Messrs. McLeod and Company, the 
managing agency firm. ^

I can give any number of figures if 
the House is interested but I do not 
think it is necessary. The managing 
agency firms which invest so little of 
the capital necessary for the develop
ment of the industry also pride them
selves by saying that they are unload
ing even that small investment on the 
public. They take the credit for that. 
Here I would refer the hon. Minister 
to the statement given by Shri K. C. 
Mahindra who now is himself a busi
ness magnate, before the Textile En
quiry Committee in 1930 or 1931. He 
said: **Messrs. Martin Bums Ltd. mana
ging agents of the Iron and Steel Com
pany Limited held in 1950 only 10,000 
shares out of a total of 25 lakhs shares 
and only one lakh shares out of 
a total of over 33 lakhs Of shares of 
the Steel Corporation of Bengal** It is 
found on page 57, volume 5 of the Evi
dence. That is not my view; that is 
the view of Shri K. C. Mahinara: I do 
not know whether he was in that Com
mittee; I do not find his name.

This is the way in which British 
mana^ng agency firms conduct them
selves with the various industries 
which they are supposed to run. in
spite of auch meagre investment, «s I

said before, they take pride in ^xing 
to the public and saying: *We had only 
one per cent, of the shares but we are 
encouraging sales of these shares also 
to the public because the public have 
such wonderful confidence in us.’

I am going to another aspect of the 
managing agency firms. Of late you 
will find that there is another tenden
cy. There has been, after partiticm 
especially, a tendency on the part of 
the numaging agency houses in India to 
create an impression that they are asso
ciating more and more of Indians in 
their business undertakings. They had 
never associated Indians who are at the 
top-most in the industrial field in India, 
but they associated what is generally 
called 'guinea pig’ directors. I give 
a list of the various British managing 
agency houses. I am quoting from a 
book by Shri Ajit Boy, page 90. The 
title of the book is Indian Monopoly 
Capital *

McLeod and Conopany Limited has 
sixty companies under its control and 
there is only one Indian director and 
he is Mr. Chotayla Kanoria. Gillanders 
Arbuthnot and Company Limited, an
other British managing agency house 
has 48 comi>anies under its control and 
there is only Indian director in that 
firm—^Maharaja of Burdwan Sachindra 
Chaudhury. The Jardine H^derson 
Limited which has got 24 companies 
under its control has two Indian direc
tors—Girdharilal Mehta and G. C. 
Bangur. Messrs. Mcniel and Barry 
Limited, with 54 firms under its con
trol has Messrs. A. D. ShrofiF and Khan 
Bahadur C. P. Taraporvala on its 
directorate. Mr. A. D. Shroff is the 
only businessman of the top class who 
has been taken as a director. Simi
larly, the Octa\ious Steel and Company 
Limited controlling 53 firms has R. K. 
Jalan and K. P. Goenka: Messrs. Shaw 
Wallace and Company Limited controls 
35 companies but has only four Indim 
directors.

It is an important feature to be not
ed from the Ust that exccjpt Mr. A. D. 
Shroff, and probably one or two others  ̂
no top dass business magnate is on the 
board. That is the way In whiai our
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[Shri V. P. Nayar] 
organic link with the British managing 
agency houses functions. Our top 
businessmen have already hugged the 
foreign investors and function as 
their collaborators.

Shri Bansal; May I know the date 
of publication of this document?

Shri V. F. Nayar. It is dated 1953, 
May.

Shri Bansal: Perhaps he may like to 
know that most of the companies have 
passed on to Indian hands now.

Shri y. P. Nayan You can give me 
a list of companies which have passed 
on or changed hands.

Shri Bansal: I can say that in res
pect of all these companies.

Mr. Depaty-Speaker: It amounts to 
saying that the managing agencies 
have passed on to Indian hands.

Shri Baiwal: It is so. Sir, in the
case of quite a number of them.

Shri V. P. Nayar: Perhaps Mr.
Bansal means that the companies 

' managed by the managing agents 
have come to Indian hands. I am 
sure the managing agencies them
selves have not gone to Indian hands.

Shri They have gone.
Shri V. P. Nayan When Mr. Bansal 

gets an opportimity, it is open to him 
to contradict it

Shri C. D. Deshmukh: Mr. Bansal
would not have an opportunity to do 
so because he is cm the Select Commit
tee. He has obviously a lot of infor
mation on this point.

Mr. Depnty-Speaker: But he can
pass it on to the hon. Finance Minister.

Shri C. D. Deshmukh: Of course 
I shall be in a position to contradict 
them.

Shri V. P. Nayar: I was referring
to a point to say that the British 
managing agency houses were trying 
to show to the public that they went 
on associating more and more of 
Indian Industrialists. I was arguing

that even in doing so, they did not take 
top class people or top class Indian 
businessmen who have experience,
i.e. Tatas, Birlas, Singhanias etc. 
For example, I can refer to the case 
of one gentleman, namely Shri K. P. 
Goenka. He has been taken in the 
board of directors of one of the foreign 
managingv agency firms.

Mr. Depaty-Speaker: What is it the 
hon. Member is driving at?

Sliri Y. P. Nayar: I am arguing the 
position as it obtains. We are not 
here to look into the merits of the 
contents of the report as it is written, 
because the report has been drafted 
from a wrong angle. It has had no 
correct perspective of the whole prob
lem of managing agencies which is so 
ruinous to bidia’s economic develop
ment.

Shri Mohinddin: Are we debating
the Bill or the report?

Mr. Depaty-Speaker: Whatever may 
be in the repcrt, we are considering 
the Bill. If the hon. Member wants 
to do away with British firms altogeth
er that is one thing; if he wants to get 
rid of the European management of the 
concerns, that is another thing. He is 
entitled to both. But multiplication 
of instances is I do not think neces
sary.

Shri V. P. Nayar. What I am sub
mitting to this House is this. There 
have already been two views on this 
point. One was that managing agency, 
as a systan, should be scrapped here 
and now. The other was that it should 
be allowed to continue. Even Mr. 
N. C. Chatter jee took the latter view. 
My personal view is that the manag
ing agency has to be scrapped here and 
now. But how am I to put it? Is it 
enough for me to say *scrap it’ and sit 
down. I am building up an argument 
to show that an appreciation of the 
present nature of the managing agen
cies has not been made in the Report 
which has started from a very 
wrong angle and has seen the whole 
question from a wrong perspective.
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Shri S. V. Ramaswamy: If you
scrap it, are you proposing an alter
native?

Mr. Deputy-Speaker He is not the 
Jilinister. He wants to get rid of 
jnanaging agencies. And he is only 
^ying that even if there has to be a 
managing agency system, if there are 
Indian managing agents possibly it is 
tolerable but that it is all in the 
hands of Europeans.

Siirl V. P. Nayan That is exactly 
what I was submitting. I was only 
submitting that the most fundamental 
<luestion relating to mAnaging agency, 
namely, that those of British capital 
control more precentage of our indus
tries than Indian agencies, even that 
has not been referred to in that Re
port

Shri Bfatthcn (ThiruveUah): May 
I know what the hon. Member’s view 
Is about Indian managing agents?

Shri V. P. Nmyar. 1 shall come to 
that, and I hope Mr. Matthen will be 
patient

Mr. Depaty-Speaker: He may leave 
alone the Repoi*t. Now we have the 
Bill before us.

Shri V. P. Nayar: My difficulty is. 
Sir, that you were not here when 
I started. I said at the very begin
ning that the edifice, the super
structure of the Bill has been built 
upon the foundation of the Report 
of the Committee. And so I wanted 

Co show that all the fifty-two clauses 
which are here before us have been 
built up on a wrong foundation and 
shaky foundation—and I am trying 
to shake that foundation more. I 
shall read this and then go to the 
Indian managing agents, as the 
House seems to be more interested 
in knowing what they are.

