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ipOMPANIES BILL—Contd.

Clauses 323 to 367

Mr. Speaker:  The House will now
resume  further  consideration  of 
clauses 323 to 367 of the Companies 
Bill,  Out of 8 hours allocated  to 
these clauses, about half an hour has 
been availed of on 3rd  September
1955.  The House has already decided
io sit one hour longer today.  So, 
«iie House sits today till 6 p.m .

The list .of selected amendmants  to 
clauses 323 to 367 is as follows. The 
list has already  been circulated  to 
Members on the 3rd September.

Clause 323—893,  894, 895, 896, 822,
930, 931,  932, 823, 824,

.  371 (Govt.), 825.

Clause 323A—897, 898.
(new)

Clause 324—132,  47(1 (Govt.)

Clause 325—969,  826, 900, 827, 828,
829, 970,  830,  831, 832,
833, 834,  835.

Clause 326—933.

Clause 327—103, 935 (same as 103), 
934, 104, 936 (same us 
104), 937, 836, 837, 1J3.

Clause 328—838.

Clause 329—471 (Govt.),  904,  234,
839.

Clause 330—472 (Govt), 906.

Clause 331—907,  908, 437, 909,  910,
911,  912, 913, 971,  914,
972, 106.

Clause 333A—939.
(New)

Clause 335—940,  134, 840, 135,  107.

Clause 336—841,  136, 842, 137,  843.

Clause 337—844,  917, 941 (same as
917).

Clause 339—138.

Clause 343—662 (Govt.).

Clause 344—845, 846, 663(Govt.).

Clause 345—664(Govt.).  847,  942,
877, 848, 943, 878.

Clause 347—918, 919, 944, 665(Govt), 
807, 879.

Clause 348—666(Govt.),  880,  881.
945, 882, 849, 946, 850, 
947, 851, 948.

Clause  349—667(Govt.),  494, 668

(Govt.), 950, 852, 951- 
(same as 852).

Clause 351—669 (Govt.),  920,  S6̂
883, 953.

Clause 352—670«3ovt.),  884,  921,
922, 923, 885, 924.

Clause 353—671 (Govt).

Clause 354—954.

Clause 355—955.

Clause 356—975,  672(Govt.),  926,
976,  673 (Govt.),  854,
958, 927, 674(Govt.).

Clause 358—855,  675(Govt.),  977,
978,  856,  676 (Govt.),
979, 980.

Clause 360—857, 858, 677(Govt.).

,  Clause 361—960, 961, 928.

Clause 366—929, 981, 982.

Clause 366A—859.
, (New)

Clause 323— (Power  of  Central 
Government to notify etc.)

Shri  Sadhan  Gupta  (Calcutta. 
South-East): I beg to move:

(1) Page 171,

for clause 323 substitute:

“323. Every managing agent to 
cease  functioning  by ŝt  De
cember, 1958.—Every  managing 
agent shall cê 6 to function as 
such  on  31st December,  1958, 
unless he ceases so to function 
at an earlier date.”

(2̂ In the amendment proposed by 
me, printed as No. 893 in this List.

fof “31st December, 1958” substitute 
“15th August, 1960”.
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[Shri Sadhan Gupta]

(3) Page 171,

for clause 323 substitute:

“323. Every managing agent to 
cease functioning by 31«t Decem
ber, 1958.—Every managing agent 
shall cease to function as such on 
the 31st December, 1968, unless he 
ceases so to function at an earlier 
date:

Provided,  however,  that  the 
Central Grovernment may, by noti- 
ficatî in the  Official  Gazette, 
permit the continuation of manag
ing agents, wholly or in part, in 
such class or description of indus
try or business as may be speci
fied in the notification:

Provided further that the rea
sons tor the granting of such per
mission 3baU be recorded in writ
ing in the said notification.”

(4) In the amendment proposed by 
me, printed as No. 895 in this List,

for “31st December, 1958” substi
tute “15 Au t̂, 1960”.

Shri Tulsidas (Mehsana West): J beg 
to move: '

Page 171, lines 6 and 7,

for “such rules as may be prescribed 
in the behalf” substitute “sub-section
(3) below.”

Shri Sadhan Gupta: I beg to move:

(1) Page 171, Une 17,

for “three years” substitute “one 
year”.

(25 Page 171, line 17,

for “three years” substitute “two 
years”.

(3) Page 171. line 19,

for “later” substitute “earlier”.

Dr. Krî naswami (Kancheepuram):
I beg to move:

Page 171,  ‘ ^

for lines 24 to 26 'substitute:

(3)  Copies of all  notifications 
issued under  sub-section  (1)

shall as soon as may be after thev 
have been issued be, laid before 
each House of Parliament;

(4)  All rules made under sub
section (1) shall be laid before 
each House of Parliament for not 
less than fourteen days as soon 
as possible after they are made 
and  shall  be  subject to su*'h 
modifications as Parliament may 
make during the session in which 
they are so laid.”

Shri Tulsidas:  I beg to mov.

Page 171,

for lines 24 to 26 substitute:

“(3) The notification under sub
section (1) shall not be made un
less made by a Committee ap
pointed for the  purpose by the 
Central Government to make an 
investigation, and unless, further 
such  recommendation has been 
approved by both the Houses of 
Parliament.”

The  Minister  of  Finance  (Shri 
C. D. Deshmukh): I beg to move: 

Page 171, line 26,

for  “each  House  of  Parliament’̂ 
substitute  “both  Houses  of Parlia
ment”.

Pandit '  Thakur  Das  Bharffarit
(Gurgaon):  I beg to move:

Page 171, 

after line 26, add:

“(4) This section shall not ap
ply to companies  where in the 
ppinion of the Central Govern
ment or on enquiry at the de
mand of the managing agents of 
the companies  concerned,  the 
Government finds that the mana« 
ging agent has  been  working 
satisfactorily and is  likely  tô 
achieve optimum conditions con
formable to the provisions of the 
Act before his term of office ex
pires or before the 15th August*. 
i960, as the case may
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• '

Sliri Sadhan Gupta:  I beg  to
mov«:

provisions applicable thereto im
mediately before such commence
ment  [including  any provision 
contained  in the  Indian Com
panies Act,  1913  (VII of 1913)3, 
expire on the 15th day of August
1956.”

Clause 525.— (CetUrxU Gavemment 
to approve of appointment etc.)

Sl̂n K. K. pafiu  (Diamond  Har
bour):  I beg to move:

Page 171,

(i) line 39, after “managing agent" 
insert “or its directors”; and

(ii) line 42, after “managing agent*̂ 
in&ert ̂‘or its directors”.

Shri Tulsidas:  I beg to move:

Page 171, line 40,

for ’̂accorded” substitute “refused***

Shri  Sadhan  Oupta:  I  beg  to
move:
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(1) Page 171, 

after line 26, i?wert:

“323A. Companies  engaged in 
certain classes of industry not to 
have managing  â nts,—Notwith
standing  anything  contained  in 
section 323, no company engaged 
in the manufacture or sale of any 
cotton or  jute  textile, electrical 
goods or equipments, or the gener 
ation or supply of electricity, or the 
extracting or sales of any mineral 
or in any  plantation  industry 
shall be managed by a managing 
agent after the 31st  December, 
1958, or the expiry of tJie term of 
the  existing  managing  agent, 
whichever is earlier”.

(2) In the amendment proposed by 
me, printed as No. 897 in the list,

for “31st December, 1958” substi
tute “15th August, 1960”.

Clause 324.— {Managing  Agency 
Company etc.)

Shri Rane (Bhusaval):  I  beg  to
move: ■

Page 171, line 36,

add at the end:

“and the liabilities incurred dur
ing the period of such contraven
tions shall not be  enforceable in 
law.”

Shri C, D. Deshmufch:  I  beg  to
move:

Page 171,

after line 3e, add:

(4)  Where at the  commence
ment of this Act a company having 
a managing agent is itself acting 
as a managing agent of any other 
company, the term of office of the 
company first mentioned as ma
naging agent of the other com
pany jjhall, if it does not expire 
earlier in  accordance with  the

Page 171, line 43,

after “company” insert “by special 
resolution”.

Dr. Krishnaswami: I beg to move:

Page 172,

omit lines 1 to 12.

Shri Tulsidas: I beg to move:

Page 172,

for lines 1 and 2 substitute:

“(b) unless the Central Govern
ment  have  not  refused  such 
ap̂intment  or  re-appointmei3t 
under sub-section (2).”

Pandit Thakur Das Bhargava: I beg
to move:

Page 172,

for lines 1 and 2 substitute:

“Cb) unless the Central Govern
ment  has  disapproved  such 
appointment or r̂appoinlaaent for 
reasons mentioned ̂  sections 266 
and 273 relating to directors as if 
theoimUms  of  the  managinc 
agency were directors ”
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Shri K. K. Base: I beg to move;

Page 172,

after line 2, add:

“(c) unless the approval of  the 
Central Government is obtained 
as to the appointment of the direc
tors on the ground that they con
form to the qualifications as may 
.be laid down by the Central Grov- 
emment for such directors pro
vided however the Central Gov
ernment may lay down different 
qualifications for the directors of 
L ̂iie mnnaging agent dealing  in 
different types of industries.”

Pandit Thaknr Das Bhargava: I beg

to move:

Page 172,

omit lines 3 to 12.

Shri Tulsidas: I beg to move:

(1) Page 172, line 3, 

for “accord” siibstitute “refuse’*.

<2) Page 172, line 5, 

for “against” substitute “in”.  ,

(3) Page 172, line 6,

after “managing agent” add “and".

(4) Page 172, line 7,

after “proposed is” insert “not”.̂

<5) Page 172,

omit lines 11 and 12.

Clause 326.—(Application of sections 
 ̂ 327 to 330).

.̂ Shri Sadhan Gupta: I beg to move:

‘Page 172,

after line 17, odd:

‘*(c) any other private company 
unless it is specifically exempted 

j by the Central Government”.

Clause 327.— (Term of office ofSnan- 
aging agent,)

Shri M. S. Gurnpadaswaiity • (My
sore): I beg to move:  '

Page 172, line 2S, ^

for “fifteen years;” **tea
years”.

Shri Sadhan Gupta: I beg to move:

(1) Page 172, line 23.

for “fifteen years” substitute “ten 
years”.

(2) Page 172, Hne 23,

for “fifteen years” substitute “five 
years”.

Shri M. S. Gurupadaswamy: I beg
to move:

Page 172, line 25,

for “ten  years” substitute  “fiv* 
years”. .

Shri Sadhan Gupta: I beg to move:

(1) Page 172, line 25,

for “ten  years” substitute  “five 
years”.

(2) Page 172, line 27,

for “two  years” * substitute  “one 
year”.

Shri Tulsidas: I beg to move:

.  (1) Page 172, line 42.

omil “entire”.  ,

(2) Page 172, line 43,

for “is made” substitute:

“is in excess of the terms laid 
down in sub-section (1) abov«.”

Shri Rane: I beg to move:

Page 172, line 43,

add at the end:

“and liabilities incurred during 
the entire term shall not be en
forceable in law”.

Clause 328.—(Variation of managing 
agency agreement)

Pandit Thakur Das Bfaargava: I bê
to move:

Pages 172 and 173,  •

for clause 323, substitute:
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“328.̂ The terms of the manag
ing agency agreement when once 
approved by the general meeting 
of the company while appointing 
or reappointing them and approv
ed by the Central Government, 
shall not be varied during  the 
term of the agreement unless by 
mutual consent of the managing 
agent and the company.”

Clause 329.—(Term of office of exist
ing managing agents etc.)

Shri C. D. Deshmukh:  I  beg  to
move;

Page 173, lines 10 to 12,

for “expire on  the 15th  day  of 
August, i960, unless before that date 
he is re-appointed for a fresh term 
in accordance with any provision con
tained in this Act” substitute:

“(a) except in the case specified 
in clause (b), expire on the 15th 
day of August 1960, imless before 
that date he  re-appointed for 
fresh term in accordance with any 
provision contained in this Act; 
and

(b)  in case the company afore
said is itself acting as managing 
agent of any other company, ex
pire on the 15th of August 1956.”

Shri Sadhan Gnpta; I beg to move:

Page 173, lines 10 to 12,

omit “unless before that date he is 
re-appointed for a  fresh  term  in 
accordance with any provision  con
tained in this Act”

Shri Asoka Mehta (Bhandara):  I
beg to move:

Page 173, lines 10 to 12,

omit “unless before that date he is 
re-appointed for a fresh  term  in 
accordance with any provision con
tained in this Act.” '

Pandit Thaknr Das Bharrava: I be#?
to move:

Page 173

after line 12, odd:

“(2) This section shall not apply 
to companies where, in the opinion 
of the Central Government or on 
enquiry at the demand  of  the 
managing agent of companies, the 
Government finds that the manag
ing agent has been working satis- 
*factorily and is likely to achieve 
optimum conditions  conformable 
to the provisions of the Act before 
its term of office expires or before 
the 15th August, 1960, as the case 
may be.”

Clause 336.— (Application of Act to 
existing managing agents)

Shri C. D. Deshmnkh;  I  beg  to
move:

Page 173, 

omit lines 19 to 24.

Shri Sadhan Gupta: 1 beg to move: 

Page 173,

omit lines 19 to 24.

Clause 331.—(No person to be manag
ing agent of more than ten 

companies etc.)

Shri Sadhan Gupta: I beg to move:

(1) Page 173, line 29,

for “1960” substitute "1958”.

(2) Page 173, line 30,

for “ten companies” substitute “five 
companies”.

Shri Ramachandra Reddi (Nellore): 
I beg to move:

Page 173, 

after line 30, add:

 ̂ “Provided that a person h-̂iding 
’ office as managing agent in more 
than 10 companies as on 15th Aug
ust, 1955 shall not be required to 
reduce his managing agency to 10 
companies.”

Shri Sadhan Gupla: I beg to move;

(1) Page 173,  %

after line 30 insert:
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“Provided that if any  person 
holds office at the same time as 
the managing ageni of more than 
one  company, the number of the 
companies shall be such that the 
block 9apital of such companies 
shall not in the aggregate exceed 
five crores of rupees”.

(2) Page 173,

after line 30 insert:

“Provided that if any  person 
holds office at the same time  as 
the managing agent of more than 

,  one company, the number of the 
compuiîes shall be such that the 
block capital of such companies 
shall not in the aggregate exceed 
ten crores of rupees”.

(3) Page 173, line 35, 

for “ten” substitute “five”.

(4) Page 173, line 35,

after '‘number” inĝ

“or, as the case may be, in res
pect of such number of those com
panies exceedinjg  one  but  not 
exceeding five the block capital (ft 
TVl̂h does in the aggregate ex
ceed five crores of rupees”.

(5) In the amendment proposed by 
me, printed as No. 912 in the List,
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substitute  “tenfor “five crores” 
cr<̂es”.

Shri K. K. Basu: I beg to move: 

Page 173,

A after line 35, add:

“(2A) In the c  ̂of the manag
ing agents working at the com- 
n)£n<;gineiit oi this Act, number 
Qf companies managing will be 
calĉlated on  the  b̂is of the 
companies such managing  smarts 
were m̂ aging on the 1st ApiiL 
1953.”

Slix? &ulhan  I beg tft move:

Page 173,

omit lines 39 and 40.  ,

Shri K. K. Basu: I beg to move:

Page 173, lines 39 and 40,

for “which is neither a subsidiary 
nor a holding company of a public 
company” substitute “if it is exempt̂ 
ed by the Central Government”.

Shri Bogawat (Ahmednagar South): 

I beg to move:

Page 174, line 8,

for “one thousand rupees” substitute 
“one hundred rupees”.

NjBW Clause 333A

Shri Sadhan Gapta: I beg to move:

Page 174, .

after line 36, insert:

“333A. Tax evader not to  act  as 
managing a9ent.— (1) If  in  respect 
of—

(a) any person,

(b) any firm or. afty partner there
of,

(c) any public company  or  any 
director thereof,

(d) any private company or  any 
member or director thereof,

any court or tribunal or other autho
rity arrives at a  finding that such 
person, firm or partner thereof, body 
corporate, director or member there
of, as the case îay be, has concealed 
the pîicul̂ or  has  deliberately 
furnished inaccurate  particulars  of 
such income or if such person, firm 
or partner, body corporate or director 
or ipember thereof, has evaded pay
ment of taxes under any law or has 
been convicted for any offence under 
any such law, then in cases referred 
to in clause (a), the individual,  in 
clausae (b), the firm as well as each 
paftner thereof, in clause (c),  the 
company or every dtector thereof, in 
clause (d), the company, each direc
tor and each 'member thereof,  shall 
be disqualified for appointment or for 
acting as managing  ageît  of  any 
company
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(2)  This section shall apply  not
withstanding any want of jurisdiction 
in the court or the tribunal or  the 
other authority on account of  any 
technical defects in its constitution or 
composition.”

Clause S35.—(Vocation of office etc.) 

Shri Sadhan Gopta: I beg to move: 

Page 175,

ôr lines 15 to 17 substitute:

“is convicted by a court in India 
of any offence under this Act or 
under the Indian Companies Act of 
19S6 or of any offence involving 
moral turpitude”.

Shri Rane: I beg to move-.

Page 175, line 16,

after “offence” insert: *

“involving moral turpitude and 
a non-bailable one”.

Pandit Thakur Das Bhargava: 1 beg
to move:

Page 175, line 16, 

after “offence” insert:

‘‘involving mbrad turpitude”.

Shri Rane: I beg to move:

Page 175, line 17,

for “six months” substitute  “two 
years”.

Shri Bogawat: I beg to move:

Page 175, line 17,

add at the end:

“for an offence which involves 
moral turpitude”.

Clause 336.—(Removal for fraud etc.)

Pandit Tliakor Dost ffiidTgava; I beg
to move:

Page 17̂,

omit line? 21 to 24.

Shri Rane: I beg to move:

Page 175, line 24,

add at the end:

“if a court of law, whether in 
or outside India, finds such fraud 
or breach of trust to have beat 
duly estabUshed”.

Pandit Thakur Das Bhargava: I bêr 
to move:

Page 175, lines 26 and 27, 

for “any  other  body  corporate" 
substitute:

“the company or of any subsi
diary or holding company thereof 
or of any other body corporate”.  - 

Shri Rane: I beg to move:

Page 175,

omit lines 30 to 34.

Pandit Thakur Das Bhargava: I t>eg 
to move:

Page 175, lines 33 and 34, 

for “is guilty of any such fraud or 
breach of trust as is xeferred to in 
clause (i)” substitute:

“has been proved in a Court of 
law to be guilty  of  any  such 
traud or breach of trust rrferred 
to in clause (li).”

Clause 337.—(Removal for gross neg
ligent ctc.)

Pandit Thakur Das Bhargava: I beg
to move:

Page 175,

for clause 337, substitute:

**337. Removal for gross negligence 
or mismanagement.—(1) A company 
in general meieting may by  special 
resolution refer, on the basis of gross 
negligence in or for gross mismanage
ment of the affairs of the company er 
of any subsidiary thereof, th«Ttase of 
the managing agent to the court for 
adjudication of  the  allegations  on 
which such gross negligence or gross 
mismanagement is founded and  in 
case the court finds the same establish
ed, mav remove the Managing agent 
from office.

(2)  Any such fmding by the  court 
shall be' opien to appeal to the Court 
to which api>eals ordinarily lie from 
conviction by the Court.”
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Shri Sadhan Gupta: I beg to move:

(1) Page 175, line 37,

Jar “special resolution” substitute 
'Resolution”.

(2) Page 175, line 37, 

omit “special”.

Clause 339.—(Time when certain dis
qualifications etc.)

Shri Rane: I beg to move:

P̂ e 176,

 ̂ (i) line 21,

for “seven days” substitute “fifteen 
days”.

(ii) line 23,

for “seven days” substitute “fifteen 
days”.

Clause 343, (̂Managing agency not 
to be heritable)

Shri C. D. Deshmukh: I beg to move: 

Page 177, line 38,

after  “a  company” insert  “other 
than a private company which is ̂ ot 
a subsidiary of a public company”.

Clause 344.—(Approval for sitcccs- 
sion etc.)

Shri Tulsidas: I beg to move:

(1) Page 178, line 3,

for “accord” substitute “withhold”.

(2) Page 178, lines 3 and 4/

after “such person is” insert “not”.

Shri C. D. Deshmukh: I beg to move:

Pages 177 arid 178,

Renumber clause 344 as sub-clause
(1) of that clause and add the fol
lowing sub-clause as sub-clause (2) of 
that clause:  * »

“(2) The provisions of sub-sec
tion (1) shall not  apply »to  a 
private company which is not  a 
subsidiary of a public company,”

Clause 345.—(Changes in constitû 
rion of managing agency etc.)

Shri C. D. Deshmukh: I beg to move: 

Page 178, line 4, '

after “as the Central Government 
may” insert “(whether before or after 
the expiry of the six months)”.

Shri Tulsidas: I beg to move:

Page 178, lines 11 and 12, 

after  “firm  or  body  corporate** 

insert:

“so that the original members of 
the firm or body corporate cease 
to hold a majority interest in the 
firm or body corporate.” *

Shri Sadhan Gupta: I beg to move:

Page 178, ̂ line 13,

for “six months” substitute  “three 
months”.

Pandit Thakur Das Bhargava: I beg
to move:

Page 178,

after line 17, insert:

“Provided that such  approval 
shall not be  accorded  only  in 
cases where change of  such  a 
nature has taken place which has 
cilTected or is likely to affect pre
judicially the affairs of the com̂ 
pany which is being managed by 
the managing agency.”

Shri Tulsidas: I beg to move:

Page 178,

omit lines 18 to 28.