To resume the trend of my argu
ment, I was submitting to you that 
after Partition there was a tendency 
on the part of British managing 
agency houses to create the impres
sion that they wanted to associate 
more of Indian people in their 
l:>oards of directors. And they did

not care to choose the top class 
people i^ our industry because they 
were ah êady in close collaboration. 
As a specific example I say that even 
the gentlemen whose names I have 
just read had their past connection 
and participation with British firms 
and firms under the management of 
those managing agencies. I can give 
any number of examples for this. 
You will find for example Mr. K. P. 
Goenka—I do not know who that 
gentleman is— ŵho was a director of 
the British managing agency, Octa
vius Siteel & Company, holds direc
torship of three coal companies 
managed by Shaw Wallace & Com
pany and another managed by Bird 
-Heilgers, of three jute mills under 
Bird-Heilgers and Duncan Brothers, 
of the Titaghur Paper Mills imder 
Bird-Heilgers, and Cheera Chhatak 
Ropeway Company under Gillanders 
Aii>uthnot & Company. Bftr. Bansal 
seems to be very much excited, and 
I find somewhere later his name is 
also coming!

Shri Bansal: I have never heard 
of this book, rest assured.

Shri V. P, Nayar: He is yet to hear 
of many correct things. Sir.

And then it is stated here that 
Mr. G. S. Hangup who is a director of 
the Jardine-Henderson group holds 
directorships in addition to this firm, 
in one coal company managed by 
Andrew Yule & Company, two cotton 
mills managed by Kettlewell BuUen
& Company, two jute mills managed 
by Kettlewell Bullen Sc Company, 
three jute mills managed by Andrew 
Yule & Company, two miscellaneous 
companies managed by Andrew Yule 
Sc Company and two miscellaneous 
companies managed by Bird-Heilgers.
12 MOON

My point was that although they 
created the impression that they 
were taking more of Indian business
men in their directorship, they were 
particularly careful not to choose 
Indian businessmen who had by their ̂  
own experience tried to adopt things 
in Indian industry, and they were
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[Shri V. P. Nayar] 
careful to choose only from the 
ranks of those who acted against the 
country’s interests by associating 
themselves during the time of the 
national movement, with British 
capital in this country.

Shri B. S. Murthy (Eluru): That 
is the crux of the problem.

Shri V. P. Nayar: I do not want to
go on...

Shri Natesan: On a point of infor
mation. May I ask my hon. friend 
how directors are chosen in a big 
company and to explain what he 
means when he says that only 
certain people are chosen? After 
all, a director has to have certain 
qualifications, he has to invest some 
money. It is not everybody who will 
come forward to take directorship 
in a company. But he tjies to sug
gest that they are picked out.

Shri V. P. Nayar: I know my 
friend Mr. Natesan himself is a 
Director and he must be knowing, 
how best to eet in.

Mr. D^Nity-Speaker: Though six
teen hours have been allotted for 
this, in a Bill of this kind whenever 
time is alloted one section alone or 
one hon. Member alone ought not 
to take the whole time of the House.

An Hon. Member: Time is taken 
away by the interruptions.

Shri Pimiioose: For long hours we 
have been listening to arguments 
founded and unfounded, in favour cf 
the managing agency system. Now 
they will not allow us to procoed.

Mr. Deputy-Speaker: Let there be no 
interruptions. If any questior*d are 
put, those questions need not be 
answered. Each hon. Member is en
titled to emphasise one particular 
pattern-

Shri V. P. Nayar: It is not a question 
of inflicting these figures on the 
House. But I found that a web of 
argimient has been . woven, but no 
body has cared to go into the facts 

 ̂ and figures which throw a lot of light 
on the kind o( stranglehold that these

managing agencies have on India’ŝ  
economy. I want the hon. the Finance 
Minister later on to tell me, if his 
junior is not in the know of things  ̂
as to what percentage of the total 
production in the country is controlled 
by foreign agents, and how much of 
them by the British.

I was arguing with facts and figures 
because I find that it is not a mere 
question of whether we should have 
the section, here or another there or 
whether we should have slight changes 
here and there. The whole question 
is whether we should at all have this 
Chapter on Managing Agcncies and 
whether we should not re îuest the 
Select Committee to do away with 
this Chapter completely, because this 
system has been operating in such a 
way that India’s industry can never 
get out of its clutches until by legis
lation we are able to stop it.

Mr. Deputy-Speaker: If the Chapter 
goes, there will be any number of 
managing agents uncontrolled.

Shri V. P. Nayar: \ou will 
remember. Sir, in the discussioa on 
Companies Bill, in which you parti
cipated so much in 1936, the hon* 
Member Shri Sri Prakasa said “"T'his 
Bill is not necessary; there can be a 
one clause Bill” . Any such Bill will 
be enough to meet that. Some hon. 
Member was asking me about the 
Indian managing agencies. I shall 
come to that also. If a few of the 
British managing agencies control 
about six to seven hundred com
panies, the position of the Indian 
managing agencies is not very much 
different. But only their fields of 
activity are more restricted than 
those of the British managing 
agencies, because Indian managing 
agency houses and their monopoly 
was a matter of later development.

The figures which I have shown 
that forty-four Indian managing 
agencies control about 640 companies 
of which one managing agency con
trols 14-5 per cent, of the total. 
Here is a book which details 
all the companies which are 
under the managing agency firm of
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Birla Brothers, and the number 
comes to eighty-eight. This book has 
often been quoted in this Hou^e. I 
do not want to go into it. But here 
in this book the modus operandi of 
how the public can be cheated 
through the managing agencies is 
very clearly given and also photo
stats have been produced.

Now, Sir, what was left over during 
the course of development of the 
British managing agencies, has been 
taken up by some of the Indian finan
ciers. It is not that the Tatas, Birlas 
or Dalmias grew up all of a sudden to 
their present It was aLso a pro
cess of gradual c:rowth. When the 
British industrialists and British 
managing agencies left, »ome sections 
of the industry, probably it is due to 
the enterprise of the so called leaders 
of the industries who had liquid 
money— p̂robably, so I have not gone 
into details— ĝrew up into monopolistic 
position, thanks to the flourishing 
blackmarket which this Government 
has been allowing and thanks also , to 
the black-market which the predeces
sor Government has been allowing. 
They have enormous capital in their 
disposal. It is not always the question of 
how much money the Indian managing 
agency owned by Birlas, Tatas or Dal
mias has invested in a particular indus
try. What matters is always the con
trol which is exercised over the Indus
try. The thing is this, that there are 
I'̂ ts of people who manipulate and see 
that the companies which are managed 
by managing agencies do not show 
profit. In this connection. Sir, some 
hon. Member wanted some instances, 
and I can quote any number of instan
ces. My hon. friend Shri Chatterjee 
has referred to the great services of 
one of the jnembers of the Commitee, 
Shri J. J. Kapadia. I have a copy of 
an article here, written by Shri Kapadia 
in 1949, which was published in the 
Statesman  ̂ where I find that the 
managing agents operate in a ŵ ŷ to 
cheat the public, and that is very well 
described by Mr. Kapadia hJmself. Of 
course, he is a man—as Mr. Chaterjee 
said—of unouestio&able authority in

these matters, and it is Mr. Kapadia 
who says this:

“Our Secretary wbo in;q>ected the 
share register of Bennett Coleman 
& Co.' Ltd.. last year found therein 
remarks to the effect that a number 
of shares registered in the names of 
the above gentlemen were held by 
them as trustees for Dalmia Jain 
Charitable Fund.”

So, the Dalmia Jain Charitable Fund, or 
which our friend Mr. Jagjivan Ram was 
also a member a little while ago—I do 
not know whether he is in it now— 
will be cor*trolled by Bennett Coleman 
& Co. Ltd. Later on, in the article 
Mr. Kapadia says:

**We have examined retorts of 
the auditors Iviessrs. A. F. 
Ferguson & Cc the accounts of 
the two mill companies for the 
year ended 31st March. 1P47 which 
contain startling disclosures with 
regard to the many objectionable 
methods and practices followed by 
the new management.
The auditors have drawn attention to 

several transactions of loans and «.d- 
vances as between the two mill com
panies and the companies in the Dalmia 
Jain group.” .,.

Mr. Bansal may note that it is not 
poor V. P. Nayar who said so. but it is 
J. J. Kapadia who has given this 
report.