Shri Sadhan Gupta: I beg to move: 

Page 178, line 26, 

after “ownership of shares” insert: 

“to the extent of twenty percent 
of the shareholdings”.

Pandit Thakur Das Bhargava: I beg
to move:

Page 178, line 36,

for “Provided that no such notifi
cation” substitute “(3) No such noti
fication”,
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4̂7.—.(Remuneration of manag
ing agent ctc.)

Shri Sadhan Gupta: I beg to move:

(1) Page 179, lines 28 and 29, 

omit “Save as otherwise expressly
provided in this Act,”.

(2) Page 179, line 33,

for “ten per cent” substitute “five 
per cent”.

(3) Page 179, line 33,

for “ten per cent” substitute  “six 
per cent”.

Shri C. D. Deshmukh: I beg to move;

Page .179, line 33,

for “annual net profits of the com
pany” substitute “net profits of  the 
company for that financial year”.

Shri Bogawat: I beg to move:

(1) Page 179,

line 33, add i:t the end:  ^

“upto 20 lakhs and for every 10 
lakhs above that, the rate should 
come down by 1.5 per cent, till the 
final rate of remuneration comes 
to 5 per cent.”

(2)  To the amendment proposed 
by me.add the following proviso:

“Provided that the Central Gov- ' 
ernment may enforce the scale of 
remuneration at the time of re
newing the managing agency.”

Clause 348.—(Determination  of  net 
profits)

Shri C. D. Deshmukh:  I  beg  to
move:

Page 179, lines 34 and 35,

for “the net profits of a company 
lor the purpose of section 347” sub
stitute:

“for tlie purpose of section 347, 
the net profits erf a company in  ̂
any financial year”.

Pandit Thakur Das Bhargrava: I beg 
to move:

(1) Page 179,

for lines 36 to 38, substitute:

“(a) credit shall not be given 
for the sums specified in sub-sec
tion (2) and”.

(2) Pages 179 and 130,

omit lines 41 to 44 and  1  and  2 
respectively.

Shri Sadhan Gupta: I beg to move:

Page 180, lines 1 and 2,

for “unless and except in so far as 
the Central  Government  otherwise
directs” substitute:

“if it is sanctioned by a special 
resolution of the company and ap
proved by the Central Govern
ment”.

Pandit Thakur Das Bhargava: I beg
to move:

Page 180,

•after line 14, insert:

“(e) bounties and subsidies re
ceived from any Government, or 
any public authority constituted 
or authorised in this behalf by any 
Government, unless  and  except 
so far as the Central Government 
otherwise directs.”

Shri Tulsidas: I beg to move:

Page 180,

omit lines 23 to 27. •

Shri Sadhan Gupta: I beg to move; 

Page 180, ^

for lines 23 to 27, ̂bsUtute:

“(d) any tax payable  to  the 
Central Government, State Gov
ernment and any local authority”.

Shri JTulsidas: I beg to move;

Page 180, 

after line 42, add:

“Provided that  no  such  loss 
shall be so taken into account in
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determining the remuneration of 
<a managing agent, as has occurred 
during a period in which the com
pany was  not  managed by the 
managing agent whose remionera- 
tion is »mder consideration.”

Shri Ss»dhan Gapta: I beg to move:

Page 181,

omit lines 6 to 9,

Shri Tulsidas: I beg to move:

’' Page 181, lines 8 and 9,

omit “not falling under clauses (d) 
and (e) of sub-section (4)”.

Sliri Sadluav Gupta: I beg to move: 

Page 181, line 12, 

add at the end:

“except when  such  paymoxts 
have to be made because of de
fault or negligence of the manag
ing agent**

Clause 349.—(Ascertainment of de
preciation)

Shri C. D. Deshmnkh: I beg to move: 

Page 181, line 17, 

at the end:

“for the financial year for which 
the  net  profits  are  to  be 
computed”.

Shri Sadhan Guptar I beg to move: 

Page 181, line 18, 

omit “not”

Shri C. D. Deshmukh: I beg to move: 

Page 181, lines 18 and 19, 

after “depreciation” insert “or any 
3evelopz?>ent rebate”.

Shri Sadhan Gupta: I beg to move: 

Page 181, line 20, 

omit “not”.  ■

Shri tolsî : I beg to move:

Page 181.

omit lines 21 to 25.

Sliri Sadhan Gupta: I beg to move: 

Page 181,

omit lines 21 to 25.

Clause 351.—(Payment of additional 
remuneration)

Shri C. D. Deshmukh:  I  beg  to
move:

Page 181, line 40, 

for “the limit specified in  section 
347'* substitute “the  limits  specified 
in sections 197 and 347”.

Shri Sadhan Gupta: I beg to move:

(1) Page 181, Ime 42.

for “by a special resolution  of the 
company” substitute:

“by a resolution passed by the 
company in general meeting with 
the  assent  of  every  member 
present,”.

(2) Page 181, line 42,

after “company” insert:

“adopted with the consent of 
all the members present”.

Pandit Thakur Das Bhargava: I beg
to move:

Page 181, line 43,

omit '‘as being in the public inter
est*’.

Shri Sadhan Gupta: I beg to move: 

Pâe 181, line 43, 

add at the end:

“aiter giving  the  shareholders 
an op̂rtunity of being heard̂’.

ClauM 352.—(Minimum remuneration 
etc.)

Shri C. D. Deshmukh:  I  beg to
move:

Pages 181, and 182, 

omit sub-clause (1) and re-number 
sub-clause (2) as clause 352.

Pandit Thakur Das Bhargava: I beg
to move:

Page 181, line 48,

for “may” substitute “shall”.

Shri Sadhan Gupta: I beg to move:

(1) Page 182, lilies 2 and 8,
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“fifty thousand rupees” substi
tute ‘̂twenty thousand rupees”.

(2) Page 182, Unes 2 and 8,

for ‘‘fifty thousand rupees” substi
tute “twenty-five thousand rupees”.

(3) Page 182, lines 2 and 3,

for “fifty thousand rupees* substi
tute “thirty thousand rupees”.

Pandit Thakur Das Bhargaya: I beg
to move:

Page 182, line 3,

for “as it  considers 
substitute:

reasonable”

“in accordance with the articles 
of the company or the terms of 
agreement between the managing 
agency and the company if any, 
and in the absence of provision in 
the articles of th*e company and 
the agreements, as the  Central 
Government considers reasonable.”

Shn Sadhan Gapta: I beg to move: 

Page 182, line 8,

for “resolution” substitute “special 
resolution”.

Clause 353.—(Time of payment etc.)

Shri C. D. Deshmukh:  I  beg  to
move:

Page 182, Une 13,

omit “shall not become due, and”.

Clause  354,—(Managing  agent  not 
entitled to office allowancje etc.)

Shri Sadhan Gnpta: I beg to move:

Page 182, line 26,

for “or” substitute “and”.

Clause 355.—(̂ avinp)

Shri Sadhan Gupta: I beg to move: 

Page 182, line 30,

ior “unless it is a subsidiary or a 
pubUe company” substitute “if exemp

ted by the Central Government for 
reasons recorded in writing”.

Claase 356.—(Appointment of manag
ing agent or associate as selling 

agent etc.)

Shri K. K. Basn: I beg to move:

Page 182, lines 35 to 37,

omit “if the sales are made from the 
premises at which they are produced 
or from the head office of the manag
ing agent or from any other place in 
India”.

Shri C. D. Deshmukh:
move:

I  beg  to

Page 182, line 37, •*

omit “other”.

Shri Sadhan Gnpta: I beg to move:

Pages 182 and 183,

omit lines 38 to 48 and 1 to 15 res
pectively.

Shri K. K, Basa: I beg to move:

Pages 182 and 183,

omit lines 38 to 48 and 1 to 3 res
pectively.

Shri C. D. Deshmukh:  I  beg  to
move:

Page 182, line 39,

after “any place outside India”.

insert “not being a place specified 
in sub-section (1)”.

Shri Tulsidas: I beg to move:

Page 182, '

omit lines 42 to 44.

Shri Sadhan Gupta: I beg to move:

(1) Page 183,

after line 3, add:  ^

“Provided, however, the Central 
Government on the application of 
any member of the company or of 
its own motioh, may enquire into 
the justification of the payment of 
tĴe whole or ihe  remuneration 
paid or payable and may disallow 
any stmi, in whole or in part, not
withstanding any  agreement  or 
resolution of the company there
on.”
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(2) Page 183,

(i) line 5.

for “five years” substitute  *'three 
years”

(ii) line 6,

/or “five years” substitute  three 
years.”

Shri C. D. Deshmnkh:  I  beg  to
move:

Page 183,

for lines 8 and 9, substitute:

‘̂ Provided that such  renewal 
shall not be effective earlier 
one year from the date on which 
it is to come into force.”

Clause 358.—{Appointment of manag
ing agent or associate as buying 

agent etc,)

Shri Tulsidas: I beg to move:

Page 183, lines 33 to 35,

omit “if the managing  agent  or ' 
associate maintains an office at such 
place for his own business, that is to 
say, for a business not connected with 
that of the company”.

Shri C. D. Deshmnkh:  I  beg  to
move:

Page 183, lines 33 and 34,

for “maintains an office  at  such 
place for his own business” substitute:

“maintains an  office  at  such 
place not only for such purchase 
but also ttfif his own business'*.

Shri K. K. Basa: I-beg to move:

(1) Page 183, 

omit lines 40 to 42.

(2) Page 184,

after line 2, add: ^

“Provided that the remuneration 
in no case exceeds five per cent 
of tn j purchase price of goods.”

Shri Tulsidas: 1 beg to move:

Page 184,

omit lines 3 to 12.

Shri C. D. Deshmulch:  I  beg  to
move:

Page 184, lines 6 to 9, 

omit “the amount of the purchases 
likely to be made by the office in each 
year on behalf of the company  and 
the proportion which such amount will 
bear to the total amount of the pur
chases made by the office”.

Shri K. K. Basn: I beg to move:

(1) Page 184, 

after line 12, add:

“Provided that the details of the 
office maintained by the managing 
agent outside India including  it* 
nature,  purpose,  maintenance 
cost, the proportion of the expen
ses that may be reasonably attri
buted to the work done on behalf 
of the company and the basis of 
the calculation thereof is submit
ted in writing and certified to be 
correct by the managing agent.”

(2) Page 184,

(i) line 14,

for “three years” substitute  “one 
year”

(ii) line 15,

for “three years” substitute  “<Mie 
year”.

Clause  360.—(Contracts  between
managing agent etc.)

Shri Tuladas: I beg to move:

(1) Page 184, lines 38 and 39,

for “any contract being” substitute 
“all contracts which may be”.

(2) Page 184, 

after line 46, add:

(a) be vaild for a  period of 
three years;  '
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4b) provided that each contract 
that may be entered into during 
the period of three years shall be 
made subject to the sanction of 
the Board of directors;”

Shri C. D. Deshmnkh:  I  beg  to

move:

Page 185, 

after line 9, add:

'*(4) Nothing  contained  in 
clause (a)  of  sub-section  (1) 
shall affect any contract or con
tracts for  the  sale, purchase or 
supply of any property or services 
in .which either the company or 
the managing agent or associate, 
as the case may  be,  regularly 
trades or does business, provided 
that the value of*such property 
and the cost of such services do 
not exceed five thousand rupees 
in the aggregate in any calendar 
year comprised in the period of 
the contract or contracts”.

Clause 361.—(Existing contracts etc.)

Shri Sadhan Gupta: I beg to move:

(1) Page 185,

(1) line 11,

for “1st March, 1958” substitute “1st 
March, 1956”;

(ii) line 16,

for “1958” substitute “1956”.

(2) Page 185,

(i) line 11,

for “1st March, 1958” substitute “1st 
March, 1967”

(ii) line 16,

for “1958” substitute “1957”.

(3) Page 185, lines 15 and 16,

for “qp the first day of March, 1958” 
substitute “on the day succeeding the 
date of such commencement”.

Clause 366.—(Limit of  compensation 
for loss of office)

Shri Sadhan Gupta: I beg to move: 

Page 186, Une 32,

for ‘̂hree years” substitute  “one 
year”.

Shri K. K. Basu: I beg to move:

(1) Page 186, line 32 and wherever 
it occurs in this clause,

for “three years” substitute  “one 
year”.

(2) Page 186, line 32, and whereyer
it occurs in this clause; *

for “three years” substitute  “two , 
years”.

New Clause 366A 

Shri Tulsidas: I beg to move:

Page 186, ,

after line 44, insert:

“366A. Damages  for  wrongful 
termination of office.—(1) Nothing 
contained in sections 365 and 366 
shall prejudice  or  restrict  the 
right of a managing agent  who

•  has been wrongfully dismissed or 
whose office has been wrongfully 
terminated,  to  claim  damages 
from the company in a Court  of 
Law.

(2)  No payment shall be made 
by a company, by way of damages, 
to its managing agent for wrong
ful dismissal or wrongful termi
nation of office, unless a Court of 
law has held either that the dis
missal or termination was wrong
ful or that the  payment propos'bd 
and the amount thereof are reason
able in all the circumstances of 
the case.”

Mr. Speaker: All these amendments 
are now before the House.

Shri Sadhan Gupta: The other day,
I was referring  to  the advisability 
and the  necessitŷ of  limiting  the 
numfcer of  managing  agencies  not 
only with reference to number alone 
but also with reference to the size of 
the undertakings.

TMr.  Deputy-Sp?aker  in the Chair]
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I was pointing  out  that  number 

may not be anything as far as con
centration of wealth or concentration 
of  economic  power  is  concerned, 
because economic  power  does  not 
necessarily go with numbers. The size 
of the  companies  managed  is  the 
important thing.  And I was pointing 
out that the  consideration  of  size 
must be taken up simultaneously with 
the consideration  of  numbers.  We 
have suggested that  the  maximum 
number of managed companies should 
be five, aiid the  maximum  number 
and the maximum size of  the  com
panies in the aggregate,  when  they 
exceed one company should be Rs. 5 
crores or at the most Rs. 10  crores. 
As a matter of fact, for directorships 
I have suggested Rs. 10  crores,  but 
lor managing agency, Rs. 5 crores is 
enough, because  managing  agencies 
afford much greater  opportunity  of 
indulging in  abuses  than  director
ships, Managing agencies afford much 
greater opportunities of  interlocking 
between different companies, and so, 
it is necessary that both the number 
and the size should be limited.  The ̂ 
sum of Rs. 5 crores or Rs. 10 crores, ̂ 
which we were suggesting, was  the 
amount of aggregate block capital ct 
the companies managed,' and we com
mend  those  amendments  for  the 
acceptance of the House.

I now come to the question which 
I have been again and again raising, 
and that is the question of tsix eva
ders.  I tried to eliminate them from 
managing,  promoting  and  forming 
con\panies, I tried to eliminate them 
from directing comi>anies,  and  now 
my proposal  is  to  eliminate  them 
from becoming managing agents.  It 
is much mbre necessary to eliminate 
tax  evaders  from  the  managing 
agency  system,  because  managing 
agencies, with their  concomitant  of 
interlocking  various  companies 
together afford an admirable oppor
tunity of tax evasion.  Therefor̂, ii 
is  absolutely  necessary  that  they 
should be eliminated from the field 
of managing agency altogether. « But 
I am not so sure that I would succeed 
any better even on this occasion. Ob

the first few occasions, on the occasion 
of the State Bank of India Bill or 
on the first  occasion  in  the  Com
panies  Bill,  when  I  vried  to  put 
in my proposals.  Government  kept 
silent  or  said  next  to  nothing. 
On the  last  occasion  when  I  put 
in this proposal, the  Finance  Minis
ter  came  off  with  a  very  amus
ing explanation.  He said  that  my 
amendment  provided that one  who 
was found guilty of  evading  taxefs 
should be excluded, but the authori
ties which I mentioned never found 
people guilty, because tax evasion was 
not an offence.  If I may say so, that 
was a very technical objection. If the 
Finance Minister had objection to the 
wording alone, then the  amendment 
could have been redrafted,  as  many 
other amendments have been redraft
ed,  If the Finance Minister thought 
that it was wrong to describe them as 
guilty, he could have had some other 
word. Let us assume  that  they  are 
not guilty, that what.the Income-tax 
Investigation  Commission  or  other 
income-tax authorities have found is 
not that tax evaders are euilty  but 
that tax evaders have the very higd 
and eminent virtue of bein« able to 
evade taxes, that they are not guilty, 
but that they are just  innocent  of 
paying taxes. If you agree there, and 
if you insist on that, you can have an 
appropriate word, and we would  be 
quite ready to say  that  these  tax 
evaders are not guilty, they are vene
rable persons, but all that we want 
is that this venerable lot should not 
participate in  the  management  of 
companies.  That is what we wanted, 
and that  might  easily  have  been 
achieved by a redraft of the amend
ment.

On this occasion, I have sought tc 
meet the Finance Minister’s objection 
by my  amendment  No.  939  which 
seeks to introduce a new clause 333A. 
It reads:

Page 174, after line 36 insert:

“333A. Tax evaders not to act
as managing agent:  *

If in respect of—
(a) any person,



(b)* any  firm  or  any  partner 
thereof,
(c) any public  company  or  any 

member or director thereof,
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(d)  any private company or any 
member or director thereof, 

any court  or tribunal  or other 
authority arrives at a finding that 
such person, firm or partner there
of,  body  corporate  director  or 
member thereof, as the case may 
be, has  concealed the particulars 
or has deliberately furnished  in
accurate particulars  of such  in
come or if such person,  firm or 
partner, body corporate or direc
tor  or  member  thereof,  has 
evaded payment of taxes  under 
any* law or has  been convicted 
for any offence  under any such 
law then in cases referred to in 
clause  (a),  the  individual,  in 
clause (b),  the firm as  well as 
each partner  thereof,  in  clause
(c), the company or every director 
thereof; in clause  (d), the com
pany,  each  director  and  each 
member  thereof,  shall  be  dis
qualified for appointment  or for 
acting as managing agent of any 
company.

<2) This section shall apply not
withstanding any want of juris
diction in the court or the tribu
nal or the other authority on 
account of any technical defects 
m  its constitution  or composi- 
rion.”

That is the position which we want 
to adopt in connection with the Com
panies Bill. There is no question of 
'guilty’ about ;t.

Under this  clause,  they  can  be 
regarded as absolutely venerable,  if 
the Finance Minister warts it. All we 
want is that for God’s sake, don’t let 
them ooerate in the field of managing 
agency. Managing agency is a dange
rous thing to entrust to them, and by 
all means, remove them from manag
ing agency.  Now, I would be happy 
to know what , the Fina/ire Minister’s 
answer to this is.  I  wfuUl  say  at 
cmce thal I would not  be  satisfied 
with  any  technical  objection  as 
îgards  the f’efect of thn amendment

proposed or something of that  kind. 
If  the  principle  is  arcê>ted,  the 
principle being the  most  important 
point, if it is accepted, there  is  no 
sense in saying that this  amendment 
is not properly drafted, that it should 
be properly drafted, and because it il 
not properly  drafted,  we  are  not 
going to  provide  such  a  salutary 
principle in the Bill. Therefore, if th© 
Government do not accept this amend
ment, if the Government do not come 
forward with any other  am#*ndment» 
if this is found unacceptable the only 
conclusion will be that they v/ant t̂  
evaders to continue, and the conclu
sion is irresistible that the reason f«r 
their wanting  the  tax  êraders  to 
continue is not any contribution  of 
the tax evaders to business but  tiie 
simple reason that they exoect ‘other 
things’ from the  tax  evaders—what 
‘other thmgs’ I need not go into now.

There are a few small amendments 
which 1 will deal with in conclusicHi. 
One is regarding disqualiftcation  by 
reason of conviction. Clause 335 says 
that on convicticei, certain managing 
agencies will terminate.  Now,  this 
generalisation of convictions is a very 
dangerous  thing  in  our  country, 
because there have been  convictions, 
and there may  be  convictions,  on 
various grounds,  not  all  involving 
moral  turpitude  or  condemnation. 
There are many political convictions. 
We have a Government in the Centre, 
and particularly in the States, where 
civil  liberties  are  not  pĉrticularly 
revered, and many  convictions  take 
place for trying to assert your  own 
rights. To disqualify  and person „ by 
reason of political convictions,  from 
participating in business,  is  unfair. 
Therefore, we have suggested in our 
amendment No. 940 to claJffe 335 that 
for lines 15 to 17,  substitute; ‘ is con
victed by a court.in  India  of  any 
offence under this Act or under  the 
Indian Companies Act of 1J136 or of 
any offence  involving  nmral  turpi- 
tude.’i I think ther̂ can be no objec
tion to accepting ’this amendment.
I  come  to  my  next  important 
amendment  which  is  regarding 
remuneration.  The remuneration  of 
managing agents at 10 per cent Is,  I
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think, too high, and it must be reduc
ed. We have proposed  three  amend
ments, to reduce it to  either  5  per 
cent or 6 per  cent,  and  we  have 
further provided that no e>r:eption or 
exemption should occur in’respect of 
remuneration.  Therefore,  we  have 
sought to delete the  opening  words 
‘Save as otherwise provided in  this 
Act’ and secondly, we have tried to 
reduce the remuneration by  amend
ment No. 919 to 5 per cent and by 
amendment No. 944 ?o 6  per  cent. 
Tills, we think, is sufficient remunera
tion for managing agents, and if any
one is not willing to act as managing 
agent cm those terms, he may not act 
as managing agent—we are not very 
keen to have managing agents.