“ ...viz. The Bharat Bank Ltd.. 
Dalmia Cement & Paper Market
ing Co. Ltd., Dalmia Investment 
Co. Ltd., and the Gwalior Bank 
Ltd., as also between one or other 
of these companies. The auditors 
refer to the existence of common 
Directors in all these companies. 
We would however add that all 
these companies are really con
trolled by Dalmia Jains.”
It is very easy. Sir, for you to say 

that a director of a managing agency 
firm should not be a director of more 
than two or three companies. I do 
not want to go into details, but, how 
are you going to prevent it? The hor;. 
Minister knows th a t In inost of thr̂ ' 
monopolistic managing agency con->. 
cems, all top ofAcials are either theii
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[Shri V. P. Nayar] 
own very close relations or their em
ployees. Take, for example, the Bha
rat Insurance Company. Whô  are the 
four directors of the company? It in 
not necessary for me to say that all 
of them are in one way or ih e  other 

anelated to the managing direc^r him* 
self, or his dependant

The ACiiister of Agricnltare (Dr. P. 
S. Deshmnkli): However, incompetent 
they may be.

Shri V. P. Nayar: It is certainly not 
:a disqualification for tfiis Government! 
I am reading out an extract from thet 
speech of the managing director of 
AUen Berry & Co. Ltd. you know, that 
in 1946 or 1947—1 hope Mr. Bansal 
will correct me if I am wrong—an 
aviation company was floated with 
Dalmia Jain Limited as managing 
agents which had very little to do with 
aviation. I think originally it was 
floated with a capital of Rs. 40 lakhs, 
but subsequently it was raised to 

Bs. 3*5 crores. But, the company did 
not operate Air services as was re
quired; but they invested all the 
money in certain purchases of surplus 
army disposals from the American 
stores. Here is the speech of Shri 
JDalmia himself:—

“Your company purchased in co
operation and partnership with 
Messrs. Dalmia Jain Airways 
Limited (He speaks here in the 
capacity of Director of Allen 
Berry & Company Limited—Seth 

llamakrishna Dalmia. reported 
in the Statesman as speak
ing for and on behalf of 
Allen Berry & Company) 
^ e  entire lot of American sur
plus vehicles in India. I have al
ready brought to your notice that 
we are able to get the best vehi
cles ever disposed of as surplus 
by any army in India. The claim 
is substantially proved by the 
fact that during the past four 
months by a 10 per cent, sale of 
your stock, your company has 
l)een able to move in 25 per cent, 
o f our investment.'*

This is from Statesman published 
from Calcutta on 13th March 1947. 
So, my point is that, companies are 
floated, the public subscribe to it, 
and afterwards the companies do not 
function in a manner for which the 
subscription is raised. An Air Lines 
company, of all companies, invests in 
purchasing second-hand vehicles from 
American surplus stores, and the 
Managing Director says that after 
disposing of 10 per cent, the com
pany has already earned 25 per cent 
of the total value. The total pur
chase for about six or seven 
crores of rupees. I know that a 
jeep which was purchased by them 
for Rs. 1,000 or so was sold by 
them for Rs. 5,000. The record of the 
original company will not show all 
this. It is all controlled by manag
ing agents. How are you, by the 

privisions which you have brought in, 
going to check this? That is the 
question which I would like to ask.

Now, Sir, one argument I heard 
from some hon. Member is that it is 
the public confidence in the managing 
agents which is responsible *for this. 
Of late, I have also heard that some 
of the banks have refused to advance 

money to genuine industrialists on 
the ground that they are not being 
managed by managing agency firms. 
It has gone to such extent. It is all a 
question of manipulation by manag
ing agency firms which have control 
over industry. The managing agency 
firm is supposed to manage the indus
try, but it actually mismanages by a 
sort of adjustment in the Accounts. 
You will find that a managing agency 
firm will not have merely one business 
under it. When a managing agency 
firm has one institution under it, it 
tries to grab another industry; then 
a third one and so on; so^that nobody 
with even the utmost knowledge of 
these matters can get together all 
records and take them up. This is 
what is happening and I do not think 
that you have provided anything 
under the rules which would prevent 
the loot— Î must say 'loot*—of public 
money by the so-called monopolistic 
managing agency firms.
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Mr. Deputy-Speaker: There are
some other Members also who would
like to speak.

Shri V. P. Nayar: Sir, this is a very 
tou^ subject and 1 have to give facts 
and figures and much has been said 
about the benefits of this system. 
Therefore, my duty becomes rather 
difficult

Mr. Depnty-Speaker: I do not dis
pute it. The hon. Member may take 
the Whole day and then send in a 
memorandum for whatever remains 
to be said.

Shri V. P. Nayan I shall certainly 
be charitable to the House as it has 
been charitable to me. I will not takft 
one minute more than actually neces
sary.

Sir, in this context we must also 
think of some other ways. I have 
read the report fully. Shri Deshmukh 
will be pleased to know that I have 
also gone through some of the previ

ous reports which were available. 
Now, 1 ask Shri Deshmukh through 
you. Sir, whether the report has 
speciflcaMy pointed out any particu
lar form of corruption in its details 

. as practised by the managing agents? 
Is there any description of the modus 
operandi or the particular way in 
which the public are cheated by these 
managing agents? Is there any des
cription of the manipulation of ac
counts, which Shri Deshmukh knows 
for certain is going on in almost 
every monopolistic managing agency 
firm, both foreign owned or Indian? 
Without all that, how are you going 
to formulate rules? How are yo« 
going to make the regulations? He 
does not know where he stands? Gov
ernment comes out and sfiys, we have
50 provisions, they will curb the acti
vities of the managing agents? But 

how? I will give a specific instance 
which I would like the hon. Finance 
Minister to bear in mind. I have a 
pamphlet with me which I shall give 
to him later on if he desires. It gives 
details of the unlimited means avail
able to the managing agency to cheat 
the companies which tihey manage.

There is, for example, the Rentas In
dustry, Dalmianagar, a public limited 
company, of course, manufacturing, 
I understand, cement and paper. Is 
it not?

Some Hon. Bfeodien: Yes.
Sttiri V. P. Nayar: I am citing this 

from this pamphlet. Their selling 
agents always see that the sales will 
not be entered properly. The produc

tion will be shown as 40 per cent, and 
the sales will be of the entire percen* 
tage. The selling agent may be a 
private limited company or it may 
be a company directly under the 
managing agents themselves, or the 
managing agents themselves. I am 

not referring to the Rohtas. The 
managing agency appoints the selling 
agents; it also appoints the bu3ring 
agents. Suppose the production in a 
factory is 100 tons, this is not entered 
in the books. Tlie managing agency 
manages the affairs and manipulates 
it in such a way that instead of 100 
tons, it is written as 60 tons or 40 
tons. The balance is taken. The 
organisation is a private organisation. 
It is the managing agency firm which 
appoints their own men, their own 
brothers-in-law and sons-in-law as 
the selling agents and busring agents. 
They sell the entire jnroduction» 
and the black money comes. Wtere 
is its check provided for? How can 
you prevent this under the present 
rules? Are not the Government 
aware that every Managing Agency 

does this sort of muddling? Are not 
the Government aware also, I Ask 
Shri C. D. Deshmukh to be very frank, 
as he is always with me.......

Shri S V. Ramaswamy: On a
point of order,—I do not want to 
interrupt—can the hon. Finance 
Minister be referred as Shri so and 
so? It is not decorous. That is my 
submission. It is necessary to obs
erve some decorum in the House.

Shri V. P. Nmymr: I am neither a 
barrister of 27 years standing nor 
was I educated in England, as Mr.. 
Ramaswamy!

Ab Heft. Member: Call him com
rade Deshmukh.
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Mr. Deputy-Speaker: Normally, the 
practice in the House of Commons is 
not to ref<̂ > to the Tiame. They say, 
the hon. Member from Littleton, from  
Suffolk and so on. Here, in a House 
of 500, we have not been able to 
adopt that because many of the hon. 
Members ao not know what constitu
encies the Members represent, so 
far as hon. Ministers are concerned, 
they are here in their official capacity. 
Let there be no reference to the indi
vidual by name. The Ministers may be 
referred by the Ministries they repre
sent. That would be a proper con
vention. That would be observed. 
As far as possible, let it be said, hon. 
Member coming from Malabar, ex
cept in cases where one is not able to 
find the constituency.