Then  there  is the  question  of 
additional remuneration under clause 
351. We are entirely opposed  to  it. 
But if we can't have our own way, il 
the Finance Minister is not going to 
accept the deletion of the clause, then 
what we suggest is a tight;ening up of 
the provision on additional remunera
tion.  By our amendment Nc. 920. we* 
propose that additional remuneration 
should be sanctioned by a unanimous 
resolution of the general meeting  of 
the company, or, if you won’t have It 
that way, by amendment No. 952, we 
suggest a special resolution in a gene
ral  meeting.  That  what  we  have 
further provided by way of tightening 
up is that this additional  remunera
tion should be approved by the Cen
tral Government  after  hearing  the 
shareholders.  This we have provided 
by amendment No. 959.

Then we are equally  ooposed  to 
buying an<i_ celling agencies which are 
provided for by clause 356.  It is true 
that there has been some tightening 
up compared to wto it 's now, but 
the point is that I’hfere is no sense in 
allowing  managing  agents  to  have 
buying and selling, agencies.  It is the 
duty of managing agents as managers 
of an undertaking to buy  what  the 
undertaking requires and to sell  the 
products of  the  undertaking. * Why 
should they have a commission  for 
the purpose of buying and selling in

respect  of  the  undertaking  they 
manage?  It does not matter whether 
they do it in  foreign  countries  or 
whether they do  it  in  India.  The 
point is that it  is  the  function  of 
management, and for that i;hev should 
not have an  additional  commission. 
And it is not only an  objection  i» 
principle.  If you allow buying  and 
selling agencies, what happens is that 
the managing  agency  is  concerned 
more with buying for the undertaking 
and selling to the undertaking than 
in  ensuring  that  the  undertaking 
itself gets good price or proper goods 
for the price.  That is a very unfor
tunate thing in any business, that the 
management should not be interested 
in the quality of the goods or in the 
price that may be paid for the goods. 
That is why we oppose  buying  and 
selling  agents.* But  if  we  cannot 
delete the clause, we suggest certain 
tightening up by amendment No. 925 
which provides for a unanimous reso
lution for approving * of buying  and 
selling agency commission, and  also 
by amendment No. 958 which gives 
the Central  Government  the  right, 
either on the application ; f any per
son interested, or of its own motion, 
to  disallow  any  such  commission. 
That right we give to the Central 
Government because, through that, the 
Central  Government  will  have  to 
assume certain powers, and we may 
supervise from Parliament  the  res
ponsibility that the Central  Govern
ment exercise, and how they exercise 
that responsibility.

That is all I have to say. I hope the 
Finance Minister will give due  con
sideration to the proposal in  regard 
to tax evaders to  the  proposal  for 
reduction of remuneration and to the 
proposal  for  abolishing  additional 
remuneration or at least tightening up 
the giving of additional remuneration,

Shri Asoka M̂ta: 1 would like to 
take this opportunity to explain  my 
amendment No. 234 to clause 329. My 
amendment seeks to  terminate  the 
managing agency system from  1960 
onwards.  The  reason  why  I  am 
anxious that  the  managirit?  agency
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should  be  terminated  finally  and 
irrevocably  by  1960  is  that  the 
managing agents exercise a great and 
tremendous power in our economy.

I would like to invite your attention 
to page 457 of the Bhabha Committee 
Report.  On that page the Committee 
estimated the share of the joint stock 
companies in our economy as a whole. 
This is what the report has to say:

“On  this  approximation  tlie 
share of Joint Stock  Companies 
in the total  national  income  of 
the Indian Union works  out  at 
about Rs. 1,500 crores (or 17 per 
cent of the net domestic product 
at factory cost.)”

Seventeen per cent of our national 
economy is controlled  by  the  Joint 
Stock Companies. This 17 per cent of 
our income which is* controlled by the 
Joint Stock Companies in its turn is 
controlled to a very large extent by 
the managing agents.

May I invite your attention to the 
written evidence  given  before  the 
Company  Law  Committee?  I  am 
reading  from  the  writer  evidence 
supplied by the Tata Industries Ltd. 
On page 683, this is what they have 
to say:

“On  a  conservative  estimate, 
therefore,  approximately  662/3 
per  cent  of  the  total  cf̂ital 
invested in joint stock companies 
belongs to the category of compa
nies managed by managing agents.
If banks and insurance companies 
which are prohibited by law from 
having  managing  agents  are 
excluded from this computation, 

the  percentage  of  capital  of 
managing agency mana«?ed com
panies of the total capital would 
naturally be a substantially higher 
figure than 66 2/3 ner  cent  and 
would be nearer  75  to  80  per 
cent.”

Seventeen per cent of our national 
income or national  product  is con
trolled* by the joint stock companies 
and 75 to 80 per coit of the capital 
controlled by the joint stock compa
nies is in the hands of the managing

agents.  This gives a rough idea ai 
the tremendous influence, apart from 
strategic position that is occupied by 
them, of the managing agents, in our 
economy. We have to decide whether 
it is wise that a  handful  of  men 
should be permitted to occupy such 
an outstanding position in the  eco
nomy of our country.

May I further invite  your  atten
tion to the fact that we have greater 
eolncentration of wealth and power, 
economic power at the apex of our 
industrial  and  economic  pyî îd 
than in any other  country  in  the 
world. I would like to  invite  you?, 
attention to the authoritative study 
recently  published  by  Brookings 
Institution of the United States  ol . 
America which has  studied  all  big 
enterprises. On page 125 of the book. 
Big Enterprises  in  a  Competitive 
System, it is said:

“A hundred largest induîries
have accounted for nearly 27 per
cent of the  assets  of  all  our
industries.”

A hundred largest  companies  in 
the United States  of  America  have 
22 per cent of all the assets invested 
in the  industrial  economy  of  that 
country.  Here, in India, we find that 
out of 530 crores which is the total 
paid up  capital  of  public  limited 
companies with paid up  cajMtal  of 
over Rs. 5 lakhs, 52 companies alone 
have a total paid up capital of  114 • 
lakhs, which means that 52  compa
nies account for 22 per cent of the 
total paid up capital of public limit
ed companies with a paid-up capital 
of over Rs. 5 lakhs.  If we look  at 
the profit figures we  that  the
situation is equally disturbing.

In the same book, on page 126, it 
is said that the total  taxes  profits 
before taxes of the 100 largest compa
nies of the U.S..̂. in 1948 were  8*4 
million dollars jor 30 per cent of  the 
profits of all great industries, which 
amoimted  to  about  27*8  million 
doll&rs.  This is what the Brookings 
Institute study has  to  say  on  the 
subject.  We find that in India  52
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companies account for 30 per cent of 
the total profits.  These figures were 
given by me on the last occasion.  * 
do not want to repeat  them  but  I 
would like to invite the attention of 
the Finance Minister that  m  India 
today there is greater concentration 

at the top than even in the  Unitei 
States of America.  I am reiteratmg 
these  facts  over  and  over  agaiu 
became I am most anxious that the 
House and, if possible, the  Finance 
Minister should realise that we  are
giving a fresh lease of life to a kmd
of concenii-ation which  does  not
exist in any  other country  of  the

world.

Wbat are our social objectives?  I 
know the Finance Minister has often 
dismissed my plea on  this  grouud, 
but may  I  once  again  mvite  Ws 
attention to the inescapable fact thal 
whatever we enact here must be m 
conformity with our social objective 
Only  yesterday  I  found  that the
AICC has reiterated  certain  social 
obiectives.  I can  cite  any  number 
of resolutions passed by the Congress 
Party itself.  I need not look  up  to 
the records of any other party.  The 
social objettives of our  economy— 
and I believe  of  our  Constitution
also—is  to  create  a  democratic,
decentralised egalitarian  society.
That is a very clear-cut objective, u 
any citation is  necessary  I  would 
t invite your attention to  ♦he  objw- 
tives resolution that was passed by 
the AICC some years ago. “Our aim 
should be to evolve a political system 
which  will  combine  efficiency  cf 
administration  with  individual
liberty, and an  economic  structvre 
which will yield maximum  produc
tion without the operation of private 
monopolies and the qoncentraUon of 
wealth and which will create a pro
per balance between urban and r̂al 
economies.  Such a social struct̂e 
can provide an  alternative  to  the 
acquisitive economy of  the  private 
capitalism and regimentation  of  a 
totalitarian  State.”  Wnat  we  are 
Interested in is  creating  a  socicty 
which will  be  different  from  the 
acquisitive society that exists  under
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capitalism or the totalitarian  society 
that is favoured by our  friends  m 
this side.

But, I find  that  even  after  this 
objective has been clearly stated and 
reiterated over and over again,  the 
Finance Minister wants to come here 
and do something which  even  the 
Americans  would  be  ashamed  of 
doing.  They have been  fighting  it, 
but whether they have succeeded or 
Aot is a different matter.  The whole 
object—as this book tries to show— 
is the place of big  enterprise  in  a 
competitive  system.  It  seeks  to 
emphasise the  egalitarian  form,  to 
avoid concentration  of  wealth  n̂d 
accumulation  of  power.  We  are 
here  called  upon  by  the  Finance 
Minister to give a prolonged lease of 
life to the managing agency system. 
It is for these reasons-----

Shri C. D. Deshanukh:  1  do  not
quite see the connection.

Shii Asoka, Mehta:  I will point it
out in a minute.  It was  for  these 
reasons  that  the  Economic  Pro
gramme Committee of the AICC pre
sided over by no less a person than 
the Prime Minister himself had said 
in 1947-48 as follows:

“In private industry the exists 
ing system of managing  agency 
should be aboUshea as early  as 
possible."

I quoted from this report last time 
and the Finance Minister  said  the 
Government could not attend to the 
recommendations made in this report 
as far as  workers*  participation  is 
concerned because there were  other 
urgent tasks and those urgent*.- tasks 
were being attended  to.  But,  here 
there is a categorical pronoimcement 
by the Economic  Programme  Cô 
mittee, over which the Prime Minis
ter had presided that  the  managing 
agency system should be abolished as 
early as  possible.  Seven  or, eight 
years have gone by. I am saying, you 
can have it for four more years, but 
at least say that after 1960 no manag-
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ing agency shall survive.  But, on the 
contrail, you are creating conditions 
—and speech of the Finance Minister 
the other day seems to suggest that 
he is not at all interested in envisag
ing the termination of the managing 
agency system in 1960—̂favourable to 
them.  Ĥ e is this categorical decla
ration which was made by  the  All 
India Congress Conmiittee and it is 
interesting to find that the business 
houses in India  had reconciled them- 
selve? to an early termination of the 
managing  agency  system.  May  I 
invite the Finance Minister’s attention 
to ’ht memorandum submitted by the 
Tata Industries Ltd.?  On  page  684 
this is what  the  biggest  industrial 
house in the country has to say:

•

“These facts are mentioned as 
it would appear that  the  policy 
adumbrated in  Government  pro
posals is the gradual, liquidation 
of the managing  agency  system 
in the field of company manage
ment."

The proposals made by Government 
by their 1950 amendment to the Com

pany Law Act gave an impression to 
the business houses in India that the 
policy of the  Government  was  the 
liquidation of the  managing  agency 
system. It was with  that  intention 
that this  particular  Bill  was  also 
introduced but I find, and I am sorry 
to state it, that there has been a shift 
in the emphasis. Originally we were 
intending to end the managing agency 
system; then  the  end  was  to  be 
brotiffhi about piecemeal,  today  we 
are called upon to be satisfied merely 
with amending the managing  agency 
system. Even an amended managing 
agency system is completely  out  of 
harmony with the  social  objectives 
that we have before ua.

Mr. Depnty-Speaken What does the 
hon. Member mean by  “ending  the 
managing agency system piecemeal”?

Shri Asoka Mehta:  That  can  be
done industry by  industry. Govot* 
ment can declare that in one particu
lar  cottoa textile industry there will 
be no managing agency system, then 
in shipping there will be no managing

agency system and so  on.  I  would 
like  the  Finance  Minister  to  say 
whether those powers are going  to 
be used or whether they are  merely 
there  to  create  some kind  of
false  hope  and  likely to  mis
lead  us.  The  speeches that  he
has been  making  here  have  been 
more in favour of  amended  manag
ing agency system rather than saying 
that it has to be  ended.  I  suggest 
that thi> is an obsolete and abnoxious 
system and we as a nation and  the 
nationalist movement in this country 
are committed to the ending of  this 
system root and branch—̂ whether  a 
year or more or a couple of years or 
so should be given is  a  matter  on 
which his  pragmatic  considerations 
can weigh.  As far as the  ultimate 
social objectives are concerned, surely 
it cannot be permitted after 1960. All 
that he has said is that there shô d 
be no managing agent in a managing 
agency.  That is the only concession 
he has made to us so far. Beyond that 
everything remains vague as before, 
perhaps Vaguer than  before.  Tata 
Industries feared  in  1950  that  the 
managing agency system was likely to 
bp Uquidated soon.  That fear or that 
impression has been  practically  re
moved today.

The  Finance  Minister  has  been 
arguing that  managing  agents  are 
r.ecessary as they contribute to  the 
finances of the industry.  Here again 
I am sorry I have to invite his atten
tion once again to the Reserve Bank 
BuUetin and it is necessary that he 
shculd pay some attention  to  what 
the Reserve Bank of  India  Bulletin 
has to say on page 725: that nearly 
three-fourths of the finance was pro
vided by internal sources  and  one- 
foiirth by external sources.  In  the 
companies examined by  Reserve 
Bank in 1950-52, it was found  that 
three-fourths of  the  finances  were 
developed through internal  revenues. 
If you compare the conditions as they 
exist in the United States of America 
you will find that  External  fmance 
plays a larger part there than what it 
plays in India,  as  illustrated  in  a 
recent t publication Economics  of 
Industrial Management̂ at  page
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Mr. Deputy-Speaker:  Are  there
managing agents there also?

Shri Asoka  Melita;  Even  where 
there is no managing agency system 
I am pointing out this  because  the 
ccntention of the Finance Minister is 
that managing agents are  necessary 
as they provide the finances for the 
Industry.  I will not  read  out  the 
detailed figures given here and they 
are here for the Finance Minister if 
he wants them;

‘‘These  figures  show  that 
•.during the year 1946 the  inter
nal source of funds accounted for 
more than 70 per  cent  of  the 
total corporate  funds  in  most 
industries.  In 1947, the  propor
tion, although substantially lower 
than in 1946, is still quite large 
and is about 50 per cent on  the 
average.  Mr. Charles H. Schmidt, 
commenting on these ratios stated 
(and this is a quotation from the 
Federal  Reserve  Bulletin,  a 
parallel  bulletin to the one that 
we have in this country,—̂in  its 
issue of June 1949):

‘Corporate  profits  were  at 
record  levels during  1946-47 in
most  industries  and  dividend 
payments to  stockholders  were
not increased in  proportion  to
earnings.  As a  result,  retained 
earnings provided  two-thirds  or 
more of the internal funds obtain
ed by large corporations in none 
of the fourteen industries*.”

In none out of 14 major companies 
01 industries which are listed  here, 
two-thirds of the  resources  needed 
were provided  internally;  in  India 
three-fourfiis  are  being  provided 
internally.  That is the average  for 
all  the  companies  that  has  been 
examined here.  I have not been able 
to find out wh&t is the position of the 
indiistries, but that  is  not a task 
which cannot b̂  attempted. .Briefly 
my contention is that in India internal 
finance plays a greater role than even 
in the U.S.A. Under these ciraimstan- 
ces, I fail  to  understand  how  the 
»sanctt Minwter can  come  forward

and argue that the managing agents 
:-iro necessary  in  order  to  provide 
finances to the industry.

I would also like  to  invite  your 
attention to the profits that are being 
made.  In  this  quarterly  bulletin* 
Eastern Economist—Records and  Sta
tistics, on page 15, industrial profits 
are given and there is also a chart, if 
jou look at the profits of the Indus* 
tries, you will find they are going up. 
'I he general tendency has  been  for 
profits to be fairly high and the profits 
will remain high. My contention  is 
that in a planned economy like the 
o-e that we are fashioning, where as 
far as consumer goods aro concerned 
wo want to get more such goods pro
duced by small-scale  industries,  by 
small-scale processes, the  large-scale 
industries are likely to make substan
tial profits anfl they will have plenty 
or resources for internal development. 
As to the amount or extent of profits 
that they have been making, I would 
like  to  draw  your  attention  and 
through you of the Finance Minister 
to the latest issue of the  Economic 
Review, which is a fortnightly journal 
of the All India Congress Committee. 
If my figures are not to be believed, 
at least the A.I.C.C. figures will not 
be disbelieved by the Finance Minis
ter  This is what they say on pages 
39 to 40. All the figures are given in 
an article which has been written by 
the editor of the journal himself and 
T do not think  the  A.IC.C.  wouM 
permit a person to be the editor of 
the journal unless he is a very com
petent.  I would invite your attention 
to just one or two companies.  Let us 
take the Madura Mills.  The  capital 
of the Madura Mills is Rs. 87,51,000 
and the amount of total profits made 
between 1947 and 1953 ccmes to R». 
3,24,96,000.  These are  the  figures 
given there.  Then, the capital of the 
lYlaghur Paper Mills is Hs. 1,42,92,000 
and the profits from 1947 to 1953 Is 
Rs. 1,69,31,000. Like these,  a whole 
series of figures have been given, and 
of course, these figures are gibout com
panies which are owned i<nd operated 
Oy foreigners in India.  Tt is not only 
that the companies owned and operated
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by foi%igners  in India  are  making 
big profits, but also big companies of 
this  size  are  making  tremendous 
profits, and those profits will conti
nue.  Therefore,  my  contention 
is  that  it  will  not  be  necessary 
for  any  managing  agent  to 

Ci.me  forward  and  provide  any 
kind of finances.  The odds are that 
the managing agents will be using of 
finances of the company for further 
development or for  devt̂ ôpment  ’n 
v/bich they may have certain advan
tages for  themselves.  This  is  not 
something peculiar to India.

Shri C. D. Deshmukh:  That  is to 
say, not for the development of the 
ĉmpâ?

Shri Asoka Mehta:  I did not say
ihat.  I said for any further develop- 
irent, which will be of ipterest to th? 
irtc'ustry.  I had  raised  that  point 
when the Finance Minister was not 
here. I had asked;  how  far  it  is 
feasible that a te3ctile mill should be 
permitted to start a cement factory or 
some other factory?

Shri C. D. Deshmakli: I am making 
another point that in the paper mills 
themselves if the profit is  ploughed
back. ...

Shri  Asoka  Mehta:  i  have  no
ci' arrel with iU '

Shri C. D. DesbmnUi:  I  am  only 
suggesting that  unless we know  the 
figure cf block  capital-at-charge  in 
this particular case, on® can  reallv 
form no judgment as to the relative 
size of the profit and the capital-at- 
charge.

Shri Asoka Mehta: I would like to 
invite the attention of the House  to 
the fact that this  is  a  world-wide 
phenomenon.

Mr. Oeputy-Speaker: Are there no 
n-anaging  agents  in  the  Titaghur 
Tpper Mills?

Shri C. D. Deslimiikh:  My  point
was this.  If the Titaghur Paper MUl
is well-managed—̂no  matter who  is 
managing it; it may be a  managing 
agent, managing director or a director 
—and if the shareholders are cont«it

with taking a limited dividend anrf 
ploughing back the profits  into  the 
capital—̂it is quite possible.  I do not 
quite know wfaea the Mill was started 
and one can conduct an investigation 
ir.to it.  But if one . finds  that  the 
shareholders themselves plough back 
in;o iheir concern a part of their pro
fits, then I cannot see anything wrong 
in their having a profit, much greater 
now, equal to  the  original  paid-up 
capital.  I''cannot see how it reflects 
unfavourably on a particular system 
of management.  That is what I  am 
anxious to understand.

Mr. Deputy-Speaker: I think he was 
saying that  profits  were  ploughed 
back and there was no need for s(y 
much contribution from the managing 
agent.

Shri Asoka Meii/ta:  My point was
exactly  this.  The  other  day  the 
Finance Minister said that the manag
ing agents were making a substantial 
contribution.  I have not  got  here 
his speech but I am sure he said some
thing to that effect that  they  were 
mak.ng a substantial contribution to 
the finances of the company.  I  am 
trying  to  point  out  through  the 
Reserve  Bank  Bulletin,  which has 
been  reaffirmed  by  the  Congress 
Bulletin, that, by and large today the 
finances  of  companies  come  from 
internal sources—̂that  means  share
holders tiiemselves who  were  fore
going profits that could be distributed, 
and who put them back and develop
ing the company.  Why do we want 
managing agents?

Mr. Deimty-Slieafcer:  It  can  be
argued that the managing agents are 
efifectively  canvassing â   advising 
the  shareholders  to  piohgh  back 
instead of frittering. away Uie profits.

Shri Asoka Mdrta:  That takes me
to a next important point.  I was say
ing that this kind of thing is a world
wide development; that is a  secular 
tendency.  The V̂eil-known economic 
historian N. S. B. Gras, according 10 
the b̂ok Private Enterprise and Pub
lic Policy states in his book Capital- 
itim  and  business  considffced  thr
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source of capital to be decisive in the 
character of the economy.  He recog
nise certain secular changes  in  the 
sources of capital: pre-business  capi
talism, petty  capitalism,  mercantile 
capitalism,  industrial  capitalism, 
finance capitalism, national capitalism, 
etc. He says that public capital comes 
nn to supplement private capital  in 
’the system of national capitalism but 
it  comes  in  to  supplant  private 
capital in the system of  communist 
capitalism. Under national capitalism 
ia;vhich we are living  today  it  ‘s 
public capita! which  by  and  lar|?e 
supplements private capital.  We are 
■ -out on the one hand to  supplement 
private capital through public resour- 
-ces and supplant in  certain sections 
-or sectors private enterprise by public 
rerterprise.  That is a kind of mixed 
-economy or a mixed system which we 
are trying to introduce in our coun
try.  The Finance Minister’s conten
tion all the time has been that in the 
r*c*xt five years or even in the  next 
ten or 15 years the managing agents 
must remain and  be  permitted  to 
•function because they would be con-̂ 
'tributing money which would not be' 
available otherwise.  I have showed 
the whole secular tendency  in  the 
-̂ rld and in  India.  The facts  as 
they stand  before us go to suggest 
that it is not so; that is not a fact. 
That is not likely to be the situation 
in the future.  That  is  why  I  am 
appealing to the Finance Minister to 
revise his attitude on this subject.

Rlr. Depnty-Speaker; Does it stand 
in the way of any industries  bein̂ 
-declared under the earlier clause?

Shri Asoinr Mehta: Let him say that 
it will be declared.  The other  day 
'he defended  the  managing  agency 
-system  in  a  very  stout-hearted 
fashion.  If he would shift back the 
emphasis to where it was and if *ie 
Wf uld say that thfe idea behind, this 
Eill is to bring about an early termi
nation of the managing agency sys
tem and that quit notice  woul̂,  be 
•served on them by 1960, it will  be 
scmething witti which I will hare no

quarrel.  But from the tenor of the 
speech and pronouncements that  he 
has been making it ai>pears that he 
does not want to serve any notice.

Mr.  Deputy-Speaker:  To  avoid
trouble in the firs; instance, let  the 
Companies Bill be passed.

Shri Asoka Mehta: This is the only 
chance of raising this question. What 
is the use  of  letting  this  Bill  go 
through?  I want to see that the horse 
does not run away; what is the use of 
bolting the door afterwards?

Mr. Deputy-Spcaker:  There  is  a
clause in this Bill under which cer
tain industries may be declared to be 
such as ought not to have any riianag- 
ing agencies.

Shri Asoka Mehta: Is that the gov
erning cteuse? •

Mr. Depaty-Speaker:  That  is the
first clause in this chaptcr.

Pandit Thakur Das Bhargava: The
second sub-clause of clause 325  also 
says tnat if it is not  against  public 
interest to allow the company to have 
a managing agent, only then approval 
shall be given  for  appointment  of 
a managing agent.

Shri C. n. Deshmokh;  Would it be 
proper for one to take  power  and 
then say that we shall  so  use  the 
power that every  industry  will  be 
notified?  Do I  take  the  power  to 
approve and then say  when I move 
that clause that it is my intention not 
to approve of any managing  agency 
in future?  It wiU be a mis-represen- 
tation of any intention.

Mr. Deputy-Speaker:  Would it be
the  intention of  the  hon.  Finance 
Minister or whoever may be in charge 
of it to make this a dead letter?

Shri K. K. Basu: He said the other 
day that he was going to  have  this 
threat and see whether they behave 
properly or not.

Shri Asoka Mehta:  He referred to 
the Prime Ministers of Kandy. I have 
not forgotten that famous story of the
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Prime* Ministers. He has no desire to 

use this provision.

Shri C. D. Deshmuklr.  I  have  no 
desire to use it b^ore it is appUcable—
in other words  before  19G0.  unless 
they expire earlier. I have no desire 
to approve bccause I cannot; what I 
am saying is that an oĵortunity is 
given because in the meanwhile people 
may—managing  agents  th.ir.selves
may—have  made  up  their  minds 
about what I am likely to do; there
fore, some of  them  may  Uquidate 
themselves.  As I said,  they  might 
commit  suicide,  while  I  cannot 

slaughter till 1960.

Shri K. K, Basil:  The basic differ
ence is this.  He  beUeves  that  t̂
maintenance of this system,  it  will 
serve the economic life of the country. 
(Intemiptions)  ^

Pandit Tbakur Das Bhargava: Why
slaughter them at all?

Mr. Deputy-Speaker: If by 1P60, all 
these  companies—̂let  us  use  the 
expression  ‘slaughter’—instead  of 
being  slaughtered  get  themselves 
extinguished, where is the need  for 
slaughtering?

Shri Asoka MehU:  They shall not
get extinguished, they will Si*y  that 
there is no need to end them.  That 
goes against what the Congress  has 
been saying for the last ten years.

Shri N.  C.  Chatterjee  (Hooghly): 
Forget the Congress. -

Shri Asoka Mehta:  I am in total
agreement with  what  the  Congress 
said in their report in  1947. (Inter
ruptions)

Shri C. D.  Deshmiikh:  The  hon.
Member has been putting words into 
my mouth. So far as notification  of 
industries is concerned, it is  not  a 
question of approval. Obviously you 
cannot approve of  managing  agents 
in an  industry that is  not  in  the 
•̂ame plane as an individual approval. 
When I Say that, I will examine the 
instance of a particular industry, it 
wlll be with  reference  to  various

1 P.M.

(.ther objects, like the  necessity  of 
promotion of fresh units and finding, 
of finance for those particular units 
and it is possible that what the hon̂ 
Member is saying in regard  to  the 
trend of the whole of the  industrial 
field, both here as well as the  trend 
elsewhere, may help in regard  to  a* 
particular industry.  That is to say„ 
if we come to the conclusion that in. 
a particular industry there is neither 
promotional  activity  nor  financial 
activity for which one would neces
sarily have to look to the managing 
agent, in that case, I anticipate  fhe 
position would be that we will notify 
that industry.  How does that amwnt 
to saying that we want  to  continue* 
managing'̂ agents at all costs?

Mr. Deputy-Speaker:  All  that  he-
wants to know is, of all the various 
kinds of industries and so many com
panies that are there, is there not a 
single one even now, to which, as it 
stands at present and  if  the  same 
state continues for 5 years,  at  the 
end of 5 years the axe will be applied?

Shri C. D. Deshmukh:  So  far  as-
notifying of industries is  concerned, 
if the industry is notified there is no
question  of  picking  and  choosing 
What I mean to say is that even  if 
there are good managing agents they 
come within that.  In  the  case  of 
industries which are not notified we 
are concerned with the advantages or 
disadvantages of managing agents for 

individual units.

Mr. Deputy-Speaker: If there ?s no 
chance of any group or category  of 
in»!ustries being notified at all, what 
is the use of this clause here, because, 
good  c bad companies both—come 
under this when the ax̂  ̂applied? 
Even a single company which is very 
well-managed by the managing agents- 
will go because the axe  applies  to 
categories of  industries.  Therefore,, 
if the majority are  badly  managed 
and it is unnecessary to have manag
ing agents,  no  special  purpose  iŝ 
served by this.  Is there not even one 
case  a  concern  which  is  well- 
managed and which may :*ome under 
Claus® 1’
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Shri C. D. Desbmnkh: Who is saying 
<here would be no case?

Mr. Deputy-Speaker:  That is what
they are saying.

Shri C. D. Deshmukh: I am denying
it.

Mr.  Deiiuty-Speaker:  Now,  the
matter has been made clear.

Shri As(̂ Mehta:  Sir,  it is not
that the hon. Minister has made  up 
4iis mind that there is absolutely no 
category.  Those who  follow  me—1 
lifcve not got his speech before me......

M:-. Dcpaty-Speaker: Now, this is a 
-speech by the Minister.  Why should 
-the hon. Member go back  to  some 
other speech?

Shri Asoka  Mehta:  Ultimately  I
shall be waiting and ] shall be listen
ing with the  greatest  attention  to 
what he has to say in the course of 
liis reply.

Shri C. D. Deshmukh: Plus reading 
what I have said before.

Shri Asoka Mehta:  Then  I would
like to make a few observations  on 
the remuneration question that  was 
discussed the other day and that is 
connected with the points that we are 
'discussing  today.  While  discussing 
the question on remuneration he was 
not willing  to  take the average  of 14
per cent.  He  made particular  refer
ence to the 16 per cent which was the 
managing  agency  remuneration  in 
1952.  If you look up the index num
ber of industrial profits you will find 
'that in 1952 the profits were  abnor
mally low; perhaps,  with  only  one 
exception when it was the lowest in 
1942, frorfT'1942-1953 the figures were 
the lowest  in  1952.  Therefore,  it is
not proper  to  take. 16 per cent  as he
•was trying and to say that 11 per cent 
Tnfirks a substantial drop.  I  would 
-still contend that the drop would be 
■from 14 per cent‘to 11 per cenl

Shri C. D. Deshmukh: lO per cent.

Shri Asoka Mehta: All rights fron̂ 
j/t per cent to 10 per rent.  The other

day when the Finance Minister spoke 
about raising the limit from 3  per 
cent to 5 per cent In respect of the 
amount that may be contributed  to 
charity he said that if it is a question 
of raising from 3 per cent to 30 per 
cent it is a question of principle, but
3 per cent to 5 per cent is a  minor 
th'ng.  I hope he will apply the same 
logic here and a  drop from 14 per 
cent to 10 i)er cent cannot be m̂de a 
question of principle as he has been 
trying to make.  He said categorically: 
“We are trying an achievement which 
would be fully in conformity with the 
socialistic pattern of society which we 
are trying to introduce.”  I am  not 
using these words and I would beg of 
him not to use these words  Jaecause 
what he is doing is not surely in con
formity with the socialistic pattern, if 
this pattern has any recognised mean
ing.  In another speech he  gave  us 
detailed figures about the United King, 
dom.  If  you  will  examine  thosd 
figures you will find that, this is wha* 
he said:

“So,  you  get  all  kinds  of 
figures, and that, I think, illustra
tes the difficulty of trying to deal 
too meticulously with this pro
blem.  There are  two  ways  of 
dealing  with it.  One  is  on  a 
purely doctrinaire plane.”

Then Shri T. S. A. Chet.iar  jiter- 
vened and asked:

“May I ask a question?  Does 
this  difference  in  percentage 
differ from industry to industry, 
or is it purely dependant upon the 
bigness or smallness of the capital 
of the company?”

The reply  given  by  tĥ̂  Finance 
Minister is:

“I should imagine  that  it  is 
because of the size of the capital, 
because in the  lower  column  I 
have got all  kinds  of  thin«?s— 
Triplex  Safety  Glass,  Reeves, 
Allen and Hansbury, Platers and 
Stampers, Huntley  and  Palmers 
etc.,—all kinds of industries.”

Therefore, in England the  rembne- 
ration varies  with—if you  use  tlie
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words of the Finance  Minister —“the 
size of*the capital”.  That is what we 
have been demanding bv  suggesting 
that there should be a «l\ding  scale 
whereby if the profits arc too high— 
and, as he himself has explained to 
us beautifully and very lucidly over 
and over again that there is a rela- 
tioiiship between profits  earned  and 
the amount that would  be invested— 
the rate at which the remuneration 
should be calculated rhoijid be lower 
and v̂here the profits are  low—that 
means, where the capital invested is 
small—the  rate  of  remuneration 
should be high; it might begin wit̂:
11 per cent, and down to 5 per cent. 
That is, what I believe,  Shri Boga- 
wat’s amendment and Shri  Kamath’-; 
amendrment seek to do

If this is the position In the United 
Kingdom, if I have understood  the 
Financi Minister correctly, and if his 
researches and his  analysis  of  the 
conditions prevailing  in  the  United 
Kingdom have led him to this conclu
sion that I here  remuneration  varies 
with the size  of  the  capital,  why 
should that method not be  adopted 
here? Why does he want a  kind  of 
flat uniformity?  Why is he not wi’l- 
ing to accept  the  amendment—̂Shri 
Bogawat’s amendment—which is  still 
open with suitable modjfications’ He 
may make necessary modifications in 
the  amendment  but  the  principle 
underlying it must be accepted if the 
analysis offered by the Finance Minis
ter has any kind of relevance to our 
discussion.

Mr. Deputy-Speaker:  He says that
they are voluntarily doing it as in the 
case of Tatas.

Shri Asoka Mehta:  Sir,  the whole
■trouble of all this and the reason for 
introducing this Bill was due to the 
fact that these genetlcmen w<̂uld not 
do things voluntarily.  We have seen 
that over and over again and how can 
ve again say that thincs  would  be 
done voluntarily?  Then why are we 
wasting so much of our time over these 
640 clausê and 12 sch«i<lules’ Why are 
we spending days and days over this 
Bill and wasting reams of paper?

Shri K, K. Basa: We can discuss the 
thing and in the meantime  we can 
make an appeal.

Shri Asoka Afehta: My next point is 
that he misunderstood, the other day, 
the figures that were quoted by Shri 
M. S. Gurupadaswamy and said that 
if in mining industry they are getting 
1*8 per cent why should they raise it 
to 10; they will be satisfied with 1'8 
They are not satisfied with 1*8  per 
cent because the profits are low and 
their remuneration is low. The figur<=*<! 
which he quoted are what  they  are 
getting today.  The mining  industiŷ 
is bound to ̂improve in the next five 
years.  We are interested  in  large- 
scale development of mining industry. 
Profits w'ill go up then.  We want to 
know how far the managing agency 
remuneration is to rise.  If mines are 
of small scale then I can understand 
10 per cent, but if they are of  big 
scale—as the figures show; they  are 
available more to him than to me- 
should they raise to 10 per  cent 01 
should they be allowed to raise to ? 
per cent?  That is the  point  which 
Shri Gurupadaswamy has made.

•

Sir, I am concluding and this is my 
last point.  It is not much of a point 
actually, but I was sorry to find the 
Finance Minister turning round  and 
saying:

“I find myself unable to speak 
the same language as hon. Mem
bers opposite......”

I am unable to understand how he 
can say anything of this kind. .What 
have ^̂̂'e hon. Members opposite said’

......when they say Rs. 20,000
is  now  enough  for janybody, 
Rs. 30,000 is enough for everybody 
for a year, and 6 .per  cent,  is 
ample and so on and so forth.”

May be. Accordfhg to the Finance 
Minister, that shows that we do not 
care f«r evolution;—* that we do not 
care for it, and that we want revolu
tion and we want to blast up every- 
thing,-̂as he has said in the course 
of his other observations.
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But may I draw his  attention  to 
wbat his own party has to say on this 
subject? His own party.—H has been 
said here—wants that  profit  should 
be limited to six per cent. “A five per 
cent dividend in terms of emplojrment 
capital will be maximum limit for dis
tribution of profits”.  This is what his 
party has said.  Then, it  has  said 
somewhere else that  the  maximum 
should be 40 times the minimum, and 
should be brought down slowly to 20 
times the minimum.  This is exactly 
‘ what he has said and what they are 
saying, and he finds it very difficult to 
understand our language.  Evidently, 
the Congress Party speaks with  tŵ 
languages—one  language  when  it 
meets in  the  A-I.C.C.  outside  and 
another language when it sits on tJie 
Treasury Bench here.

Mr. Deputy-Speaker: It ilifiy be 
because  they  have  to  change  on 
accovmt of the Opposition!

Shri Asoka Mehta: If the Congress 
Party is not willing to carry out what 
it has been saying outside and if the 
price for it is that we should walk out 
of these benches,  I  would  be  too 
happy to walk out because I want my 
country to progress.

Shri Kamath (Hoshangabad): With
out being named !

Shri Asoka Mehta:  Without  being
named, I will walk out and return my 
salary to the Speaker.  The point is 
that I cannot  understand  this:  the
Finance Minister getting up and tell
ing us that he does not understand our 
language, plain language, that we are 
speaking. .What we are  speaking  is 
the very language that his leader has 
been speaking all these years outside 
the chamber, and it may be necessary 
that he may have to streamline the 
policies  of ‘'̂course  here.  But  our 
policy is not streamlining, and we are 
not going  to  adopt  the  policy  of 
streamlining  on  this  question  of 
managing agency which is of crucial 
importance.  This is not a t.uestion 
on which any amount of compromise

can be made.  I can  understand  □ 
year or  two  being  given,  but  the 
reason why I have moved my amend
ment is that after 1960, this obsolete 
and abnoxious system must  not  be 
permitted to exist in any  industrial 
enterprise in this  country.  I  hope 
and trust that this House which has 
accepted these ideas  outs'de,  which 
has approved the wide social  objec
tives which we all commonly  share, 
will endorse my amendment  and  I 
hope the Finance Minister, even at 
this late hour will be more respon
sive than he has been so far.

Shri  Kamath:  My  amendmentsr
stencilled copies of which have been 
distributed to Members, may also be 
taken as moved.  The chit system was 
adopted on Saturday and I did  not 
conform to that system.  They were 
not printed at that time.  I did not 
then know the numbers of my amend
ments, but I see they have been print
ed today. They have been supplied to 
Members.  I request that they may be 
taken as moved formally.

Mr. Depaty-Speaker: The chit sys
tem is only for the purpose of enabl
ing hon. Members to save the time of 
thie House.  If any hon. Member has 
got  any  constitutional  or  other 
objection, certainly, before  the  dis
cussion starts, the hon. Member must 
indicate to the House those points.  I 
will give  every  hon.  Member  an 
opportunity. Now, Sfliri Asoka Mehta 
has spoken. Shri Sadhan Gupta  has 
spoken.

Shri Kamath: I made the request on 
Saturday.  At that time, Shri Barman 
was in the Chair, and because the
amendments had not been  stencilled 
by that time, the Chairman permitted 
me under rule—I forget the rule—to 
move the amendments  on  Monday, 

today.  ^

Shri 1L K. Basa: He îd not know 
the numbers.

Mr.  Depnty-Speaker:  I  have  no
quarrel.  Now, as soon as the  hon.
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Member came here, and  before  the 
discussion started, why did  be  not 
move?  In that case, other hon. Mem
bers might have had an opportunity 
to say what they wanted to say.

Shri M. S. Gurupadas ;ir3my:  I had 
already given my amendments before 
the discussion started.

Mr. Deputy-Speaker;  If  the  hon.
Member does not know of the  chit 
-system, by all means, "et him refrain, 
but he must give sufficient indication 
of his amendments before the discus
sion starts.  If, in the  special  case 
where, as he has stated, he has not 
got the numbers of tho:se amendments 
with him, as soon as discussion start
ed tôay, he might have pomted out
* the fact and asked that those amend
ments may be taken as m.oved.

Pandit Tfaakor Das Bbargava: Shri 
Gurupadaswamy  saŷ that  he  has 
given notive in respect of these very 
amendments. ’

Mr.  Deputy-Speaker:  Shri  Guni-
padaswamy gave his amendments this 
morning.  They will be covered in the 
list.

Shri Kamath; If he has gjven, it is 
all right.

Mr. Deputy-Speaker.  A  particular 
thing may or may not  inconvenience 
an hon. Member but the House ought 
not to be inconvenienced.  £0, every 
hon. Member must know—aT»d  hon* 
Members do naturally  know—̂ what 
the amendments are that are going to 
be dealt with, and therefrre,  if  an 
hon. Member does not want to give 
a chit, by all means let him get  up 
find come forward with the  amend
ments as  soon  as  the  uiscussion 
starts.

Shri Kamath: That is why I got up.
Because the  amendmenis  had  not 
ijeen stencilled then and circulated, I 
rose to say what I did syy.  It  has 
tveen done now.

Shri T. S. A. Chettiar (Tiruppur): 
My amendment reads:

Pager 171  after line 13, insert: 
“Provided that before doing so,

the Government shall consult the

Advisory Commission  constituted
under section 409 of this Act”

The Finance Minister, in his reply 
to the discussion, has already agreed 
to consult the Commission, and I do 
not think there will be any difficulty 
for him to  accept  the  amendment. 
Now, I would like to discuss a  few 
clauses.  Shri Asoka Mehta mentioned 
about  the  evils  of  the  managing 
agency system.  We know the system 
and we are also familiar  with  the 
evils of that system,  but  companies 
cannot be run in a vacuum.  We have 
not heard any suggestion about  îhy 
alternative system that can be follow
ed.  It has not been suggested so far 
in the discussions in this House.

Shri M. S. Gurupadaswamy: Have 
- a managing director.