Shri V. P. Nayar: I was paying a
tribute to Shri C. D. Deshmukh for 
frankness and I saw also a beaming 
smile in his face. I do not know why 
the hon. Member there gets up........

Shri Yelayudhan: Can an hon.
Minister be addressed as the hon. 
Member from such and such consti
tuency?

Mr. Deputy-Speaker: No. While he
is here, he has got another capacity 
as a Minister. He is piloting the Bill 
as the hon. Finance Minister. Refe
rence to Ministers shall be only as 
Ministers.

Shri B. S. Murthy: Have we not
le ft  out the epithet “honourable” ?

Mr. Deputy-Speaker: W e are all
honourable when we are in the 
House.

Shri Radha Raman: The hon. Mem
ber should have some consideration 
of time. It is already an hour since 

he has been on his legs.

Mr. Deputy-Speaker: He must con
clude by 12-30.

Shri V. P. Nayar: I will conclude 
before that; but I would like Shri 
Radha Raman to purchase anothei 
watch. Sir.

What I was saying was this. This 
company’s (Rohtas Industries) selliug 
agents had entered in the records— I 
am saying from this pamphlet— only 60 
per cent, or so of what was actually 
produced. This Income-Tax Investi
gation Commission had, by this time, 
started investigating into the details 
of certain companies in the same 

group. Naturally, they got very mucn 
frightened and panicky because in those 
days, when the Income-Tax Investiga
tion Commission had started function 
ing, nobody knew what would be the 
result. They did some good woric 
also. At that time, this company was 
split into eight companies. The idea 
was that if there were eight com
panies, the records of one will be at 
Cape Comorin and another at Kash
mir and the poor Income-Tax Investi
gation Commission cannot get access 
to all these records. I can even give 
the names of the companies into which 
this Dalmia Cement and Paper Market
ing Company were split. The names 
are here. I am speaking subjec^ to 
correction. The subject of discussion 
is not Shri Seth Ramakrishna Dalmia 
or Shri Ghansyam Das Birla or Shri 
J. R. D. Tata. I have to bring to the 
attention of the Government and this 
House that, as the British managing 
agency has assumed an over-all con
trol which is a very serious menace to 
the growth of Indian industries, which 
stifles the growth of Indian industries, 
the tendency has been that the Indian 
managing agencies to which have 
been left certain sections, have also 
grown up to their present immense 
size and they control not one or two, 
but almost the bulk of the rest which 
has been left by the British agencies. 
Their actions have been referred to 
as shocking. There are ever so many 
ways of committing fraud on the com
panies which^ are managed by them. 
That is why I have wondered why 
the managing agency firms are called 
managing agency firms. In India, to
day, the managing agency firms are 
truly mismanaging agency firms. 
Here is a report from the Times nf 
India which gives a description of 
how one of the companies 
Madhusudhan Ltd., Bombay, was 
purchased, how a man who was n e w
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known to business, was put in charge 
of the managing agency firm with a 
number of shares in his name. It 
created quite a shock in Bombay 
business circles. The heading is 
"‘Unusual sum for agencies.” The 
article says that it created quite a 
flutter in the stock exchange of Bom
bay. This is the way in which 
managing agency companies have 
been functioning in India. I can 
understand, the Government has no 
•other alternative at present. I heard 
Shri Altekar saying that the manag
ing agency system has to stay be
cause we are having a mixed economy. 

This is a very strange conception of 
.mixed economy. I never thought that 
mixed economy can only be had if 
there are managing agencies. I also 
"wish to point out to the House that 
Government have not taken suffi- 

•cient care to rid this pest, this evil, 
this parasite of a monopolistic manag
ing agency organisation. W e do not 
now have finances and it is true 
to  some extent. They say that 
capital is shy. What is the reason for 
it? Capital is shy because what little 
capital has been invested in industry 
^oes to fill up the pockets of certain* 
managing agencies. That is one of the 

m ain reasons. There are other 
treasons also. Somebody said there 
are no credit facilities. W hy should 
not credit facilities for useful indus
tries be granted by the Government? 
Shri N. C. Chatterjee of all persons 
said this— I expected him to say 
this— and he championed the cause of 
the managing agency system being 
<rontinued as usual. As you ^how , an 
eminent lawyer can always build up a 
strong case from the weakest point. 
After all, it is only the judge that 
can decide. I have great respect for 
the advocacy of Shri Chatterjee. I 
heard him with great attention. But,
1 found that he also derailed on this 
isubject.

Shri Altekar: In the present con
text of things.

Mr. Deputy-Speaker: Has he
finished?

Shri V. P. NayaT: No, Sir But I idiall,
^  « few minutes.

M y submission is that the Minister 
of Finance should consider over and 
again how in the interests of the 
country this question of managing 
agency has to be tackled. Whatever 
others may say, there is no doubt that 
the British managing agencies and the 
Indian monopolistic managing agencies 
control the bulk of our industries pro
duction. I do not think he will dis
pute that. There is also no doubt that 
both the British and the Indian 
managing agencies take away huge 
profits which do not come within the 
accounts which they keep. The hon. 
Mr. T. T. Krishnamachari the other 
day said, and said it with a sort of 
assertive gesture, that British firms 
know how to avoid tax, but they do 
not evade the tax. W ell, they do 
both, and the Indian managing 
agencies also. It is indisputable. So, 
the point which I would very much 
urge upon the Select Committee to con
sider is whether in the context of the 
present circumstances it is not possible 
for us to do away with the managing 
agencies also. It is indisputable. So, 
which we have seen. It has given 
over the growth of our industries into 
the hands, into the clutches of certain 
exploiting njonopolists, whether they 
are of foreign origin or Indian origin. 
The entire private sector will suffer 
by this, because most of the private 
sector will be dominated by this. They 
have all black money with them. They 
have all had the good fortune to be 
left out of the even slight rigours of 
the income-tax law of this country. 
It is only the other day that we found 
that against one of the topmost 
businessmen in India there was a case, 
and that gentleman took up the 
matter— I do not give the name now 
— t̂o the Supreme Court for a writ 
whether the Police should have en
tered and searched his premises or 
something like that. So, I say that the 
Government must review the whole 
situation and try to understand the 
effect of managing agencies on India’s 
economy in the context in which 
are placed today, try to follow the 
historical growth of the managing 
agency and also the way in which 
the economy of the country is certain 
to be shattered if we are to continue
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[Shri V. P. Nayar]
this very pernicious, very abnoxious, 
very vicious system which we call the 
managing agency system.

Shri A. M. Thomas: The hon. Mem
ber from Chirayinkil...

Shri V. P. Nayar: I cannot be re
ferred to otherwise like that.

Mr. Deputy-Speaken I suppose that 
is the hon. Member’s constituency.

Shii A. M. Thomas: The hon. Mem
ber who is an expert on the invest
ment of foreign capital in this 
covmtry...

Shri C. D. Pande: Russian capital?
Shri A. M. Thomas: I should think 

since he did not get sufficient time to 
speak on the Commerce and Industry 
Demands, he has devoted much of the 
time that he got today to do what he 
usually does on all occasions, when he 
has occasion to speak on the floor of 
the House— t̂o condemn the invest
ment of foreign capital here. I 
thought my hon. friend would refer 
to the speech of Mr. N. C. Chatterjee 
and meet some of the points that he 
raised in favour of the continuance of 
the managing agency sydtem. Every 
Member of this House, and I should 
say the common man in . this country, 
is quite aware of the evils of the mana> 
ing agency system, but I would have 
liked my hon. friend to refer to and 
meet some of the points that my hon. 
friend Mr. Chatterjee raised, viz., whe
ther, in the present state of our indus- 
tri£il growth in our country, we can 
afford to do away entirely with the 
system.

Shri V. P. Nayar: if i had taken it 
up, what will you do for your speech?

Shri A. M. Thomas: Shri Chatterjee 
referred to the great services that 
certain industrial managing concerns 
have rendered to this country.

Shri Matthen: Will you please men
tion some names of the concerns?