Shri T. S. A. Chettiar: That is pro
vided in the Bill. To me, the words 
“managing directors, secretaries  and 
treasurers” in essence will reflect the 
same system and they  will  not  be 
different very much from each other. 
I have  some  experience  of  these 
•matters.  I come from  one  of  tne 
districts in which there  is  a  large 
amount of industrial  activity,  and 
that is Coimbatore.  I have met those 
persons, and I know that  in  effect, 
anybody who has been put in charge 
of management, in the circimistances 
mentioned, will be about  the  same. 
How they will develop in the future 
in different conditions imposed in the 
Bill is something which we can only 
hope and see later.  But as far as I 
see now, those conditions will not be 
very different.  To me. to talk about 
the managing agents  may  be  one 
thing, and to abolish the. system or 
to abolish the evils in the system is 
another, and I shall come  t<»  those 
points later.  ’

We have got many clauses  which 
seek to abolish the »»vils in tiie manag
ing agency system. That is the  first 
point. There is a clause to remove all 
directors for fraud. Clause 337 provides 
for tlie removal of the managing agent 
for gross negligence  or  mismanage-
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ment.  If the shareholders can prove 
to the Central Government that  the 
directors have been negligent in the 
management of the company, that the 
losses or other defects in the manage
ment of the company are due to negli
gence, the managing director can b.e 
removed.  Clause 343 provides for the 
mar.aging agency not to be heritable. 
This is a great improvement on the 
old system where it was made herit
able. Clause 347  provides  that  the 
Temuneration of managing agents shall 
npt exceed ten per cent, of net profits, 
ordinarily. Clauses 356 to 363 say that 
the managing agents or their associa- 
tiates cannot be employed as selling 
agentŝ etc. These are all very healthy 
restrictions.  I welcome those restric
tions, but there is no point in saying 
that there should not be the managing 
agency  system; I  am  not  able  to 
imderstand that proposition, because 
no alternative method of management 
juas been proposed.  Managing agen
cies are not evolved in a day.  Huge 
industries have to be managed. Today, 
we expect that the private sector will 
mvest about Rs, 750 crores to Rs. 1,000 
crores in the next five  years.  That 
means people must come forward to 
take shares, but we know that certain 
names count in inviting  shares  and 
certain names do not count or attract. 
If that is the case; we cannot abolish 
ine system, simply because we have 
bome ideological differences. Ideologi
cal differences are all right in the dis
cussion but in the actual  matter  of 
doing the thing, I think we have to 
see the facts as they are, and to my 
mind, bad as they may have been— 
and power has been taken to abolish 
the abuses—̂we must give time to the 
country to' evolve other  systems  of 
management.  A, sugegstion has been 
made, I think, in the A-I.C.C. meeting 
and even in other places, that a socia
list pattern of society should envisage 
the management of business through 
co-operative meaiis.  That is absolu
tely true, but  today, as  far  as  we 
have seen, we have not seen a single 
successful venture on the co-opfrative 
model. In fact,  no  companies  have 
been started on the co-operative model

I wish and believe that as time soee 
on, respect for wealth will be lessen
ed and respect for the human ingen
uity and character will be more; that 
will be the basis of the co-operative 
system.  In  the  seminars  on  th& 
Five  Year  Plan  for  the  southern 
region while discussing  this  matter 
we  could  not  find  any  example 
of  successful  business  on  the 
co-operative  basis.  To  me  the 
essence of the question is, whether we 
can  find  alternative  methods  of 
management; and the reply  is,  for 
the abolition of the managing agenoy, 
we have to evolve a kind of manage
ment which will be without the evils 
which are  there  in  the  managing 
agency system.  I think it would  be 
playing with the nation’s future to say 
that we shall abolish  the  managing 
agency system today or even in 1960, 
unless  we  evolve  an  alternative 
method of management without these 
defects.  Even if we want to do it; 
it will be wrong to announce lt» as In 
that case they will not have any inter
est in the  management.  They  wUl 
exploit and get all the  money  that 
they can possibly get.  To my mind 
if you  have  any  idea  to  abolish 
managing  agencies,  then  terminate 
them whenever necessary if they do 
not prove good.  But  in  the  larger 
scheme of industries  before  us,  I 
think it will be a great danger for us 
to abolish the managing agency sys
tem,  before  we  evolve  a  better 
method of  management.  Statesman
ship consists not  only  in  assuming 
power; statesmanship also consists in 
giving them a new trial, because we 
have no other  alternative  manage
ment.

Now I would like to  say  a  few 
words about clauses 323, 325, 331, 337 
and 343.  To my mind, clause 323, as 
it is worded at present, gives ample 
power to Government to abolish the 
managing agency system in certain in
dustries.  The following, clause gives 
powers to the Central Government to 
approve or disapprove  of  managlnf? 
agents in certain individual companies. 
Even before the notification Is issued, 
under clause 323, if certain companies



are fjaudulent, if their management 
is not good, it their remuneration is 
high and if they infringe the interests 
of the  minority  shareholders,  then
. there is enough power given to Gov
ernment to take suitable action.  The 
Government can appoint directors on 
the representation of 10 per cent of 
the shareholders.  The  Government
can remove  the managing  agents.
Therefore, clause  323  gives  ample
power to Government to regulate the 
m£inaging agencies in future, so that 
if in  any  industry  an  alternative 
management can be found, the Gov
ernment can  abolish  the  managing 
agency for that  particular  industry.
There is enough power for  Govern
ment tp abolish the managing agency 
In any industry.  A complaint  was 
made by Shri Asoka Mehta that the 
Finance Minister  has  not  declared 
that. What declaration .can  the  Fin
ance Minister make, more than what 
is contained in the provisions of the 
Bill itself? To my mind, if the manag
ing agents of certain companies  are 
bad, the people will not allow them 
to continue, the shareholders will not 
allow them to continue, if they are not 
functioning properly.

I now come to clause 331.  This 
clause says that no managing agent 
shall have managing agency of more 
than 10 companies.  To my mind, 
this is bound to be irksome and in
effective.  To a certain extent, it will 
prevent concentration;  but I think 
it is almost true that many of the 
managing agents who have more than 
10 managing agencies will retain their 
managing agency of 10 companies, and 
convert the  others  into  secretaries, 
treasurers or managing directors.  All 
the same, clause  331 is an improve
ment, though to my mind, it will not 
be really effective.
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There is also another thing which 
has not been considered in this Bill 
and that is  regarding  holding com
panies.  There may be a holding com
pany which may have a hundred sub- 
■idiaries and the managing agents of 
that holdi/ig  company will be able to 
control all the 100  subsidiaries.  For 
inirposes of clause 331, they will be 
•onsidered as the managing agents erf

only one company.  This matter baa 
not been taken into consideration in 
the Bill at all.  Under this clauae» 
one can be a managing agent of 10 
companies, *which again ipiay  have 
any number of subsidiaries.  To my 
mind, these are the defects in clause 
331.  To the extent to which it goeî 
it is welcome; but in my opinion, it 
must go much farther.

I would like to say something about 
clause 347.  This clause has been the 
subject  of  considerable discussion. 
It has been pointed that the average 
income to  managing  agents is aboilt
14 to 15 per cent, of the  company’s 
profits, but it is now being brought 
down to an average of 8 per cent. Am 
I have earlier mentioned in connec
tion with clause  197, I feel that it 
will be better if we can have a slid
ing formula to regulate the managing 
agency  commission.  Personally,  I 
am for such a formula on a sliding 
basis.

Coming to the next  point, every 
managing agent has to come up lor 
renewal before 1960 to the Grovem- 
rtient.  I believe the Government will 
make a statement on the floor of the 
House that when they consider the 
renewal  of  any  managing  agency, 
they will lay down the terms accord
ing to which that  managing agency 
will have to function.  We also hope 
that it will be the policy of the new 
Company  Law  Department to see 
that as far as possible, remuneration 
is fixed in proportion to the earnings 
that will  accrue  to  the  managing 
agents.  The  remuneration should 
not be 10 per cent.  The commission 
may be 5, 3 or 2 per cent fixed on a 
sliding scale.  I think  toe Finance 
Minister should give a specific assu
rance to this House, that it will be 
the policy of the new Company Law 
Department of the  Government of 
India to see that the  remuneration 
will be fixed on a sliding scale, at the 
time ®f the revision* of the managing 
agencies*  agreem̂ts.  I hope  that 
Government will give us the assur
ance tjiat they will deal  with  com
panies getting large incomes in a wav 
consistent with their  responsibility
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and that the incomes of many of these 
companies will be reduced.

I would like to say a  word about 
clause 351. About clause 351 also I am 
not very happy.  Clause 351 says:  that 
if a special resolution is passed by the 
shareholders and is approved by the 
Central Government as being in the 
public interests, even this 10 per cent, 
can be enhanced.  I  would like to 
know if the  Government have in 
view any cases, and in what cases this 
commission would be enhanced.  We 
would like to have  some examples 
of cases in which this  commission 
wiU be enhanced.  I do hope that the 
words ‘public interest’ wUl be inter
preted to mean that  wealth should 
not be allowed to be  concentrated; 
they should also be  interpreted to 
mean that if a  certedn  encourage
ment is necessary in the early years 
of a company, that  encouragement 
may be given.  It will help the House 
considerably if we can  be given an 
idea of what they mean by public in
terest, and in what  circumstances 
they will accept this increase.  This 
is a very important  matter  which 
must be exercising the mind of the 
Government and I do hope they will 
be able to give us some examples of 
this kind.

Then, I come to  clauses 337 and 
843.  Clause 337 says that a manag
ing agent can be removed for fraud. 
Clause 343 says that managing agen
cy is not to be heritable:

“Any  agreement  made by a 
company with its managing agent 
after  tljp  commencement  of 
this Act shall be void in so far 
as it provides for succession to 
the office by  inheritance or de
vice.”

This clause iŝ  welcome as it is. 
But, knowing as we do that many 
of the managing  agencies  are not 
firms, but private  or  public  com-- 
panies, in many cases, this clai&e will 
not operate at all.  The  reason is 
this.  In a firm, When a partner dies.

his son cannot be a partner unless 
the other partners  agree and there 
is a fresh agreement for the firm.  In 
a private company or a public com
pany, rt is a matter of shares. But, if 
A who has a son B, holds 50 per cent, 
or 45 per cent,  or a  large number of 
shares in a managing  agency com
pany, the result will be, by virtue of 
the shares—he may-be a dud, he may 
be a fool, he may be a  blackguard; 
that is another matter—̂by virtue of 
the shares that possesses he is bound 
to become the managing  agent, by 
virtue of the monetary position that 
he has in that company.  So, we must 
regard that clause 343 will be appli
cable only in the case of firmS.  But, 
in cases of private  companies  and 
public companies where a large part 
of the shares is held by the manag
ing agents  tfiemselves, there is no 
method of preventing the managing 
agency becoming heritable.

Shri K. K. Basu: There is an am
endment as to private companies.

Shri T. S. A. Chettiar:  That is a
matter which  requiries to be gone 
into.  •

Mr. Deputy-Speaker:  That  is  to
say, what is inevitable, allow it. They 
wanted to prevent this and say that 
it ought not to be  heritable.  Hon. 
Member thinks that in  practice, it 
may be inherited.  On that ground, 
does he want a removal of the clause 
altogether?

Sbri T. S. A. Chettiar: I would not 
like it to be heritable even that way. 
Whenever there is any change in the 
managing agency, it has to come be
fore the Government. I  think Gov
ernment will bear this in mind that 
it is not merely  the  shareholding 
that will be the main  consideration 
in coming to a decision in this mat
ter, but the character, ability, experi
ence, etc., must be the main factors 
to be taken into consideration in any 
renewal or in the  constitution of a 
new managing agency.  ‘

Mr. Depnty-Speaker:  Fit,
and other things are there.
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Shri T. S. A. Chettiar: That is one 
of the main matters to be  discussed 
in clause 324.

Mr. Depnty-Spcaker:  Very weU.

Shri T. S. A. Chettiar:  Clause 325
(2) says:

“The Central Government shall 
not accord its  approval  under 
sub-section (1) in any case imless 
it is satisfied

(a) that it is not against the 
public  interest  to  allow  the 
company to  have a  managing 
agent;

(bj that  the  managing  agêt 
proposed is, in its opinion, a fit 
and proper person to be appoint
ed or re-appointed as such, and 
that the conditions of the manag
ing agency  agreement proposed 
are fair and reasonable-----”

We are vesting the  Government 
with so much power.  I do hope that 
the  Company  Law  Administration 
will have certain precedents, certain 
cases decided on fundamental princi
ples which they will have as a guide 
and apply to all  people who come 
before them, regardless of any other 
circumstances, man to  man or any 
party» etc.

Pandit  Thakur  Das  Bhargava:
Those principles are not indicated in 
the clause.

Shri T. S. A. Chettiar:  It is true 
that they have not been indicated in 
the clauses.  To that extent there is 
a defect in the Bill.  The  Bill is a 
huge one.  I would like these things 
to be indicated in the Bill.  Even if 
they are not indicated, I would like 
that the Company law  Administra
tion should establish  certain tradi
tions, certain precedents founded on 
well understood principles so that, as 
we know in a court of law in any 
case, what the law on "fee subject is, 
it must be possible for anybody who 
is coming brfare the Company Law 
AdminisCation to know what are the 
conditions that would be  r̂mally 
laid down by the Company Law Ad- 
misosbration. ,

Shii Tnlsid9s: May I ask the ham.
Member to tell us what would be his 
suggestions as  regards the criteria 
for the  Government  in  deciding 
whether a person is fit and proper?

Shri EL K. Basa: Is it ex-Ministers?

Shri T. S. A, Chettiar:  You know
better.  I said that he have ability, 
experience, etc.  I can only say a 
few things:  experience  in business, 
r̂ utation  for  integrity.  These 
must  be largely  considered  with 
reference to the actual business of 
the company ccmcemed.

Mr.  Deputy,-Spealccfe’:  The  hon.
Member  was  in  the Joint  Com
mittee.

Shri T. S. A. dbettiar: 'yTe con
sidered many of these matters.  So,
I am saying that it must be evolved 
in actual experience.

Reference  was  made  by Shri 
Asoka Mehta to the Congress reso
lution in 1947  that  the  managing 
agency system sjhould be abolished 
as soon as possible.  I believe that 
the  Congress  still  adheres to  that 
•resolution.  But, what is the alterna
tive management that we have be
fore this country, especially when we 
have a large programme for indus
trial expansion?  The problem, as I 
mentioned a little while ago when 
the hon. Member was not present̂ 
is not one of abolishing the managing 
agency system.  The problem is to 
evolve  another  system  of better   ̂
management.  Of course,  co-opera
tive management is the best  system. 
But, how  co-operative  management 
can be evolved suitably  for large 
industries is  something  which has 
not been faced till now, ̂ If the State 
can,—and I think the State should,— 
giv̂ encouragement to co-operative 
management by way of less taxa
tion or in some other ways, and en
courage certain  people,  say in the 
sugar and textile fields, in which the 
management  techniques are known, 
to  have  an  alternative  form  of 
management,  and  if such  manage
ment̂ develops properly, then it will 
be time for us to come categorically ' 
an4 say that the managing agency 
system has so many evils, there is
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another system * which has less evils 
and so let us choose the better one.

Shri K. K. Baao: The more paying 
one.

Shri T. S. A. Ghettiaf: The problem
is not a negative one; it is a positive 
one,  to  evolve  a better system of 
management.  Till now, we have not 
evolved any better system of manage
ment.  In the absence of a better 
system,  mere  negative  action  in 
aiiplishing the managing agency sys
tem wni not do any good.  Such an 
action will only create chaos in the 
business world.  Negative action will 
prevent the  progress  of industriali
sation which we want to have and 
which is absolutely necessary to raise 
the standard of living in the coxmtry, 
which is absolutely necessary to give 
emplojrment to our people.  To my 
mind, practical action in life does not 
depend  on merely talking of ideolo
gical differences.  Society must evolve 
a better system. Till then, I hope this 
Bill will help in the evolution of a 
better system of management.  We 
cannot abolish the system as sucfi. 
while certainly we should t̂ e action 
against individuals  who do  not be
have properly.

Mr. Depaty-Speaker: Therefore, the 
hon. Member suggests that sub-clause 
1 should go: with respect to particu
lar categories of industry, a notifica
tion may be issued, etc.

Shri T. S. A. Chettiar:  You have
not understood  me.  That wiU re
main to enable Government to take 
action ih such cases where they con
tinue to bêbad.

Shri N. C. Chatterjee:  We have
now reached the most  controversial 
clauses  in  this  Companies  BilL 
Naturally,  there are  boimd to be 
very acute differences of opinion.

I have listened very  carefxdly to 
the very interesting si>eeĉi delivered 
by my friend Shri Asoka Mehta, but 
I am not convinced that he is right or 
that this Parliament will be justified 
In  pronouncing  capital  sentence 
•traîtaway on all managing agen

cies ad hoc.  I am almost sure that if 
Shri Asoka Mehta had been a miem- 
ber of the Joint Committee and had 
approached the subject with an objec
tive mind, he would  have endorsed 
what we have done in the Joint Com
mittee.

There were two schools of opinion 
very strongly represented, and there 
were witnesses who came and argued, 
one for immediate  abolition of the 
managing agency system and another 
for mending it and  putting certain 
restrictions on its  working.  Ulti
mately we struck a via media and I 
think what we did  was not .wrong, 
and it would be entirely improper in 
the existing structure of  the indus
trial economy of the country to im
mediately liquidate  managing agen
cies or to pronounce a verdict that 
this Parliament in its wisdom, in its 
conjoint wisdom, says that there shall 
be no managing agency in any part 
of the private sector from a parti
cular date.  Even  when the clause 
was introduced that when a notifica
tion is issued under  clause 325, no 
managing agency can be  api>ointed 
for a company  without the specific 
approval  of  the  Government,  I 
doubted whether it would be legal or 
constitutional for the Government to 
take such wide,  extraordinary and 
uncanalised  powers.  Therefore, the 
Finance Minister  took  some time, 
consulted the Law Ministry probably, 
and put forward certain  conditions 
which are prescribed in  clause 325, 
namely that public  interest must be 
subserved, the  qxialification of the 
person should be taken into account 
and that the managing agent must be 
in a position to fulfil the  conditions 
prescribed by the  Central Govern
ment. I am not quite happy whether 
these conditions are  very  properly 
framed, or these are the proper cri
teria.  But I know  that the private 
sector is still very deeply perturbed 
over the conditions we are imposing 
and over‘the very wide powers, ex
traordinary powers we are conferring 
on the Central  Government.  Very 
loud and cogent protests, I must say, 
have been voiced by big  managing



12259 Companies Bill  5 SEPTEMMai 1955  Companies Bill 12260

agency firms and  some of them do 
deserve consideration.

The Bhabha Committee in its very 
considered reix>rt has rightly point«d 
out that the managing agency system 
has played an important role in the 
industrial structure of the  country. 
Whatever little progress India hat 
made in the field of industrial organi
sation and enterprise has been lar
gely due to the efforts of certain well- 
known managing agency firms, well- 
known businessmen and industrialists 
associated with established houses of 
managing agente.

I want to make my pcoitioii dear.
If India had an  integrated capital 
marketl I would have voted with Shri 
Asoka Mehta and supported his am
endment.  If India had today really 
organised investment  syndicates or 
under-writing firms or* trusts through 
which private investment  could be 
secured for industry,  there would 
have been no hesitation.  But I think 
the main finding of the Bhabha Com
mittee is still correct and holds good. 
I do not know whether you have got 
the Bhabha Committee’s report, but 
at page 83 top you will  kindly see 
why they have  recommended, why 
the Bhabha Committee knowing the 
malpractices,  knowing the  abuses, 
knowing the other difficulties which 
have been created by the  managing 
agency system,  knowing the lapses 
which had taken place from standards 
of behaviour, are  recommending its 
continuance.  At page 83  top, you 
will find this significant sentence-.

"While history  has  changed 
and geography has been counter
ed by modem  developments in 
transport  and  communication, 
this country still lacks a properly 
organised capital market  An in
tegrated  capital  market,  with 
issue houses or investment syn
dicates occupying a central posi
tion in it, provides  the  main 
channel  through  which  private 
investments are made in all ad
vanced, countries of  the  world. 
In this country, the  functions 
performed by these financial in
stitutions  have  been  hitherto 
largely carried on by the mansuE-

ing agents, who have thus been 
able to entrench  themselves  in 
a very strong  position  in  the 
private sector  of  the  coimtry’s 
economy.”

Therefore, taking an objective view- 
taking a practical view, not reading 
all these American books whiah my 
leeirned friend has cited...

Shri Asoka Melita: Please read the 
Reserve Bahk  bulletin.  Do not read 
the Bhabha Committee Report  Then 
you wiU know what  the  facts art 
Ignore the American books.

ShrL N. C. Chatterjee: I ignore the 
American books.  I am  not over
weighted by all this  book learning 
^d all these statistics that can be 
played about either way.  But what 
I am saying is: can anybody in this 
House say that today  this country 
has got a properly organised capital 
market, issue  houses or investment 
syndicates occupying a central posi
tion therein which can really secure...

Shri As&ka Mehta: Seventyfive p&r 
9ent. of capital is raised through in
ternal financing.  That is  what the 
Reserve Bank bulletin says.

Shri N. C. Chatterjee: Every man 
with any commonsense knows, apart 
from books, apart  from  statistics, 
that really people subscribe for shares 
in companies simply  because tĥ  
have some fsdth in the integrity and 
credit worthiness of managing agen
cy houses who  say  that they are 
floating these  concerns.  Take tiiat 
practical aspect.  Would it be right, 
when the Planning  Commission it
self says that the private sector has 
got to continue?  I have  not mudi 
faith in Congress  resolutions.  My 
friend Shri Asolm ' Meihlta, although 
he criticises the  Congress, has mwe 
faith in Congress  resolutions than 
even Congressmen.  But look at the 
Planning Commission.  The Planning. 
Commission is presided over by the 
Prime Minister of India, is that not 
so?  And the Planning  Commission 
itself'says you must keep the manag
ing agencies if you want  industrial 
development, and thM’efore they say
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you must make all possible efforts to 
remove the abuses and malpractices. 
And at page 8&, if you see the top of 
that page, this is the conclusion of the 
Bhabha Committee:

**We feel that,  shorn of the 
abuses and  malpractices which 
have disfigured its  working in 
the recent past, the system may 
yet prove to b« a potent instru
ment for tapping the sfHrings of 
private enterprise ” 

pon’t you want, does not this Par
liament want, do not the elected re
presentatives of the people of India 
want that there should be industrial 
development in this  country, there 
should be more capital  formation, 
and do they not want  that there 
should be some instnmient for tap
ping the springs of private enterprise? 
When we have got no other alter
native. it will not be  proper to kill 
it straightway.

I was very  much  impressed, I 
should frankly say, by  the evidence 
which was  given  before the Joint 
Committee by the  Bombay Share-* 
holders’ Association.  They were very 
critical of managing  agents, and I 
may tell you the witnesses who came 
forward gave cogent instances as to 
how the restrictions should be put, 
how definite limitations should be put 
in order to take precaution against all 
undesirable practices. But I am read- 

 ̂ ing one sentence of theirs;

“We are of the  opinion that 
while the managing agency sys
tem may be continued at present, 
its working, financial,  manager
ial, business and all  other as
pects, shô d be reviewed after 
five years in 1959  and it should 
then  be  determined  after  a 
thoraugh  enquiry  how far the 
managiî agency  system should 
be continued or should be modi
fied.” < ,

That was the view which appealed 
to us and I submit that it is a pro
per view.  They go on:  •

**By stages the managing agen
cy system has been abolished in

the sphere of banking and insur
ance.  We consider it desirable 
that a fuller enquiry be made in 
due  course  to  ascertain exactly 
the services  which  managing 
agents render to the industry in 
the changed economic climate in 
the country now prevailing.”