Shri A. M. Thomas: For example the 
Tata managing system, and I will be 
referring to some of the fact3 and 
figures that are being disclosed by the

balance sheets of such managing con
cerns. '

Shri B. S. Murthy: What about
Dalmia?

Shri A. M. Thomas: My hon. friend 
referred to the great part that the 
managing agency system has played in 
the field of industrialisation of this 
country. Everybody knows that 
capital is very shy in this cotmtry, and 
it is a matter of common knowledge 
that very few people in this country 
have got the necessary organizing skiU 
to start any industry. My friend Mr. 
Chatterjee referred to certain well- 
established industries like textiles, 
jute, tea etc., which have bp.en the 
result of the management of the mucn* 
maligned managing agency system. 
Though not in the form obtaining here 
in Elngland as well as in America 
there is a sort of managing agency 
system.

Shri Matthen: I question that.

Shri A. M. Thomas: I will be coming  ̂
to that.

Shri V. P. Nayar: He has stated 
with sufficient reservations.

Shri A. M. Thomas: With regard to 
the question of preliminary investi
gation, we know the part that is being: 
played by the managing agency 
system. Mr. Chatterjee referred to the 
substantial investment that has been 
made by the managing agents. He 
referred to the services of the very 
many experts and administrator  ̂ thnt 
the system entertained and it is a 
matter of common knowledge that we 
have had occasions when even the 
Government utilised the services o f 
several experts and administrators 
employed by the managing agentf. 
Then, there is the personal guarantee 
that is usually being given by the 
managing agents, and in order to safe
guard their prestige we know the great 
risks that the managing agents takt,.

Shri Pimnoose: Is it your point of
view that if we do not have the 
managing agency system, we cbuld npt 
have this industrial development etc.?
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Shri A. M. Thomas: As a matter oX 
fact, we know that 80 per ceut of the 
joint stock companies in this country 
is being managed by the managing 
agency system, so that that discloses 
a state of affairs in which people were 
not prepared to come forward on their 
own accord, without resorting to the 
help or initiative of a managing agent 
to start industrial concerns in this 
country.

It is because we are alive to the 
evils of this system—and, as has been 
stated, there are sharks engaged in this 
system—that we have resorted to a 
comprehensive enactment to mend that 
system rather than to end it. In the 
present circumstances, as has been 
pointed out by my friend Shri Altekar, 
it is not practicable or in the interests 
of the country or for the industrial 
growth of this country to do away with 
this managing agency system 
altogether. Referring to the evidence 
furnished before the Company Law 
Committee, they say at page 83.

'The great majority of the wit
nesses who appeared before us 
were anxious to mend and not to* 
end the system.”
It cannot be said that the membtrre 

of the Planning Commission consist 
of any vested interests or the re
presentatives of the manfujing agency 
system. In the Planning Commission’s 
report it is stated:

**The question of Introducing 
improvements in the managing 
agency system is imder the con
sideration of the Government o(
India...”

So, even the Planning Commission 
has only contemplated an improve
ment of the system and not a thorough 
abolition of the system at all. Tn the 
subsequent portions of the Planning 
Commission's report which are ex
tracted by the Company Law Com
mittee. it is stated that the details to 
be worked out for amcndmg the 
system and making it as effective as 
possible and to have this necessary 
evil bereft of as many evils as possi
ble, were left to the Company Law 
124 PJS.D,

Committee which was being cunstitat- 
ed. It has been stated:

‘*The working of the managing 
agency system and the extent of 
the abuses which it has brought 
into prominence during the post 
war period require to be carefully 
investigated before any drastic 
changes in the ^stem are made.'’
So, it is only changes that 'the 

Planning Commission also contem
plates.

“This is being done by the Com
pany Law Conmiittee a* pre?̂ cnt” .
My hon. friend from TfiiPwellah 

asked whether I could give instances 
wherein the managing agency system 
has played welL I have got with n*e 
certain figures wiiich will indicate that 
the managing agents were not exploit
ing and were not appropriating to 
themselves a substantial portion of 
the profits of any company, as has 
been contended by my hon. friend 
from Chira3onkiL An analysis of the 
balance-sheets of a few leading com
panies would dispel such an impre«- 
fiion.

Taking the Tata Iron and Steel 
Company, we find that out of the total 
trade receipts, 41 per cent has been 
paid out for raw materials, stores, 
power, etc.; 30 per cent has gone for 
wages and salaries, including allow
ances; 16 per cent is taken up by taxa
tion and the provision for deprecia
tion and reserves is 6i per cent and 
U per cent respectively. These itans, 
of course, account for a little more than 
94 per cent of the total receipts. Out 
of the balance which works out to
5i per cent or so, 4| per cent sees as 
dividened, and the commission for the 
managing agents works out to a mere 
one per cent or so of the totaL

Shri V, P. Nayar: In record, it is
correct.

Shri A. M. HfcOBUWT Again take the 
case of the Bombay dyeing and leading 
textile units. There also, the figu/e '̂ 
disclose....

Mr. Deputy^peaker. What does that 
one per cent come to?
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Shri A. M. Thomas: We have to re
member in this comiection that even 
for technical skill and supervision, for 
the purpose of starting the steel plant 
in our country, we are prepared to 
give up to three per cent. So, iny sub
mission is that this one per cent, 
which, however, I concede may come 
to a fabulous amount, cannot for a 
moment be said to be out of all pro
portion to the labour or the technical 
skill or the administrative eflficiency 
that the managing agency system 
gives to the industrial concern.

Shri Bfatfhen: The hon. Member just 
quoted the figures in respect of two 
companies. I would invite him to quote 
three more. These are exceptions.

Shri A. M. Thomas: That is the very 
reason why that system is to be inr nd- 
ed and not ended.

Shri T. K. €haudhiiri (Berhampore): 
May I ask my hon, friend to state the 
proportion that this commission bears 
to the total profits?

Shri A. M. Romas: That is the very 
same question which was put to me by 
the Deputy-Speaker. But I have i.ot 
got the figures with me. Detailed 
figures of the proportion paid to the 
managing agents by way of remune
ration in the different industries are 
not available, and I admit that.

fihii M. M. Umgun (Coimbatore): 
May I know the source of your figures?

Shri A. H  Thomas: The sooroe of 
the figures, as I said earlier, the 
balance-sheets of these various com
panies.

Shri N. M. Lingam: The balance-
sheet itself is in question.

Mr. Depnty-Speaker: Order, order,
there not be too many interrup

tions. !
Shri A. If. Thomas: The balance- 

sheets; of some other companies, espe
cially the ones dealing with textiles, 
cotton, jute, silk, printing, cement, 
paper, matches, manganese, limestone 
and tanneris. show that the proportion

paid to the managing agents is be
tween one to two per cent of the total 
income of these companies

I have absolutely no soft corner for 
the managing agency system. My hon. 
friend from Chirayinkil knows that I 
have absolutely no interest either pro
fessional or otherwise in the system 
of managing agents of any company. 
It is only in the interests of the coun
try that I wish to bring forward this 
point of view, namely, that we must 
have a corrective when we deal with 
the system of managing agent*?

We must also remember that in the 
next Five Year Plan, what we have in 
view is to give greater impetus to the 
industrialisation of the country. The 
emphasis that we had laid on the de
velopment of agriculture in this coun
try is going to be shifted to industria
lisation. Several Members have already 
emphasised the fact that several small 
industries should spring up in dilTerem 
parts of the country. It is not enough 
if industries are started in big cities 
like Calcutta or Bombay, but they 
should go to the interior of the coun
try, and several townships should 
spring up. Is it possible for Govern
ment to start industries all over tne 
country and give employment to the 
already swelling population of the un
employed? I would, therefore, say that 
we must approach this question from 
a practical standpoint.

Shri N. M. laBfam: Are the present 
mteirging agents prepared to do tbat?

Shri A. M. Thonas: They may not 
be prepared, but we must create the 
necessary atmosphere.

We have enlarged the scope of inter
ference and check. In place of the nine 
sections which regulate the managing 
agency system under the present l;iw, 
we have got as many as fifty-two claus
es in the Bill; clauses 307 to 359 relate 
to this. This shows that the sponsors 
of the Bill are really alive to the seri
ousness of the problem. That is the 
reason why the very key-note of the 
present Bill is the pattern of tne res
trictions that we have to put on the 
managing agency system.
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Several hon. Members who have 
spoken on this Bill have referred to the 
bulky nature of the Bill. I also share 
in the sense of frustration, so to say, 
which was voiced by my hon. friend 
Shri Vallatharas, who is not here at 
this moment. He is himself a lawyer, 
but he said that it has not been dos- 
sible for him to follow the vaiious pro
visions of this Bill. 1 thought we would 
be getting instead of the very cryptic 
Statement of Objects and Reasons, 
which has been appended to the Bill, 
and the insufficient notes on the claus
es, a hand-book dealing with the nature 
and scope of the present enactment 
and how it varies from the existing 
law. If that were there, it would have 
been possible for more hon. Members 
to take a more lively interest in the de
bate and also participate in this dis
cussion. But now it looks as if the dis
cussion is perhaps going to be confin
ed to a few lawyer Members cl this 
House, and among them toô  perhaps 
the experts in company law. This is a 
legislation of far-reaching economic 
and social importance, and as such the 
various sections of this House oui:ht to 
have been taken into confidence in the 
enactment of a measure of this nature.

However, I do not agree with the 
view entertained by Shri Vallatharas 
that this Bill should be circulated for 
eliciting public opinion thereon.

Shri Nambiar (Mayuram): You
should say, the hon. Member from 
Pudukkottai.

Shfl A. M. ThomMc We must under
stand that there is every need for ex
pediting the passage of this Bill. I 
would not characterise the motion, that 
has been tabled by Shri Vallatharas, 
as dilatory. But I would submit that it 
is inexpe^ent to send the Bill for cir
culation, to invite public opinion and 
thus delay the passage of the BilL

It has been estimated that the total 
number of companies in this country 
is somewhere about 30,000. I have got 
here certain figures showing the trend 
of registration and liquidation in India * 
for the lour years ending with 1952-53

—these figures are taken from govern
ment publications. We find from thes#i 
figures that during the period 1949-53. 
as many as 7,477 joint stock companies 
have been formed, and you will be 
surprised to know that as many as 
3,487 companies involving a paid-up 
capital of Rs. 25,52,92,000 have gone 
into liquidation. That is a very un
satisfactory state of affairs. So, it is 
very necessary that we should have a 
comprehensive Bill as early as possible, 
and do away with such companies 
springing up in abundance which meet 
with only the fate of liquidation.

This unsatisfactory state of affairs 
should be wry seriously viewed, and 
I would say that it is not at all advisa
ble to delay the passage of the BilL 
Sir, I do not by dting these figures 
mean to say that wrecks appear each 
day in our country. But all the 
as many as half the number of cmn- 
panies registered, get wrecked. We 
should therefore, safeguard the inte
rest of the public by putting this legis
lation on the Statute-book as early as 
possible and minimise the number of 
wrecks.

My friend, Shri Vallatharas, said 
that the main reason why the Bill 
shoiUd be circulated was that we had 
not the benefit of opinions from vari
ous State Governments and from seve
ral other organisations when certain 
suggestions were circulated with regard 
to the proq;>ective Bill. But we should 
understand that this company law is 
not a new subject as far as we are 
concerned. We know that even from 
the year 1850 we have been legislating 
in the matter of company formaticm 
and management There have been 
several enactments and occasions have 
not been missed to revise or amend the 
law everytime after it was done in the 
U.K. and our law follows closely the 

' British pattern. And a wise decision 
has been taken by the Government in 
that it has thou^t fit to bring in a 
consolidated, or comprehensive, Bill 
rather than an amending Bill. And 
because the Government has chosen to 
bring in a consolidated, rather than an 
amending. Bill, it should not lead to 
the conclusion that necessarily the Bill
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is to be circulated for eliciting public 
opinion. You will find that even in the 
introductory chapter of the Company 
Law Committee report it has been 
stated that the various points— ŵhich 
have been raised by my friend, Shri 
Vallatharas— ĥave been met in the 
very same report. It has been stated 
that the reports of Messrs. Dwarkadas 
and Thiruvenkatachari formed the sub
ject of  ̂ detailed departmental scruti
ny in the old Ministry of C >mmerce 
and later on a memorandum was cir
culated to the State Governments and 
other bodies for eliciting their opinion 
and comments on the proposed legis
lation. You will note that the Commit
tee itself has not spared any paing to 
take evidence and to hear all sorts of 
representations and the labour that the 
Committee has taken is tome out by 
the contents of this report itself. It 
has been stated;

“ A large number of witnesses 
were examined, a full list of whom 
is given in Appendix I to this Re
port. In view of the opportunity 
which the repfiresentatives of trade 
and industry and the general pub
lic had already had of expressing 
their views on the subject, the 
Committee did not consider it ne
cessary to issue a formal qaestion- 
naire, but in a communication ad
dressed to the chambers of com
merce and other trade and indus
trial associations, whose represen
tatives were invited to appear 
before the Committee, our Mem- 
ber-Secretary informed them that 
in the evidence which they mii^t 
lead before the Committee, they 
need not confine themselves to the 
topics specifically mentioned in the 
Commerce Ministry Memoran
dum.^

that it is not at all necessary to 
send the Bill for circulation.

When we enter into the details of the 
criticisms that have been advanced 
igainst this Bill, wliat we have to con
sider is that we have, as a matter of 
fact, adopted what we loosely term as
9 'miaced economy’ and the private

sector has got an established place in 
that, so that there is no use saying 
that we should have the private sector 
and at the same time strangle it. Pri
vate enterprise and initiative as a 
recognised element in the economic 
concept of the nation has been ac
cepted in the resolution on industrial 
policy adopted as early as 1948.

Bir. Depaty-Speaken Has anybody 
disputed it here?

Shri A. M. Thomas: So that, Sir,
what I want to urge is......

Mr. Deputy-Speaker: Private indus
try does not necessarily mean mana^ 
ing agency. That is all that was said.

Sliri A. M, Thomas: I have already 
dealt with that, that in the existing 
state of things we should necessarily 
have to continue this system for at 
least some time with such effective 
checks as are possible in the circums
tances of this case, and those effective 
checks are provided by this Bill. I 
should say that we have only erred 
even on the side of caution rather than 
on the side of carelessness when we in
corporated in this Bill the several pro
visions which do away with the evils 
of the managing agency system.

So that what I was urging was that 
we can have a law which is so stringent 
that it is effective and can prevent any 
activity which will even remotely come 
within the frightening scope of the 
provisions of this Bill. We must re
member that an enactment of this kind 
should not be a prohibitive or restric
tive law, but it has to be a creative 
law. That must be the approach that 
we have to make. Company formation 
is not a natural function, and it has 
not been a natural fimction at all in 
this country. Prom certain figures I 
have got relating to a period some two 
or three years back, there are as many 
as 99.000 joint stbck companies in the 
U. K. whereas we have got, as I have 
already stated, only about 30,000. Com
pare the population of this country with 
the population of the U.K.. and also the 
vastness of tWs country. There have



6i2i Companies Bill 29 APftlL Companies Bill 6i22

been instances of mismanagement and 
abuse of powers by entrepreneurs, 
managing agenci^ and businessmen, 
but a large proportion of them, I should 
say, arises from the lack of vigilance 
on the part of shareholders and ths 
failure on the part of shareholders to 
put into effect even the few provisions 
which are in the existing law. So that 
I should blame more the shareholders 
and the public in not being vigilant, 
and giving full play to the evil effects 
of the managing agency system.

Shri Nambiar: Apart from their los
ing money, you blame them also.

Shri A. M. Iliomas: We have to
bear in mind that although there 
are several evils in joint stock forma
tion and enterprise, the profits and 
risks are distributed among as 
large a population as possible. So that 
when people are not prepared, when 
big capitalists in this country are 
not prepared, to take risks, the only 
way in which the necessary capital 
can be found is by starting joint 
stock concerns.