We pressed for this, we pressed for 
facts, we asked  the  Government; 
“Have you got  the  organisation? 
Have you got the  necessary data? 
Make up your mind and let the Joint 
Committee know.”  They  candidly 
said they have not got the organisa
tion. ’

You know, Sir, Sir N. N. Sarkar*s 
Bill was not a bad Bill. His Act was 
not a bad Act.  There  was nothing 
inherently wrong, nothing inherently 
immoral in them. He tried to tighten̂ 
but it proved ineffective.  The Bha
bha Committee has said it has been 
ineffective because the  Government 
had no organisatin, because there was 
no central authority,  because there 
was no organisation set up to keep 
a continuous watch on the working 
of the 29,000 companies  functioning 
in India.  Therefore, they have said: 
scrap any law commission, any com
pany law reform bill or anything like 
that.  Unless and until you set up a 
proper central  organisation  which 
will command the  confidence of the 
people and which will be in a posi
tion to do justice, to have a continu
ous watch over the machinations and 
working of the different  companies 
and which will see that the Compa
nies Act is properly implemented, you 
will not succeed. They can collect the 
data. They can have the necessary in
formation.  They caan give the neces.- 
sary facts to Government,  and they 
can make their own recommendations. 
I agree with Shri T. S. A. Chettiar'â 
suggestion that  Government should 
not take an ad hoc decision sitting in 
North Block or South  Block . or  the 
Minîrial rooms,  sayingl, on this 
day, we finally decide that tiiere shall 
be no managing agency in a particu
lar /company.  That would be most
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improper.  They should act on some 
data.  I think the view of the Bom
bay Shareholders’  Association also 
appealed to the hon. Finance Minis
ter.  He thought  about it, and he 
found out that he had not the data, 
and that he had not the  necessary 
materials to make up his mind or to 
instruct the Joint  Committee or to 
place before Parli-ament all the de
tails which would enable Parliament 
to decide it.  So, the Bombay Share
holders’ Association gave us the cor
rect lead, and I hope Parliament will 
accept that lead.  They  demanded 
that there should be a proper review 
after five ye£irs,  i.e. in 1959.  I  also 
demancipthe same thing, but only one 
modification I make and that is that 
I do not agree with ,Shri T. S. A. 
Chettiar that this advisory commis
sion should do.  •

I want a proper Central organisa
tion to be set up, as  has been sug
gested by the Bhabha  Committee. 
You know they have said that there 
should be an  autonomous indepen
dent organisation set up; of'course, it 
may be functioning in close co-ope- 
ratron with, and accepting the finan
cial policy of, Government, but un
less such an  organisation is there, 
nothing will  happen.  They  have 
pointed out that ‘overlegislation’ wm 
' not moralise people.  They have said 
that you can put any number of res
trictions, but they  will not  bring 
about the desired  millenium, unless 
there is this  Central  organisation. 
They have pointed out that the ab
sence of a Central authority has to a 
large extent defeated the object of 
the previous company legislation.

Very cogent reasons have been ad
vanced by the Bhabha Committee for 
the creation of a Central authority to 
direct and to supervise the adminis
tration of the Companies  Act.  So, 
there is the need for a strong Central 
organisation continuously and closely 
watching the activities of joint-stock 
companiss.  You can formulate con
ditions, you can lay down all sorts 
of restrictions, but they will remain 
absolutely dê  letters  unless and 
imtil they are enforced in actual»life.

At the same time, there must not be 
too much of rigidity; there must be 
flexibility.  ,And therefore, they have 
strongly recommended  that such a 
Central authority should be set up. 
Government should accept that car
dinal principle, and not merely ask 
for an  advisory  committee.  They 
should see that some such  Central 
authority is set up.  That  authority 
should get the necessary details, they 
should make a report to Government, 
and the Government should give us 
the facts and figures.  There shou}4 
be a comprehensive  review at the 
end of five years i.e. in 1959, as sug
gested by the Bombay Shareholders*' 
Association.  And then we can make
up our minds.

I do admit that a  point may be 
made that the very  fact that the 
managing agency system is allowed to 
continue may act as a deterrent or 
as an impediment to the growth of a 
properly organised capital market.  It. 
may be so, but let us be practical 
We think on the whole that we have 
not made a doctrinaire approach. We 
have not made an ideological appro
ach.  We have not been overweight
ed with  resolutions  passed  many 
years back—maybe, by very big peo
ple.  We have tried to  look at it 
from the practical and the objective 
I>oint of view, and we think that what 
we have done is the right thing to 
do.  We demand that the hon. Finan
ce Minister should make the position  ® 
clear and say that  he  accepts the 
basic recommendation of the Bombay 
Shareholders’  Association, and that 
he will make a review of the whole 
position after five years  and place 
the data before  Parliament so that 
Parliament will then be in a position 
to decide what particular sector or 
what particular  portion of a sector 
ôuld have no managing agency any 
more.

Now, this continuity of the manag
ing agency will depend on the ave
rage good behaviour of the  managing 
agenis themselves.  They must rea
lise their responsibilities in the new 
set-up.  If they can  promptly and 
thoroughly remove all the malpra<;ti-



12265  Companies Bill  5 SEPTEMBER 1955 Companies Bill 12266

[Shri N. C. Chatterlee]

«es and evils that have grown up, 
juid if they can develop a code of in
ternal self-purification or self-control, 
ên I do not think there will be any 
demand for slaughter.  The demand 
for slaughter has come only because 
they have not been  able to •ontrol 
their comrades who have been behav
ing badly, and they have not set up 
;any decent standard of behaviour.

Shri  C.  C.  Shah  (Gohilwod— 
Sorath): They wiU listen to his ap
peal, I am sure. *

Dr.  Kriahnaswanii:  It is a ̂ good
;Scrmon.

Shri N. C. Chatterjes: As a matter 
of fact, that is not really an ultima
tum; that is a warning which this Bill 
is giving to them.  If  they cannot 
set their house in  order, then we 
yhall know how to deal with them.

But in the overall picture of plan- 
■tng, private enterprise must conti
nue to play a vital part.  That is the 
definite finding of the Planning Com
mission, and that we cannot ignore.̂ 
Jn helping and intensifying the pro
gramme of development and expan
sion, you cannot at  once do away 
with the managing  agency system, 
Ji you do that,  you  will be doing 
ôme disservice to the country.

Booklets have been given to us by 
-the managing agency houses I do not 
want ipse dixits  of  the  managing 
agencies, but facts have been given 
Jn  the  booklets  supplied  by  the 
’ managing agency houses to Members 
jof Parliament

Take, for instance,  what  Messrs. 
Tata Iron and Steel Co.  Ltd. have 
pointed out in regard to what their 
iT>arfaging agents have  done.. Their 
managing agents are  Messrs.  Tata 
Industries Ltd.  In the  booklet en
titled Achievements  of  Managing 
Agency System they  have  pointed 
out that in a certain year, great fin
ancial difficulties were experienced.

Shri C. C. Shah:  That is an old
ftory.

Shri N. C. ChaAterjee:  You do uaA
like it?

Shri C. C. Shah:  I  lik̂ it  very
miirh.

Shri N. C. Cbattecjee: Do you want 
Shri Asoka Mehta's books, or do you 
mnt lacteT

Shri S. S. Bfore (Sholapur): Quota 
somethmg new.

Shri N. C.  Chattedee:  This ia
what they have said in the booklet:

“The Imperial Bank of India, 
with whom the company had an 
overdraft  aJrrangement, asked for 
additional  security  against  the 
advances made to the company 
by the Bank.  The company was 
unable to provide this additional 
security and,'in order to accom
modate it at this  critical junc
ture, two of the partners of the 
managing  agents’  firm, viz.  Sir 
Dorab Tata and Mr. R. D. Tata, 
came to its rescue  and offered 
the Bank the necessary additioẑ 
al security on their personal pro
notes.”

I think you wanted to  know the 
position of the Titaghur Paper Mills 
Co. Ltd. The managing agents of this 
company are Messrs. F. W. Heilgers
& Co., Ltd.  It has been pointed out 
in this booklet that there was a loss 
in a period of five years to the tune 
of Rs. 36:40 lakhs.

“In order to meet these losses 
the managing  agents advanced 
Rs. 30 lakhs to the company.  It 
was necessary,  however, to re
organise the capital structure in 
September 1925.

Under this scheme, the manag
ing agents offered to  forgo the 
loan of Rs. 30 lakhs which they 
had advanced to the  company. 
Accordingly, the  face value of 
the shares was written off to the 
extent of Rs. 18 lakhs and the 
debts of the company reduced by 
Rs. 30  lakhs.  The  managing 

agents  were  allotted  175,000
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deferred shares of Re. 1 each in 
consideration of their gesture to 
write off  the  advances to the 
company.  The managing agents
also waived all remuneration due 
to them during the  period the 
company was in difficulties**

So, they are not all bad, they are not 
«11 wicked; they are not all perverse; 
they are not  aU  trying  to  black- 
market.  There are good  and bad 
managing agents; and of course, the 
bad reflects on the good.  All that I 
want to point out here is that there 
is naturally some  uneasiness in the 
private sector; there is some appre
hension that the  tjTanny of bureau
cracy cind political power may lead 
to favouritism or  jobbery or other 
undesirable things.  That is the fear 
which they have.

I would  give  Government such 
wide powers as they are seeking to 
take now, provided they would ac
cept the main recommendation of the 
Bhabha Committee who have pointed 
out that the absence of a  Central 
authority has to a large extent hul- 
iified the administration of company 
law and has made possible these mal
practices,  If a Central organisation 
is set up as recommended by them, 
which will  be  indeoondent of any 
political control or any party control, 
then I would  certainly be prepare 
to give Government very wide pow
ers for the purpose of keeping the 
managing agency but  taking away 
their powers, or  for liquidating the 
same in a particular part of the sec
tor, if it is found that it is imneces- 
sary or that they  are  not  behaving 
properly.

We are not unmindful of the fact 
that, in certain fields especially, in
dustrial enterprise has to a large ex
tent been helped by the pioneering 
efforts of the managing agencies. But 
we have paid the price for it; we 
do not want to pay too much price 
for it any more. I ̂ nk on the whole 
that what we have done in the Joint 
Committee is not improper.

At the same timev  one thing has 
been oyerlooked,  and  that is this.

The country should  know that we 
have gone much farther than the ori
ginal Bill itself.  I think it was you 
who had observed in the  course of 
the discussion on the  original Bill, 
that  the  first thing  that should  be 
done here is that there should be no 
heritability. And some of us also said 
that the  greatest blot  would be to 
aUow this to descend.  If I remember 
aright, it was Shri  Manu  Subedar 
who said that there is an inherent in
competency in the third  generation. 
But managing agents have got a par
ticular  virtue  or  quality  which ̂ is 
passed on from generation to genera
tion.  So, in clause 343, we have pro
vided that managing agencies shall 
not be inherited.  We have provided 
in that clause as follows:

“Any  agreement  made by a 
company with its managing agent 
after the  commencement of this 
Act shall be void in so far as it 
provides  for  succession to the 
office by inheritance or devise.”

2 P.M.

.  Therefore, you cannot  will it; you 
cannot bequeath it. It cannot devolve 
like that.  It must come upon its own 
merits, and that, I think, is the proper 
thing.  I hope the private sector will 
not be vmduly  perturbed by these 
restrictions.  On the whole, we think 
that the view of the Bombay Share
holders*  Association is the  proper  ̂
view that should commend  itself to 
the Finance  Minister.  I  think the   ̂
Finance Minister cross-exa«iined them 
and put straight questions to them-̂ 
would you advocate immediate aboli
tion of the managing agency, system? 
Although they are strong critics of the 
managing agency system,  they were 
constrained to admit that  unless an 
alternative was developed, and unless 
there was a proper money market in 
this country, it would be  disastrous 
completely to abolish the  Tnanaging 
agency system, whfch will mean criî 
plmg the incentive, at the same time 
diying up that particular machinexy 
for tapping private  resources which 
are the only ones now  available in 
our country.
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Dr. Krishaaswaml:  This important
batch of clauses raises  questions of 
principle and economic policy. I have 
moved amendments  to  clauses 323 
and 325,  These  are numbered 823 
and 827 on the Order Paper.

I shall have much to say on clause 331 
and would invite the Finance Minis
ter to take the House into his confi
dence on the general principles which 
have influenced him in accepting the 
suggestions of the Joint Committee.

L̂et me consider clause 323. I hope 
I am interpreting it correctly.  Clause 
323 reads as follows: ‘Tower of Cen
tral Government to notify that com
' panics in specified classes of industry 
or business shall not have managing 
agents.” It is agreed that there can 
be in the future certain industries in 
which managing agents need not fimc- 
tion.  Where they have become func
tion-less, where society  has already 
paid a price for  their  pioneering 
effort, it might not be  necessary to 
give them a lease of life in such classes 
of industries.  But the powers that 
have been given to the Government 
to terminate managing agencies imder 
this clause are extremely vague and 
liable to be abused.  Power has been 
conferred on the  Central  Govern
ment to make rules without specify
ing the scope or indicating the man
ner of exercising it. Certainly, I hope 
it is not the intention of the Finance 
Minister or of the Government that 
such wide powers should be exercised 
arbitrarily.« What are the considera
tions that officials will have in view 
for exercising such power?  I believe 
that a few of the considerations that 
would be taken into  account, would 
be the age of the industry, the avail
ability of  imderwriters  willing to 
underwrite in a particular area, and 
the growth of this  type of industry. 
Presumably, the rules will lay down 
these considerations.  But in view of 
the importance of *this power and the 
repercussions on society by the exer- 
dse of such power, it would be ap- 
proĵiate that Parliament should have 
the power to express  its views by 
suggesting modifications.  Clause 323̂

as worded, does not give scope to Par-̂ 
liament to suggest those modificationŝ 
because all that the clause tells us iff 
that “c<H>ies of all rules  prescribed̂ 
and of all notifications  issued, under 
sub-section (1) shall, as soon as may 
be, after they have been prescribed 
or issued be laid before  each House 
of  Parliament.”  I have  moved an 
amendment that  Parliament should 
have the power to move certain am
endments or express its views in the 
shape of positive suggestions, and that 
provision should be made in the rules. 
This is after all fair; for  when eve» 
rules under the Motor  Vehicles Act 
are subject to modification by Parlia
ment, I see no reason why in such an. 
important  matter as  involving the 
termination of managing agency of a* 
particular industry or  sections of an 
industry, Parliament should not have 
the right to suggest amendments, the 
right to suggest how far these rules 
fall within the  scope of  the power 
that has been conferred on the Gov
ernment.

Now, I turn to  clause 325, I am; 
afraid I do not agree with the Gov
ernment in their contention that they 
should take the power to  determine- 
whether a particular person should be 
a managing agent or not.  Let us be 
clear on what we require.  If it is s 
particular  industry for  which we 
want no managing  agents to be ap
pointed, I can xmderstand this stand
point.  But once the  declaration has 
been made that a particular industry 
or a particular firm or particular sec
tions of an industry  within an area 
can have managing  agents of their 
own,  I cannot see any  reason why 
Government should  intervene at all 
to determine the choice of managing 
agents.  Once a particular class of in
dustry is permitted to  continue the 
managing agency system, why should 
Government determine  who should 
be the managing agents?  The share
holders after all, who invest money 
the enterprises* know what their In
terests are and they  can select the 
proper  type  of man  to be  their 
managing agenifc.
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Shri C. C. Shah:  If  only  they
could!

Shri G. D. Somani  (Nagaur-Pali): 
They are not capable?

Dr. Krishnaswaanĵ  I cannot under- 
.stand the idea of  my  friend that 
shareholders  are  captives of some
ôrce and that he is in a position to 
redeem them from captivity.  I have 
heard of certain liberators, but I have 
not as yet heard of a Government by 
exercising patronage liberating share
holders.  As a matter of fact, share
holders have been given ample pow- 
-ers under this Bill and I believe it is 
repugnant ta all  considerations of 
•decendy for outsiders to play the role 
of a ‘nosy  parker.’  This  provision 
would lead to a gross abuse of power; 
it would not heighten respect for Gov
ernment, which is what we are all 
anxious to ensure.

May I point out  that the criteria 
that have been given  for  making 
a choice are extremely vague?  It is 
said that the  Government  should 
choose a managing agent  who is fit 
and proper.  Who is a ‘fit and proper’ 
person?  They may choose, in all pro- 
Ijability, only those who have already 
established  reputations.  When  the 
Indiistrial  Finance  Corporation’s 
affairs were reviewed in this House, 
several hon. Members  pointed out 
that new people were not given loans 
and that fresh entrants were not en
couraged.  May it not happen that in 
the case of a  Government Depart
ment, which wishes to play safe—and 
we cannot blame  Government for 
playing safe—older men with estab
lished reputation, in  other words, 
those who have had some experience 
^d have had some  amount of luck 
and opportunity, will be  given the 
opportunity  of  being  managing 
agents?  Instead of  industrialisation 
being  broad-based,  instead  of  our 
giving scope to young  men with a 
spirit of adventure, we  would pro
bably shut but new talent from the 
industrial field altogether.  And what, 
after all, is the danger of giving share 
holders this power?  We  havê after

nil, ample powers under clause 236 tc 
intervene in the affairs of a company 
in the event of its being mismanaged; 
and therefore should any mismansfge- 
ment occur, there is no need for us to 
trouble about the  powers  that we 
would have to exercise  because we 
have already ample powers. Nor does 
it follow  that  Government’s  choice 
would always be'correct. Government 
can commit blunders, and if it should 
happen that a managing agent chosen 
by Government is not to  the mark, 
am I to take it that the  shareholders 
can pass a censure resolution on the 
Government.  I have dealt with thu 
at some length because I feel that we 
are not acting along the  right lines, 
that in our anxiety to control manag
ing agents, we are trying to introduce 
too much bureaucratisation  without 
bemg aware of ihe fundamental prin
ciples which should motivate us.  If 
we wish to get rid of the  managing 
agency—and there might be scope in 
certain industries for our doing so—by 
all means let us do it  without any 
hesitation. But let us not try to intro
duce all sorts of powers and all sorts 
of restrictions, let us not try to intro- 
«duce regulations for the  purpose of 
choosing certain people for these posts 
of managing agents.

I pass on to the  crucial  clause— 
clause 331,  As you will remember, it 
deals with the limit, the ceiling limit 
of companies which a managing agent 
can manage. I should like to read out 
that  clause  briefly. “Restrictions on 
Number of Managing  Agencies.  No  ̂
person to be managing agent of more 
than ten companies after 15th August 
1960.” It says further:

, “Any person who acts  as  a 
managing agent of more than ten 
companies in contravention of this 
section shall be  punishable with 
fine which  may  extend to one 
thousand rupees in respect of each 
of those companies in  excess of 
ten, for each day on which he so 
acts.”

Keading this provision, I  thought 
that the Members of the Joint Com
mittee imagined that they should fix
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fine which a managing agent should 
pay at  double  the  amount, which a 
Member of Parliament would have to 
pay if he did not take  the oath of 
office and continued to sit in Parlia- 
oient. A fine provision indeed! But let 
as examine the basic implications of 
clause 331.  What are we  legislating 
for?  How does concentration of eco
nomic power arise?  I should like at 
the outset to point  out to my hon. 
friends that concentration of econo
mic  power  and  concentration  of 
wealth are  entirely  two  different 
things.

The first relates to the  strategic 
position that an industry occupies in 
the economy; the other to the posses
sion of wordly goods.  It is not the 
number of units that a managing agent 
controls that furnishes an index of the 
strategic position that he is occupying 
in the economy of our country.  Can 
any one suggest that a single industry 
like the Tatas Iron and Steel does not 
rank higher in importance and power 
. than 25 textile mills managed by some 
magnate from Ahmedabad?  Who are 
the people that possess the economic* 
power?  It is possible  that we are 
over-estimating the fact of concentra
tion of economic power, losing sight 
of the concentration of wealth which 
is basic and has an importance in the 
planned economic  development  of 
our country. The whole of our indus
trial structure is so tiny that even the 

 ̂biggest cannot occupy a  dominantly 
strategic position.  The organised in
dustries  including  mining  provide 
work for a little over,3  million em
ployees but the working force in our 
commimity is a little over 140 million! 
And, all that these industries contri
bute to our  national  income is not 
more than 6 per cent.

I agree thai concentration of econo
mic power is bad.  Concentration of 
wealth and diffusion of political power 
are incompatible. But the question is, 
is it a major problem with us today? 
I think that we are  over-estimating 
this question and we have not really 
taken a proper  perspective  of the

position.  We have not  realised that 
economic power is related to the stra
tegic position which an industry oc
cupies in the economy of our country.. 
In many respects we  have  already 
shown prescience and  taken proper 
steps to eliminate even the possibility" 
of concentration of  economic power. 
Why Sir?  The Industrial Policy Re
solution of 1948 has laid down the 
spheres of economic activity which 
the State can undertake and these are 
the  basic  industries.  Therefore, I 
cannot understand all this talk that 
has been going on not only here but 
elsewhere about the concentration of 
economic i>ower when all the while 
what we have in view seems* to be 
concentration of wealth.