Sir, I do not want to take the time 
of the House by going into the details 
of this Bill at this stage, but I would 
like to anticipate my friend who is 
not here, Dr. Lanka Sundaram. On 
more than one occassion, the hon. 
Finance Minister has said that he 
may consider the possibility of 
having a sei>arate chapter in this Bill 
relating to the companies which are 
being formed by the State. Under 
the Production Ministry, there are 
several State undertakings. I con
cede that this law mainly wants to 
deal with the private sector. But 
even then, we have delil>erately 
chosen the system of forming limited 
companies with regard to several in
dustrial undertakings that the State 
has launched. It is very difficult to 
know how the provisions of this Com
panies Bill will affect them. Once 
they are formed into companies, we 
would expect that the provisions of 
this Bill also would be applicable to 
them. But it is very difficult to un
derstand how, in view of the forma
tion and starting of suph companies

by the State and in view of Uie 
memorandum and articles of associa
tion of these companies which have
been formed, it is possible to apply
the provisions of this Companies BilL 
I should think that the Government 
was itself alive to that; that may be 
the reason why the Finance Minister 
has said that he would consider the 
necessity of having a separate chap
ter to deal with such companies in 
this Bill. I think that he would at 
least refer to that since it has been 
raised more than once. I wish he 
referred to that in his opening speech 
when he wanted this Bill to be taken 
into consideration. I would urge on 
the hon. Finance Minister to state 
categorically what exactly the posi
tion of the GU>vemment is with re
gard to these companies which have
been formed as joint stock com
panies— t̂hat is the State undertakings.

I would like to refer to one very 
important point which has been men
tioned by my hon. friend, Shri Chat- 
terjee. That aspect was raised by 
Shri Barman also.

Mr. D epntjS tM er: The hon.
Member has taken 25 minutes.

Shri A. M. Thomas:
five minutes more.

I will take

»Ir. Depoty-Speaker: Hereafter I
am going to allow only 15 minutes.

Shri A. M. Thomas: Shri Barman
also referred to this point, namely 
acceptance of the j^posal to have 
a separate autonomous Central orga
nisation to deal with the administra
tion of Company Law. The Commit
tee itself has reported on the neces
sity of that. I should say that the 
arguments advanced by the hon. Fin
ance Minister for having a separate 
organisation under the Ministry of 
Finance, Depax*tment of Economic 
Affairs, rather than an autonomous 
statutory body are not at all con
vincing. I would say that by so many 
clauses—clauses 17, 18, 19, 197, 219, 
221, 222, 226, 228. 229, 231, 252, 273, 295, 
and 302—sweeping powers are to be 
given to the Government. Knowing 
as we do the working of the Govern
mental machinery, we think that it
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might lead to many abuses. It is like
ly that these powers may be exercis
ed in a bad way. It may also be 
taken note of that when vast powers 
are given by any enactment whether 
it iSs in the interests of the country 
or the public not to have the limits 
t'j such exercise of that power or the 
criteria which will be adopted in the 
exercise of that power. They are 
also not prescribed by this legislation. 
The abuses could to a great extent be 
got rid of by having an independent 
tribunal and leaving the administra
tion to it.

My hon. frirad, Mr. Barman, sug
gested that it is advisable to have re
presentation of the minority among 
the shareholders in the Board of Dir
ectors. That will be a very danger
ous piece of suggestion to adopt; that 
will lead to great friction in the ma
nagement of the company and will 
lead to a great deal of litigation. We 
know the results. There will not be 
smooth working of the company*s 
affairs. There are ample safeguards 
in the Bill itself by which any share
holder can go to a court of law and 
have his grievances remedied. I doubt 
the necessity or advisability of hav
ing some members on the Board who 
may not be connected with the indus
try or con^>any or who may not be 
having any pecuniary interest in the 
company. That would also curb pri
vate enterprise if a person who has 
nothing to do with the affairs <rf the 
company or any proprietorship in the 
company is to have a dominant voice 
in the day-to-day management of the 
company. It is not at all advisable. 
We would have to be satisfied with 
other restrictions and prt)visions 
which are provided in the BilL

With these words, I support the 
motion that has been moved by the 
hon. Finance Minister.

Shri C. D. Paade: In the course
of his speech yesterday, the hon. Fin
ance Minister made an observation. 
He quoted Lord Cohen of England. 
That quotation was very apt and pro
per. I wish that we could have such

an able and honest service in this 
country. He said that for a compre
hensive Company Law, an able civil 
service is required. ,

1 p. M. -

Sir, I look the entire legislation 
from a different point of view. I hold 
that the greater the control of interfer
ence with the private sector the 
greater is the likelihood of vexation 
to the industry arid hampering the 
progress of that sector. We have 
seen through our experience for the 
last fifteen years, that is since the 
outcome of the war, that as the con
trols grew more and more there was 
greater hold on the every-day life of 
the public and more so on the life of 
the businessmen and industrialists. As 
a result they came in contact with the 
officers, and therefrom begins the 
mischief. What I mean to say is that 
there should be the least contact bet
ween the official madunery and those 
who make money. Corruption is bred 
only where you have got the authori
ty and they have got the money and 
both are brought together. They come 
to you for permits, for your consent 
to have a company floated. You are 
an officer and you have the power to 
do it or not to do it. Then he goes 
on dancingl attendande on you. He 
has various means of influencing you. 
The entire Secretariat, to my mind, 
is surrounded by the big business or 
by their agents. And if there is 
greater control than there is today, I 
am sure the condition cannot be ima
gined. It is our duty that we provide 
against such possibility.

The man who will be in charge of 
this vast organisation to control the 
every-day lifle of every company in 
this country, that man will be more 
powerful than the Finance Minister 
himself, I shudder to think that this 
Parliament with all its authority will 
not be in a position to curb the wil
fulness of that officer. So I beseech 
the hon. the Finance Minister, not to 
create a machinery which has got the 
power to interfere in every detail of
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the business. If it is your intention  ̂
to have such all pervasive authority, 
it is better that you make up your 
mind and say that henceforward there 
will be no private sector. There has 
been an attempt to prove that there 
are managing agents who are doing 
all sorts of mischief and are playing 
tricks with the public finance and 
pubUc capital. It does not need any 
effort to prove that. The catalogue of 
evils can even be increased to any 
length. Mr. V. P. Nayar quoted from 
Ajit Roy. a communist author who has 
written a thesis, because he could not 
get figures from oflBcial sources. 
Anyhow he has given some figures. I 
can multiply these figures for the mis
chief done by these people (An Hon. 
Member: Do that). But this is no so
lution. The question is whether you 
want to keep private incentive or not 
The entire moral standard of the 
country is reflected by honesty or 
dishonesty of our business community 
and public servants. The officers are 
there. They belong to the same com
munity, to the same land as you and 
I. Businessmen also belong to the 
same land. Most of us are eager to 
be rich ourselves, but luck has not 
favoured us. We should avoid put
ting temptation to such persons who 
wield authority and who hav3 no 
means at their command to lead an 
honest living.

Shri Altekar: What is the hon.
Member^t remedy?

8hH 0. D. Pttkte: I will come to 
that at proper time. The main attack 
has been on the managing agency. 
But nobody has so far said what is 
the alternative. If private sector has 
to be* managed, there must be some 
agency. After all, business does not 
spring up by itself. There must be 
some man who takes the enterprise to 
bring capital, labour, machinery, 
ever3̂ in g  together to produce wealth. 
The alternative to a managing 
agency is a managing director. Then 
are you sure that if it is left to one 
single individual, instead of to a cer
tain firm ofl individuals who may 
form the managing agency, the single

managing director will show greater 
honesty and promote better morals 
of the business community in a great
er degree? I have no illusions ox that 
type. Many of the hon. Members 
might be knowing that even today 
there is a provision in law which for
bids that no insurance companies can 
be managed by a managing agency. 
They are managed by a Board of 
Direciiors and a managing director. So, 
is the case with banks. Insurance 
companies and banks are necessarily 
the two biggest financial institutions 
in any country. These can do much 
more mischief ttian a cotton company, 
textile concern or a jute concern. So 
if you are prepared to put hundred 
crores of rupees in the hands of a 
managmg director, howsoever big he 
may be, do you think that he will 
handle it better than others. I can tell 
you, there have been cases of manag
ing directors who have mishandled 
the bank’s money to a greater extent 
than any managing agency firm has 
done of the money given to them by 
any industrial undertaking.