Let us also remember that the tem
per of our times is against concentra
tion of economic power.  •

Nevertheless, it  may be necessary 
to look ahead especially as we are 
thinking of the next Five Year Plan 
which is to come into being.  Indus
trial tycoons may be  generated even 
in a society with a powerful bias in. 
favour of equalisation of  economic 
opportunties.  Monopolies  may grow 
in the future.  But  surely the best 
device to tackle them is not by impos-̂ 
ing arbitrary restraints on all com
panies which are totally out of place 
in company legislation but by adopt
ing the  expedient  of  a monopolies, 
commission as in the United Kingdom 
to determine fair  practices in certain 
industries. The State can also directly 
intervene to promote areas of compe
tition so that smaller industries may 
spring into being to rectify the balan
ce between one area and  the other, 
Tha* seems to be the  motive behind 
the Rural Survey Committee’s propo
sals and  recommendations,  although 
the  method  suggested  by  that 
body may not achieve  this purpose. 
Are we not putting up skittles for the 
sheer pleasure of knocking them down 
without understanding  what concen
tration of economic power is? ̂

But, let me put this  issue from a 
different  point  of  view.  There i&
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another side to this  question.  Even 
assuming that what we are doing is 
desirable, how are we setting about 
the task?  Ten  companies for any 
managing agency is an arbitrary limit. 
A company with a long list of objects 
may  choose  to  expand into a giant 
structure.  Much of corporate expan
sion is done out of internal funds and 
because it is done out of internal funds 
it is not possible—so long as the me
morandum and objects of  association 
authorise  companies  to  undertake 
different activities—to  curtail expan
sion.  Therefore,  this is a  difficult 
provision to enforce.

Besides, let us  remember that we 
have today three types of  corporate 
structute envisaged in  our company 
law. There is, for instance, the manag
ing agency  structure.  There is also 
the secretaries and treasurers struc
ture. And, finally, there* is the struc
ture of director controlled companies. 
Now, I ask this  question.  What is 
there to prevent a  managing agent 
from exploiting all the three forms for 
the purpose of  expanding his opera-, 
tions.  All the three  forms will be 
exploited  in  appropriate  ways by 
those who are allegedly in possession 
of economic power.  may find t«i 
companies  managed by a managing 
agent  and  his  associates,  ten 
companies  run  by  a  managing 
agent  and  his  associates in the 
capacity  of  secretaries  and  treasu
rers and ten other companies control
led by the same people in the shape 
of directors.  Surely, it is not beyond 
the knowledge of my hon. friends to 
realise that if managing agents have
15 per cent block*' shares in any direct
ly controlled  company it is ̂easy to 
control the policy of that company,  I 
sugĝt that this artificial ceiling that 
we have put in  our  company law 
would be  completely  unenforceable 
and would not achieve  the objective 
of curtailing expansion.  But, what is 
the merit of this  arrangement?  It 
would be impracticable and unenforce
able as I have pointed out.  The only 
consideration that  may be advanced 
by my ffiends is that the personal in
come of a managing agent would be 
considerably less than what it would

have been if 30  companies had been 
operated by him under the managing 
agency structure. He would now have 
10 per cent commission  for the 10 
firms he operates as managing agents 
5 to 7 per cent for the ten firms that 
he operates as secretaries and treasu
rers, and 5 per cent as commission for 
the companies managed  as director 
managed companies.  But, is this loss 
a gain to society?  I am afraid that 
some of my friends with whom I have 
considerably agreed in their approach 
to economic problems have not taken 
accoimt of the loss that will be sus
tained by the state.  If the managin’g 
agent had obtained previously Rs. 25- 
lakhs from operating  more than 10» 
companies as a managing agent, todaŷ 
as a result of restrictions, he woulxlr 
let us assume,  obtained Rs. 20 lakhs. 
My hon. friends suggest  Rs. 5 lakhs- 
represents the fall in the income of 
the managing  agent.  But, I would 
like to point out that  this does not 
represent the fall in  income of the 
managing  agent.  Owing to the high 
rates of income-tax:  and  super-tax
that are levied, there is a loss in in
come to the State which we have to 
\ake into account.  For instance, an: 
eighty per cent income-tax and super
tax, on Rs. 25 lakhs  leads to the 
result of the individual’s net post-tax- 
income being only Rs. 10 lakhs; when 
he earns Rs. 20 lakhs his post-tax in
come would be only Rs, 9 lakhs. The 
State would have  lost  Rs. 4 lakhs 
while the managing agent would have 
lost only Rs. 1 lakh.  Surely, this loss   ̂
to the State will have to be taken into- 
accovmt.  In our  irrational attempts’ 
by company legislation to impose ar
bitrary limits on the number of com
panies that can be  managed  by 
managing agents, are  we not losing 
sight of the fact that  our welfare 
State will lose  resources  which it 
would have had but for this curious- 
experiment? I think in the process of 
puiling the big shot down or putting; 
him in his place, we should not leave 
out of account the’  loss  which the 
State would sustain. It is no satisfac
tion to me to be told  that the other 
man has lost his income by Rs. 1,00,000 
but that the State, of which I am az>
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«nUghtened citizen, has lot Rs. 4,00,000 
TThis is a factor which has to be taken 
into account.

Shrt  Baiisal  (Jhajjar-Rewari): 
What is the exact proposal of tiie hon. 
Member?

Dr. Krishnaswami;  The proposal of 
the hon. Member is that  we should 
not pursue mad hares, I am however 
coming to the  constructive proposal 
which I have in  view.  Let me deal 
with concentration of wealth.  I am 
saying that by introducing this clause 
which you assume is going to curtail 
economic power, you may succeed in 
reducing a bit  the  income of the 
managing agent but at the same time 
we would be reducing the income of 
Ihe State in this process.

Shri K. P. Tripathi (Darrang):  We
anay re-adjust the Income-tax Act.

Dr. Krishnaswami:  My hon. friend
suggests that we might re-adjust the 
income-tax, but there are  limits be
yond which we cannot adjust it, and 
surely the Finance  Minister Imows 
the implications of this proposal. Who
ever else gave support to this doctrine, 
1 did not expect my  hon. friend the 
Finance Minister, who has an acute 
knowledge of finance, to lend support 
to this clause.  If we have a greater 
amount of income accruing to the 
-commimity as a result of this change, 
I can understand it.  If we are able 
to reduce the income of the big shot 
without  affêing  the income of the 
"State, then it would be a positive gain 
but we cannot achieve it and this is 
the greatest defect  about this propo
sal for fixing a ceiling.

I pass on to the question which was 
Taised by my friend,  Shri  Bansal.

What is imi>ortant  from the point 
of view of a developing economy is 
taxation of wealth n̂d  the creation 
of economic opportunities.  Taxation 
on wealth would certainly go up in 
the near future provided we decide 
-to have hefty property taxes.  But a

more important tax which will have 
to be taken into account is the capi
tal gains tax,  which  can be and 
should be imposed in a period of de
ficit financing  provided  we can ad
minister it  properly. I hesitate to 
quote from books on this occasion es
pecially as many hon. Members have 
been quoting from many books and 
my hon. friend the  Finance Minister 
must have had a surfeit of books to 
read and digest.  But on  this occa
sion, I crave the leave of the House 
quote from an aiithoritative report 

on taxation.  Mr. Kaldor in a dissent- 
mg minute to  the  Report of iha 
Koyal  Commission on  Taxation on 
Profits and Income, in paragriiphs 45, 
49, 53 and 55, has  suggested that 
there ouîht to be a  capital gains 
tax in a developing economy, and I 
think it can' be extended particular
ly to a country which is in the early 
stages of development.  It is most im
portant that it should be extended to 
our country  because  the develop
ment that we envisage today is basi
cally different from that the United 
States of America  achieved in the 
early years of the  nineteenth cen
tury.  In tĥ early years of the nine
teenth century, rail-road construction 
was enlrListed  to  promoters  who 
were given land free.  The promoters 
constructed the  railway  track and 
when land appreciated in value, they 
sold it for gain: thus ‘external econo
mies’ accruing from investment were 
capitalised for the individual’s bene
fit.  In the India of the  future we 
cannot  allow  such  capital gains to 
go to any particular section of the 
community and therefore we should 
choose a method to find out how far 
we can obtain  a proportion  of  the 
capital gains.  In my judgment, the 
important  thing  to  remember  is 
creation of wealth.  The creation of 
wealth is  important  if we are to 
have a proper sharing of it.  If we 
want this thing to be done properly, 
we should not go about in the man
ner in which we have done.  What i« 
important is, to obtain the fruits of 
wealth, but before we do it, let us 
make sure that wealth is there; the
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manner of  distribution  of  wealth 
would then be a  relatively simple 
matter.  I, therefore, want ihe Fin
ance Minister to apply his mind to 
this question and find  out whether 
as a result  of  this  clause, which 
cannot be enforced—I refer to clause 
331—any benefit will  accrue to the 

community.

I pass on incidentally to the other 
question of  the  remuneration of 
managing agents.  My  hon. friend, 
Shri Asoka Mehta, for whose learn
ing and industry I have some respect, 
quoted certain figures  from books on 
U.S.A., Yugoslavia, and I  suppose on 
Rumania *also—I am not sure of all the 
countries  into  whose  economies  he 
has made  research.  My hon. friend 
pointed out that there were instan
ces which were brought ty the Bom
bay Shareholders* Association before 
the Joint  Committee on  Company 
Law of ra-.es of managerial remune
ration being about 2i to 3 per cent, 
or even less.  I do not nropose to go 
into this ballyhoo at  length, but I 
shovid like to make an  observation, 
which I hope Is pertinent.  When we 
want to judge the amount of remu
neration that is to be paid for mana
gerial services, we have to take into 
account the economic development of 
the country.  In the early stages of 
the development of the United States 
of America, what was paid is pheno
menally high  according to modem 
standards.  According to  Crum and 
Gardiner Means, the  rate of profit 
was 25 to 30 per  cent.  Two and a 
half to three per cent, today is suffi
cient when society has advanced and 
when there is a  large  quantum of 
business income which  tends to in
crease with the size of the business 
and the size of operations.

I will now refer to the recommen
dation which has been made by the 
Joint Committee.  On grounds of so
cial justice it may be proper to have 
the managing  agent’s  remuneration 
fbced at 10 per cent, or thereabouts. 
What I would like to say is that that 
is a fair amount. A new proposal has

been brought  forward  by  some  of 
my hon.  friends to the  effect that 
there ought to be a sliding scale of 
pajrments  for  managing  agents.  I 
want my  friends to  consider this 
question without passion and  preju
dice.  Let us just imâ e  what the 
implications of this  proposal would 
be.  Politically, it might be  a desiî 
able compromise, but from the  point 
of view of the resources which the 
State will lose, this reform is not go
ing to help us in the least. One should 
always make a  distinction  betw  ̂
the post-tax  income of the managing 
agent and the gross  income of the 
managing agent before tax is paid. AH 
;he discussions that have taken place 
in this House have apparently neglect
ed that fact.  In this company law we 
have thought it fit to introduce reforms 
which pertain to income-tax law. It is 
unfortunate that we should not have 
taken into account all  these factors 
and found out that when we are legis
lating for a company form of manage
ment, we have to think of how mana
gement will promote development as 
quickly as possible.  By  all means, 
letrus get rid of evils that infest the 
managing  agency  system.  By all 
means let us get rid of  those who 
are functionless in certain sectors of 
our economy, but at the same time, 
let us bear in mind  that corporate 
enterprise or the company structure 
is vital for the purpose of economic 
development, and if  we  choose to 
fetter it with needless  restrictions, 
what will happen  is  that we will 
have no  development  whatsoever, 
that we will be talking all the while 
of development, but will not be able 
to achieve  anything  substantial.  I 
want to ask hon.  Members a straight 
question: is it part of our social poli
cy to cut our nose to spite our face? 
That at any rate  seems to be the 
objective  underlying  some of the 
provisions of this Bill.  I am afraid 
I have talked with a certain degree 
of warmth on this Billj but tiiis is be
cause I cannot be a slave to ideolo
gies  or  sterile  interpretations of 
socialism,

Mr. Deputy-Speaker: How does the 
hon.  Member  answer  this?  Why
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should there not be a sliding scale, 
as in practice there is a sliding scale 
now?  Tatas are getting only 5 per 
cent, and even if there is an enor
mous amount it will largely depend 
upon the outturn or their  turnover. 
Therefore even if it is one per cent. 
It will be pretty high.

©r.  Krisfamuwami:  Sir,  I  am
greatly indebted to you for this in
terruption.  It gives me an opportu
nity -to elaborate this point.

You Sir, have pointed out that if it 
is one crore profit and there is 5 per 
cent, remuneration, it is quite enough. 
But I am suggesting  that the very 
fact that you have got an 80 per cent, 
income-tax and super-tax itself will 
act automatically to  prevent such 
people from drawing the maximum 
remuneration.  If you fix it by law 
what might happen is that in many 
cases you will  make it rigid without 
advancing the social objective that we 
have in mind.  That is one answer.*

The other answer is that, so far 
as any sliding scale is concerned, it 
must be determind according to cer
tain administrative criteria.  What is 
the social policy that  you are pro
moting by putting a sliding scale? I 
cannot see any reason for that.  It is 
no use saying......

Mr. Depnty-Speaker:  The  balance
may be ploughed back.  Whatever is 
saved, if it is a  saving on dividend 
and various other  things, is to be 
ploughed back.

©r. SM̂ maswami:  That  is related 
to our financial  policy.  We  know, 
for instance, that since tax rates are 
high, much of the business income is 
already being ploughed back.  Al
ready the income-tax and siq>er-tax 
is so high that people are trying to 
plough back profits in enterprises.

Mr.  DepolŷSpeaker:  High  taxa
tion does not mean that it is plough
ed back into the industry.

Dr. Krishnaswami: I shall show in 
a moment how it is.  If, for instance, 
a managing agent has to pay a high 
income-tax and super-tax, not much 
will be left in his pocket; therefore, 
he puts it back into the enterprise. 
The very fact of the tax  structure, 
being so high is an  inducement to 
plough back profits into enterprises.

The greatest  amount of internal 
expansion has come in precisely in 
those countries where the income-tax 
and super-tax has been pretty high. 
Indeed it is on this matter that Mr. 
Kaldor and others have devoted con
siderable attention to find out whe
ther there is any  rational justifica
tion for distinguishing  between dis
tributed and undistributed profits,  I 
am only mentioning  that there are 
already so many automatic methods 
of controlling the  amount that will 
be taken by the  managing  agent. 
Why impose a rigid rule?  It may be 
that from a purely political point of 
view we might  agree, but  let us 
realise that the compromise that we 
agreed to may not be the most suit
able in the circumstances.

I have nothing to say on this mat
ter except that I  leel in all these 
things we must also take into account 
the different laws that we have pass
ed.  Some of my friends have talked 
of company law in  isolation, have 
quoted  precedents  without  under
handing their implications and have 
attempted to suggest  that  things 
ought to be done in a particular way. 
They have left out of account alto
gether the income-tax law, the super
tax and other measures which have 
to be taken into account.  After all 
an individual knows the amount that 
finally goes into  his  pocket.  Why 
not give him the  credit for under
standing this and acting  rationally. 
That is my answer and I am placing 
these before you and the House for 
consideration.  I am saying that we 
wiU not be advancing ourselves by
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putting a sliding scale, because the 
whole thing is being achieved by a 
higher rate of taxation.

As  regards  managing  agencies
which can be  dispensed wiih, as I 
said,  if they are  functionless,  they 
can be dispensed with immediately. 
In the case of  many of our textile 
mills this can be achieved.  We are 
putting restrictions on the number of 
new mills that can be started, with 
the result that there would be a large 
rise in profits of existing mills, little 
effort  would be  required to make 
them run profitably.  Therefore, we 
might declare in a  particular area, 
that textile mills should not be ope
rated by* the managing  agency sys
tem hereafter.  But each  industry 
must be considered on its merits. My 
appeal to the Government is that in 
approaching  this  question,  they 
should approach it not from the point 
of view of prejudice, or be bludge
oned into a course of action by their 
militant supporters  which they will 
eventually  regret and  which mît 
also cost the country dear.

Mr. Deputy-&peaker:  Shri Somani. 
Or, if he would come next, I would 
prefer to call Pandit  Thakur Das 
Bhargava.  I want  to go at  three 
0* clock; so Shri Somani will be cal
led afterwards.

Shri K. BL Basu:  How csm  the
Chair’s eye be fixed in advance—̂you 
said you would call Shri Somani.

Mr.  Depoty-Speaker:  That  only
ĥows that I want to give opportu
nity to all sections.

^    ̂ ̂   ̂

#?PT # ̂  I 3ngr   ̂̂  fTenr

 ̂ VTTTT̂  ̂  ̂ T̂RT

*i3n  ̂1

3PT̂ ®î T?

f̂hoT   ̂it I

 ̂ ̂  it ̂  Nvvfi

 ̂ ̂  ̂  ̂ wii

 ̂  ̂  it,  ^  • 

 ̂̂    ̂  ̂  f ?5R- ̂

cTfTf̂ ̂ ^   ̂̂ TTT WT#  ^

f \  ̂ ̂   ŜTFm, 3IT̂0 #0 1̂ 0

srqrqi |ir  ̂ ^

?5nW  ^ ̂

I oÎT  ?nt hp

 ̂   ̂ Whr   ̂ «TT

 ̂rq iFT  ̂  a n ̂   an  ?   irf  ?»15

T̂fFT ̂jfiT  ?3R̂

flR T    ̂  I  rTT? ̂

W  f, 1W  fV

ŵ infw  ̂ ^

 ̂irr̂  1;  anr  r̂ T  ̂^

^   I  arrp  ̂  ̂  wnm

H*n  ̂̂   ci ̂  ̂  ̂ ^

apfsr  ̂   >iFr I

 ̂  ̂   <̂RT Ailin’ ̂  I  ̂   arrjf̂

 ̂ îtirtfi 5fiff

I  a p rĵ   ̂   ̂R p f   ̂  ̂  

 ̂ if 

 ̂   ̂   ̂̂  ̂   ^
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 ̂̂  ̂   r? jŴ tt

 ̂ rPTT̂  ̂ ^

 ̂ .̂̂ 5  ̂=rtf ̂   I

3TFT   ̂  ̂ »T̂

 ̂ I nf 53[7bM  ̂ f T̂r ^

T̂W ̂T*T f5T=m̂ ̂  tnTrfr ̂ I irt

ĵnr fV̂ n̂  ̂ f  ̂ ^

 ̂  ̂  if 1  f̂ RRT

■fVm?M ¥7T ̂   # r^ w^  ̂

sTtFTT *T̂ '̂'i tt’̂) ̂ 1

*P  <*> < *11  ^

 ̂ =̂nr? ^ f̂r

 ̂  ̂  T?

 ̂v4   ̂n̂  ̂ 3ff? 

i?iNfhr ̂ HHT ŵ=m> =T̂ ̂  7̂ if I

Tî'̂^M  ̂rNr̂ ̂  cftn  'T̂ 1̂,

 ̂̂3̂ ̂fhir  sfer ̂?T ̂TT̂  ^

®pr  cilT̂>a('J, 7̂  ̂̂ TcTT  ■3lf̂ v;J ̂ 

5f5H! ̂ fir  spl’

 ̂   ̂   ̂ ij*' 

 ̂3f̂ <11 T̂̂HT  ̂ ^

WtTgrm ̂  h>   ̂3TR IT^

jf T̂lfW ff,   ̂ ̂ £̂10  ̂3F̂

3nr? (T̂ if=i?5rrr irsN:  ̂ ŵ,

arrq- ̂ ̂ ̂  gpsn̂  TO q̂ anrcT 

?̂f>̂ f, w  ̂ ̂ 3rr*rpfr r»

n̂r̂,  q7̂,  ̂̂  ̂
 ̂ ?5nTr ̂    ̂ ?o

K7TTI ?3Rr̂  ̂mr =f ̂t*t

^ M.  ̂  ̂  ̂  ̂ tIW 5T̂ if,

TO ̂  ̂  ?T71   ̂?5̂» ?cf̂ ?f

r̂ar 9mr  ̂fW q?  ?r?   ̂1
anr?  ̂  ?rw  ̂  ̂  ̂ ^

7̂̂ TfFi;cfi ifî W   ̂ qr̂  ^

 ̂wrs 3nqj  ?W

f, ̂5*r ?'î H  15̂ I ̂ pr fŵ Hw-

if ̂  f?r f,  ̂otVw51 fsr

f 3lf? ?rw ̂  qr̂ iTTH;eft ̂ JTTJt;?ft 

i(}<4<gW€< ̂  3R17 ̂n| ̂  vj  n̂r?  *i€i 

^ ̂r̂r̂TT f I if ̂  3T̂ ̂ 

c;   ̂  ̂qRT

 ̂w   ̂  f W  M)T̂ Hr

M to7  ̂3TFPFir  ?TO ̂  ̂ T̂̂TrT

 ̂?5Rr  ̂'rdl'al  T̂?

f  f--ilfid  ̂w   ^

 ̂  f ̂  ?5RT ̂  aTTr r̂ŵ f

^  ̂ 4 WT Ĵran 3nq>  ̂Mirw

? TfT  ̂  I  'a|HÎ<4icil  3ITT  ̂  ̂  1^

WTTO  ̂̂  an̂  aiT

aif*? ̂  qRT   ̂ «rr ?3Rr ̂  ̂  ̂rfr 

«iT ̂  ?rr®3r  an̂

f TÔF̂ M̂eT ̂    ̂ arft ̂

ift ̂   7T̂ «TT  31?*̂ ̂  ?5f5flTT?r

3TT  ̂ TTT  ̂    ̂   f   I  3TT  ̂   ̂

f= arf? ?snT  ̂(iWhhT

qiFEfi)  ̂51PT  7RT  ̂̂   q̂®"-HT

■̂15 ̂1  ̂̂  ^ ̂   ̂̂TT̂  ^

f arf? ̂ Wt   ̂2} ̂  arf?