 ̂ Mr. Depoty-Spcaker: Does the hon.
• Member suggest that even for banks 

and insurance companies, there must 
be managing agents?

Shrl C. D. Pande: No, what I say is 
this, that mere abolition of manag
ing agency is no cure. Therefore, If at 
all you are prepared to keep private 
sector, then you have to tolerate this 
system and titterfexie less in its work
ing.

... Start May I ask. Sir, if
insurance companies and banks can 
continue and still live without any 
managing agencies, why on earth 
should there be any managing agencies 
for other business?

Shrl C, D. Pande: What I wish 
to impress upon this house is ihat 
because there have been greater 
frauds involving greater sums of 
money in banking business and 
insurance companies have diverted 
greater sums of money to their own
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interests, therefore, to put a manag
ing director in the place of manag
ing agency, is not a solution to the 
problem.

Shri Mohiuddin: Have there been 
any instances of fraud in banks 
recently?

Shri C. D. Pande: There have been 
many instances. Those who come 
from Bengal should know how the 
insurance company’s funds are 
diverted lor financing the concerns 
they are interested in. I think 
there are ever so many cases which 
can be quoted particularly in regard 
to banking concerns.

Shri Matthen: Then, should there 
ba managing agents for banks and 
insurance companies? ,

Shri C. D. Pande: I do not know
why this question is being asked 
again and again. You should have 
neither managing director nor manag
ing agency, if you can help it. In that 
case you rather abolish the entire 
private sector than interfere with 
their natural growth. That is 
I feel is necessary to avoid corrup
tion.

Shri V. P. Nayar said that there is 
one managing agency for Bird & 
Company, Jardine-Henderson, An
drew Yule and Company and many 
others. He mentioned several names; 
I can give a greater list than that. 
He said that one managing agmcy 
firm manages 50, 60 or even 70 con
cerns. Now, this in fact, is cheaper. 
The managing agency system in 
that context is cheaper than to have 
60 or 70 managing directors, because 
the managing directors of such big 
concerns get Rs. 10,000 and Rs. 15,000 
a month as salary all found, then 
entertainments, big house, big cars 
and so on. Perhaps one managing 
director alone would cost—in a big 
bank like the Central Bank of India 
or the Punjab National Bank—to the 
extent of Rs. 4 lakhs. Are yau pre
pared for this instead of one company 
managing 60 concerns where the ex
penses may be Rs. 1 lakh each?

I am giving this just as an indication 
that managing directorship is no sub
stitute to do away with the evils of 
managing agency system. There
fore, the best that you can do is to 
make safeguards. Do not frighten 
away the private sector, as Mr. 
Thomas has just said that in the last 
four years, 7000 companies came in
to existence and out of that 3000 
went into liquidation involving a 
capital of Rs. 25 crores.

Shri A. M. Thomas: Not out of
7000; I said that the number of com
panies that went into liquidation 
happens to be 3000. '

Shii C. D. Pande; I C8D assure you 
that if you scrutinise the list of these 
3000, you will find that many of 
them wiU not be found to be mang- 
^  by managing agencies because it 
is the look-out of the managing 
agencies to carry on the concerns 
they take up. Once they take up a 
concern they are very reluctant to 
let it go into liquidatioD as long as 
they can help it. It is only new
comers, the small ventures, which 
float companies and then let them go 
into liquidation. It is very easy to 
create prejudice; it is very diflftcult f 
to create new entrepreneurs, new 
agencies, which will do business, 
which will inspire the confidence of 
the public. Suppose the Tatas float 
a company today. Even the poorest 
man is prepared to pay Rs. 10/- and i-, 
take a share. If I, C. D. Pande float " 
a company tomorrow, not a ningia 
rupee will come.

Some Hon. Members: No, no.
Start C. D. Pande: Neither have I 

the money to meet the initial ex
penses of investigation; nor can I , 
sepd a telegram to collect any in
formation. I do not know where 
the Registrar’s office Is. I do not 
know even the elementary princi- 4 
pies of how a company is formed. ' 
What I want to impress is this that 
here are certain persons who have 
specialised in this line. There may 
be 1000 or 2000 persons in this
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country. You can curb tbeir activi* 
ties by such legislation as you have 
:aken up and it is aiso necesaary as 
this Act purposes to do. I whole
heartedly support the main provi
sions therein. But, at the same 
time, I beseech the hon. Finance 
Minister to bear this in mind. He 
must see whether the result of this 
legislation will be to increaae the 
tempo of invertment in this coimtcy 
or whether there will be a lesser 
number of people who will venture 
in new fields. Today people think 
that within the last four or five
years, so many companies and so 
many new managing agencies have 
come into existence. They are mis
taken. Within the last four or five 
years, not a single big business has 
come into existence. No big manag
ing agents are coming forward with 
any proposals because they are now 
afraid of the everyday happenings 
in this House and the prejudice
that the entire public is displaying
towards them. If you want to
aggravate this situation, do by all 
means. But, be prepared for this: 
the private indust^ will not touch 
anything in the future. If you want 
that they should sit idle and not 
carry on what they have been doing 
so far, that will be to the detriment 
of the country and Five Years Plan.

What I was alluding to in the 
beginning was tiie official interfe
rence in the companies* working. 
If the hon. Finance Minister can 
give me three assurances, I will say, 
give more powers to yours offlcers. 
The three assurances are these. 
Take for example income-tax re
fund. Suppose somebody has got an 
income-tax refund of Rs. 3 lakhs. II 
he can assure me that this money wUl 
go to the refundee without reminder, 
without out going to the Secretariat 
and moving round there, that would' 
be a great satisfaction. I can tell him 
that in no case the refund goes to the 
refundee without moving about. He 
has to go, and canvass, make all 
sorts of attempts to get the money 
back which is due to him.
124 P.S.D.

Shri C. D. Datamdili: A s
tion bas to be made.

Paadtt K. C. CRi«rau (Meerut 
Dixtt—South): That is the begiiiD- 
ing.

Shri C. D. Pmde; If the applica
tion is sent Igr post, I ttiink it will 
not be e v ^  acknowledged, much 
less will the money be refunded.

The second assurance that I want 
is this. Suppose you are in a trade 
and you want an import licence. 
You send an application for an im
port licence to the Calcutta office 
and you are entitled to it. Without 
any attempt, without any canvass
ing, will the import licence come to 
your door by post? I am sure, the 
hon. Finance Minister will not be in 
a position to assure that such a 
thing could happen.

Mr. D^ty-Speaker: Is the grant 
of import Ucence a part of the com
pany law?

Shri C. D. Pande: I am referring 
to the effciency, sympathy and the 
attitude of the officers to those who 
are doing business. That is the 
point to be considered. If he can 
give an assurance that any man who 
is in business can do business with
out coming into contact with the 
offici^ world, that would be a great 
happy day. and from that day, ttiere 
will be no corruption, no black- 
marketing.

Shri C. D. Deshiankh: What is the 
third?

Mr. Depaty-Speaker: Let the hon. 
Member suggest that the Govern
ment of India should be converted 
into a private limited con.pany.

Siui C. D. Faade: You have put it 
so nicely. It comes to this. The 
Government of India has co assume 
all business activities to themselves 
because others find it so difficult and 
that without taking recourse to 
corrupt means, they cannot do it.

Seally speaking, we are ignorant 
m our zeal, in our dislike and in our 
prejudices towards the rich, that we 
ignore this side althogether, that
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there are businessmen who say: 
“What is the use of a businessman to 
come to the Secretariat?” They are 
not fond of wasting their money. If 
they come and spend more than is 
necessary, why should they do it, be
cause they find handicaps, difficul
ties?

Shri T. N. Sinirh: With riches, does 
law-abidingness come naturaUy?

Shri C. D. Pande: Nobody abides 
by law naturally.

Some Hon. Members: Time is up.
Shri C. p .  Pande: Then, I will re- 

simie tomorrow. I have spoken 
only for about 12 minutes. I would 
like to continue for ten minutes 
more tomorrow.

The House then adjourned till a 
Quarter Past Eight of the Clock on 
Friday the 30th April, 1954.