*̂3» **»i*l ̂ nf ̂   ̂3rf? 5T  ?tiqi«4

TO  ̂w  3rf? <̂5̂  ̂  ̂ ?

fir  ip̂ =gTfg  ̂   ̂    ̂   ^

 ̂  ̂ «<l<f' ̂  <?)̂0 «1I  x<15 Ml  ̂I

3=P  TO tpfelfe ̂   ̂  ̂  3RT7 ̂

JM'fiTcf ̂   ̂̂  ̂  tW

T̂TT ̂    ̂ n̂r̂fN"

?rr5 ̂ 3TW 1V̂  4*̂ anrt  ^

3rf? anpf fwtfsnn  ̂anq̂ f

3rî  fir   ̂   H w   ̂   ̂  T ? r ̂  f

 ̂?5*r ̂ nr fi-,  ̂ jf 3̂

fr^T  ̂̂   3R  ̂ ?3F«rr #,  ^  

^TrfW  ?r̂  ̂  ̂  ^

wo  ̂  TO<h'l ‘sgnfHT

TÔ  arfV̂ Ĥ   ̂arpf



 ̂ îHT eNii iTvftfe 4 mŵ

3»̂13  ̂  ̂ 4?t

i“7  ̂̂    ̂f̂ Rpft ̂ m?r ̂  ̂ I

r̂   ̂ i;   ̂«frfr ̂tt

5ff  ̂# 3{f?  ̂  ̂   ̂  #  P̂

 ̂   ̂ xr̂4̂ d  ̂ ^

fw :fiw  ̂arw fW # aff?

4  4   ̂̂  # 3ff? f7 tRi

Tw4 3T  ̂ )̂PT  ̂ ŜHTT

 ̂ W  3TT̂  ̂  ̂ TŴ

Ĵ3̂  TR̂fife ̂  ̂    ̂  êeio

4" r̂TT f̂   ̂ 3̂rf 3riV  frr

 ̂̂  fT w  #  I   ̂ ?Î

# I  ̂ liitew f  r̂

 ̂ ^  3n ,̂  tTT̂

^mpfi ?w  fr̂ ŝRTH HI  ̂̂

#  fir  ̂   ̂   ITHPTT  I

 ̂ TW U(̂ ) # hRT  T̂̂ ??raT ^

W  3Tf? eMN^

 ̂   ̂mi  ̂ ftî !̂i\H 5T7TT

# I  ̂  iW u  f  ̂3T̂

 ̂  ̂   f if  ̂ ̂ ^

fi) iW ?̂r ĵnpft
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 ̂aiFf IRT̂ R̂TT ^

1?T?W5 ̂   ^

 ̂  ̂  ̂̂rfî'̂i ̂  7R if ?n

 ̂ î̂Ts-m   ̂ T̂ mfsrv  ?n 

^WsRT   ̂ r̂ m̂rVi

^  ̂ t̂tPsrt  ̂ ̂   ̂̂  Jrf̂r̂

)̂Rwf 2irT̂ ̂  aift ^

an̂ Tnr   ̂ ̂r? jtTsc;̂ if,

 ̂  ̂ariWn? ^

# ̂3ir̂ fm 9RT ?ar̂ I  •

 ̂̂ rpfi ipfrik 

r̂fTT R̂v  ̂  ̂  ̂  in̂  j}*'

3T?T   ̂ SPT̂ ̂ ir̂ ŵ  ̂ RTT¥

 ̂̂  ̂  T«f ̂  3̂1̂ wt,

^ t̂titt c; i

 ̂ ĤR) ?nr?rr c; h>  »Rn*fe   ̂

3|?<cq̂i? ŷrafT  ̂  ̂3(7j7  frf̂rqr

 ̂̂   ̂  ̂?<ârtm>5FT9T

 ̂>d  ?<adlVJ k*fcHTT T̂T̂ 3ff?

4̂ii'd  ̂  ̂ I

 ̂ ^  ar̂ ^
 ̂I f̂rg" tfT̂ <iq*fHc ̂  ■Mleî+i

'jrw  r̂ar ̂ ̂  'pttt  t̂r*

# I anr̂ n̂ wrf f  w?r̂ ^
 ̂?r̂f 3Ĥ ̂3TT ̂  

f \  ̂arî  ̂   ^  I  anr̂ ̂

îTwr̂ ar̂   ̂̂

qiT̂ T̂Trf t,  TfŴ  )̂T̂  ̂^

^  ̂?pr ?f î?n̂nr anr̂

aPT? 5T1̂ # ̂ I?*' q̂glTT ̂  ^
5T#?T  ̂   I  if  Cif   ̂ ^  tr f^

Ŝ̂ RFT i ̂  ̂

 ̂?5Ttj <1 <31  ̂el?*?) •x   ̂ ^

 ̂  ^  5bl̂(/i?<̂ H   ̂   7?̂ T  W   ?   I  ?Tf 

 ̂  arrhV/?  'iT ̂   f   I  anr  ̂   q̂   ̂  

5̂rrMV  ̂773-   ̂£.  ?PT

an̂ ̂  ̂rfr̂,   ̂̂

 ̂  ̂51ft n̂ri  ̂ ^

q;̂ W7̂  ^ anr? ̂ ̂  ̂  ̂  ̂

 ̂ anr  1 anr ̂  ni
 ̂ f  apn cT| ̂ *i?̂?<ŵ anr*ft 
 ̂̂ arrR ̂  # ̂TERd ̂ TW
 ̂I   ̂areTT̂ T?T̂   ̂̂  arnr 

anr*f̂

 ̂ I ̂    ̂ anr  srf
arrr ̂ mi ̂    ̂anr

4 arrr̂ ^  ^

 ̂f<̂ anr ̂ 5RFTr # to ̂  7̂ iW ̂

 ̂ ̂fqn arpf  ̂ ^

W  7T̂ f   ̂ 5n5T7W # I
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 ̂ ̂  ̂  3IRT ̂  ?3Rr 

 ̂<?> Qi *11  ^

 ̂ RrnTPTT ^

%  absolute  power  corrupts. 

 ̂̂  ’THl ^

f I  ̂  ^

=r ̂    ̂̂T3T̂ wfife ̂  ̂  xii?ĉ* I

 ̂̂rrair 1̂   ̂̂  ̂   ^

qiRFa-   ̂ ^  ̂

fjT?r̂    ̂  I   ̂   ^

sfîrpnr f   ̂  r̂w  =r ^

i?4Wpt   ̂ ̂  iNttt  *̂t 

T  T̂W arrft ̂ Ff̂ Tl ̂ Ô q[)hT̂

<nf<ir2ir ̂ >3<4l<tl  ̂<?)iV'Tc!  ^

gpT?  ̂ 3Fn  ̂?afr̂ft

3̂71 ̂  ̂ ?rq̂ w«ft

1̂  I  3T̂ T  ̂   q )5 ii 1̂  *T4?'iîl

ir  ̂̂  ^  ^  ^

 ̂̂5PTT f;

 ̂ <trt ̂   ̂'̂im̂l ■hhhi

 ̂̂ riW I ^ ̂   TihfhrT

ghft ̂   ̂  3TTT  ̂  *11̂*4  ̂   ̂  I  ̂

 ̂  ̂  ̂  ̂ 3lf?

<J ti«̂] T̂tR"   ̂ ^  r̂ansiT  ^
He can make  or  mar a Company.

 ̂̂nTT ?HFEiT ̂    ̂?nr̂

 ̂ŷFiTT  3pr̂   ̂«7?̂r? <

# 3ff? f=r ̂    ̂̂  4

?5n3 3RFJ v4t[t ̂ri*? 't?

5fiTW <?> < 91*? <?>7 

 ̂  ̂ bfnif

 ̂   I  ̂   ̂  ^̂ TRT  ̂   T5T

i ̂   r̂nrfW ̂  ̂    ̂ ^

KJ -m f \ ^

 ̂  ̂5̂ Hi HW ̂ '̂'ii'MI ^

T̂̂Tsî   ̂ ̂   f̂ R?r 5t ̂  I ̂irsd 

 ̂ap̂ ̂  cH”   ̂f't'MI  ĤT

1 *ifer 3r?rf ̂3rr m>V̂*̂

■̂̂ W< 5VTPR VT*r̂ l/*̂ ̂   ̂rf̂Rfhi 9> < ̂

 ̂ T̂infT  ̂̂ Tfr ITT   ̂̂  hI|4̂

 ̂̂  ̂TT̂ ̂  tiKi M r«eî 4i*̂ i ̂ ̂  

f Ŵ   ̂̂  ̂  arw

 ̂   I  ̂   ̂   ̂   f   ̂ fir   fTET  ̂

H H ̂   ̂   I  ̂ TT  ̂   ̂ nV  ̂   ̂  ^

wrmm ̂  ŵ  ^ 3T5̂ 1̂

r̂nr   ̂|"5TH?r  -qiP̂ «J 1  ^

*i\̂*i M̂ai ̂  crnr ̂   ^

 ̂?if¥ ift ?W ̂    ̂  ^

^gtfr̂   I  ̂   ̂  ̂  M '̂*\  3TTT̂   3PT? 

 ̂*1 T̂?rf* ̂ ̂ nv vnr  An  <d t<«?>)

 ̂  fblT  I  v4Hr«ii4lc1l,  q;§RT  ̂ T p T   ̂   ̂f> 

3II'5 41 f w  ̂  ̂ tN tT ̂   ■P'4'f4}”H

if̂ 3FTOTĉ  f̂TO"  *T̂

 ̂   ̂ R̂Sqrf̂

ŝRT̂r ifffcjJi îciTî ajft ̂  ?2F T?jre ?«p*tt

3|?̂  ^ ̂  3fTO ̂>x; ?<̂'t|l

^

3fTO 51=5 Nnrr  ?«4> tH ̂r̂T̂ra'

^

m4m ̂frnn ̂   sttt ̂   dWr

*̂ cn?5>ni  V TiTR f ̂  TPTS  ̂   ̂  I mIHÎ

n̂?IT, ̂  5IRT ̂l?tcq> ̂ ̂  ?5̂>

 ̂  -T ̂  ^̂ FIT  ̂ I  ̂  fir   rT?̂  :

“A company in general meet
ing  may,  ordinary  resolution, 
remove its managing agent from 
office—

(i) for fraud or breach of trust 
in relation to the affairs of the 
company or of any subsidiary or 
holding company  thereof,  wher 
ther committed before or  after 
the commencement of this  Act,
n

Again,—

“(iii) subject to the provisions 
of sections  339  and 340,  where 
the managing agent is a firm or 
body corporate, if any’  partner 
in the Arm, or any director of, 
or any officer holding a general 
power of attorney from, the bodj 
' corporate is guilty of any sudh



Companies Biil  5  CTPTKISBER  1955 Companies  Bill 12292

^ ̂’̂TRRT 4 ̂  ̂  ̂

 ̂ ̂  fsffPW

 ̂inw I w^ iR*f2

trra’-̂rrar   ̂»vo ?

^wmr̂  i \

The  Miiiister  of  Reveime  and 
CivU Expenditure (Shri M. C. Shah):
The definition of “manager” is: “one 
who is substantially in the manage
ment  or. He will be in  the same
position  as  managing  agent  and • 
therefore...

3W9 to,

W lfW   ̂  I  ^

iT5j?s ^   ̂ ̂ rr^

3!W;  ? I

^  f̂T5RT f—

 ̂4N~̂  ̂ ^

 ̂  ̂I   ̂ «nw

 ̂  I

in

r I grmr̂ Pfaw ̂3̂  gnr ?i f 1 ̂  TO

 ̂̂ fw   ̂  ̂ I   ̂ ̂  vnr 

 ̂  I  anr  ̂   ? iW   ̂   ̂

^   ̂ «ir? i}*

 ̂  V I ̂    ̂ W ̂  ̂

^ aif?  rf'

tt?tt «it  vd'tfW   ̂ ̂ ^

 ̂ f T n/ ^ • TOvFT̂ĴfN

rrr*7T̂

hr  ̂̂ mfw f, ̂   T̂?*r ̂  ̂

??̂FT ̂  ̂   ^

^ *l*̂?3rn’ iJ  fiETWw ̂   ^

KT̂ 1 4  îifw ?,

grn-3 3̂̂ 3(h   ̂*i*̂inf5 ?hrr, ̂

12291

fraud or breach of trust as  is 
referred to in clause (i).”

hn,  ^   >

“A company in general meeting 
may, by special  resolution,  re
move its managing  agent  from 
office for gross negligence in, or 
for gross miamanageniEnt of tte 
affairs of the company or of any 
subsidiary thereof.”

Then again,

“Without  prejudice  to  any 
other provision contained in  this 
Act or in the articles of the com
pany for the calling of meetings, 
any two directors of the company 
may call a general meeting of the 
company for the purpose of con
sidering any  rescdution  of  the 
nature referred to in section 336 
or 337.”

l̂ffsFT ir#̂ V̂rsflw

;̂rTqr<'fhr ̂ ^

iWsTTf  ̂  ̂   ̂ f \

n̂cfw /̂i(K  ̂ f >  ^

i  T  ̂f I ̂rrn ^

arnr cHT ̂  aift  w We 

 ̂ 5T,  ̂̂ 3TT5T   ̂̂   ^

2(ff jffffiPT

 ̂ îriVsT 3rr̂ ̂  ̂ ̂   ^

«R ihfT ̂ I ̂  ̂  ̂

 ̂  ̂  ̂  ̂   ̂  ^

îfara- 3TT̂ ?=RW  ^

trerrer ?nnTr ̂  ̂

#■ I IIHFT ĤfNlT ̂

 ̂ f ^   3T̂ ihn f 3ii*?  fifft f5r5

w

W=TÊ   ̂^

 ̂ t ̂  3PP ^   ĵ k?

 ̂ ŵFTT ^  ^
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[vfw 3T̂ ̂ RT wfrl

^  I m ̂   ^   liMkPT
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(T̂
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T O   ̂  T   p̂n̂ ?f,

 ̂  ̂§"5PTT  I
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h> iNTcT  ̂ ^ >?5̂ W ̂
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sif*? ̂  >sii<4l ̂  ̂  ̂TH* 'irn il î4nr i 
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aiTO ̂  ̂r ĝ  I  frr  ̂  ̂
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Sftri M. C. Sltah:  That will come
under the next group of clauses.

w9w 6(*j< ̂ra" wHW ; ’?T5 7̂̂ ̂  ̂(«icll

5̂  I  ̂   'sll-̂ V c   flft ^

RjrrnŴ ̂ I

Shri M. C. Shah: It will be for us 
to reply to those points later.

SW15? ̂  HPfrr: anr

 ̂?rf I ̂  lift 7];̂ «n f  I

3fFr  3if?   ̂^

 ̂rit  anm  ̂  3 n ̂  1 
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 ̂  #  I  ̂   ?ff  anr 5ETTO ipq-

co-operative Wir  ̂ ^

it,  ̂ ̂  ̂    ̂  W ?r̂

I  anr?  ̂  ipRi;5Rr  ̂   ^

 ̂  ̂  ̂  t \ ^ 

 ̂ ^RT sffT #  w W e  fEPrt

5T1T  ̂   I 15*̂  ̂   ̂   ̂  ̂
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 ̂   ̂   I

Shri G. D. S«Mnaiii;  We  have just 
heard a very brilliant exposition as to 
how we should look to the Bill in its 
proper perspective and  what reper
cussions would follow if we have only 
a doctrinaire approach, to the various 
questions that confront us.  Now, we 
are in the midst of discussion on the 
ciauses about the  managing  agency 
system clause which are most important 
and at the same time most controvei- 
sial. Before I say something about the 
amendments which I, with my friend 
Shri  Tulsidas,  have  moved to the 
various clauses, I would like to make 
a few  general  observations on the
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Doints made by certain friends, espe
cially by my hon. friend Shri Asoka 
Mehta.  The other  day,  while advo
cating the participation of workers in 
the boards of companies and today 
also, while advocating the abolition of 
the  managing  agency  system, Shri 
Asoka Mehta took  a  point of view 
which is absolutely divorced from the 
realities and in which he did not care 
to bother at all what might be the re
percussions and the practical point ol 
view that might  face  the economic 
development  of  the  country.  The 
other day, Shri Asoka Mehta gave a 
grim warning to the business communi
ty about encroaching control of labour 
and how the role of the business com
munity might be made redundant.  I 
would only like to submit in this con
nection that while Shri Asoka Mehta 
and his friends might force the hands 
of the  Government ’to  remove the 
managing agency system—and it might 
also be possible that the business com
munity may Oe deprived of the capital 
that it commands at present—I res
pectfully beg to submit that what they 
cannot take away from the business 
community is its talent and experience. 
I would like to submit that so long as 
the business community have got their 
talents and experience which are neces
sary for ensuring the functioning of 
any system, it does not matter whether 
it is the managing agency system or 
any other system,  the  predominant 
place which the business community 
occupies in the economic life of the 
country cannot be seriously challeng
ed.

[Pandit Thakur Das Bhargava in the 
Chair] <

With all my respect for the deep and 
wide knowledge of  economic  affairs 
which Shri Asoka Mehta has, I would 
like to submit that my friend  would 
have to learn a lot in the practical 
fields and in the practical school of 
business before he can become a suc
cessful company manager.

Shri M. S. Gurupadaswamy: Please 
run a ̂ hool for him.

Shri G. D. Somani:  The school is
wide open for anybody.  There is no

bar so far as any business or indus
trial development is concerned*!

Mr. Chainnan: Will he get the appro
val from the Central Government?

Shri K. K. Basu: Where is the school 
for the managing agents?

Shri G. D. Somani: It is wide op«i 
in the practical field of business.  The 
hon. Finance Minister himself pointed 
out the other day that investors are 
not going to part with their money to 
the management of one whose experi
ence or talents they may not be know
ing.  Therefore, it is aU very well to 
minimise the constructive and impor
tant role that the business community 
plays, with all its talents and expert 
ence, in the economic system of th€ 
country, but the facts will have to be 
faced, and no amount of pressure tac
tics is going to dislodge the business 
community from the position which it 
occupies today.

We have been told about the con
centration of x>ower.  Again and again, 
we have been told how a few fami
lies are occupying k place of advan-
• tage in the managing agency and how 
the managing agency today is preva
lent in the majority of the joint stock 
enterprises. I do not quarrel with the 
facts which have been given.  I know 
that today, leaving  aside  the banks 
.md insurance  companies,  about 80 
per cent, of the other joint-stock com
panies function under the system of 
managing agency. But that is an argu
ment to show that we should go slow
ly when  making  dangerous  experi
ments in the economic fleld» because 
the important role which the manag
ing agency system plays at present in 
the functioning of the industrial con
cerns itself is a pointer to the danger 
which might arise in case any preci
pitate action is taken by the Govern
ment

My hon. friend referred to  the bi|f 
profits of certain, concerns compaied 
to their  capital.  The  hon. Finance 
Minister mterrupted and pointed OHt 

how it was the conservative policy of 
the shareholders  who  allowed their 
profits to ]»e ploughed back by the com-

1956  Comjwmiet Bill 12300
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 ̂[Shri G. D. Somani]

ptenies  into  expansion  programmes 
which was responsible for companies 
with small capital making big profits. 
Therefore, it is misleading to compare 
the profits of  these  old companies, 
whicn have by a long process of con
serving their resources gone into ex- 
panslcm programmes in spite of their 
small capital and made excellent pro- 
rits.  So far as these profits are con
cerned, I think it is friends like Shri 
Asoka Mehta who are enabling certain 
big compames  to make huge profits. 
They would not aUow any modernisa
tion to take place;  they  would not 
allow the smaller units to function in a 
way whirh will enable them to compete 
with other  companies.  This enables 
certain big selected companies to make 
huge profits.  If you allow modernisa
tion and expansion and functioning of 
dll companies under proper competi
tion, then it will be possible that some 
small advantage which the bigger con
cerns enjoy at present will be eliminat
ed, because greater  the compexiuou, 
less the chances will be* for the bigger 
units to make large profits.  So, if you 
look at it in the proper perspective,* 
you will find that this is the policy 
which help some of the big compames 
to make big profits.  But that is no 
argument to say that this concentra
tion of big profits is in any way com
ing into the way of the community 
and that because a few concerns are 
making huge  profits,  the  managing 
agency system as such may have any
thing to do with it.  My point is that 
so tar as the mafnaging agency system 
is concerned, we should look at the 
problem in  its  proper  perspective. 
What is the managing agency system 
after all?  It is a system under which 
certain business organisations—it may 
be one family or a group of families 
functioning together—pool  all their 
resources, talent and experience -and 
make them available to the group of 
concerns which function under their 
management.  What will be the alter
native?  Suppose, as the tendency of 
the House seems to be, you eliminate 
the managing agency system, naturally 
this would lead to the disintegration 
of that business organisation which

at present in control of the various 
concerns.  The individuals as such are 
not going to go away anywhere.  As
I  was pointing out earlier, their con
trol of companies itself is a guarantee 
that they will continue to play their 
important role in the field of indus
trial development.  If the managing 
agency system is eliminated, the com
munity will be deprived of the bene
fit which it derives from this pool of 
resources, talent and experience. Dis
integration  will  follow  which  will 
result in individual directors struggling 
to face  the  difficult  task which is 
faced day by day by the various com
panies.  I for one do not understand 
why, having put all these restrictions 
in the Bill, again and again a voice is 
raised for the abolition of managing 
apnts and a fair opportunity is not 
given to the managing agency system 
to show its role in the next Five Year 
Plan,  The Finance Minister himself 
gave a warning the other day while 
replying to the debate that the res, 
poiisibility in future wiU now lie on 
the managing agency system itself to 
justify whether it will be allowed to 
continue or whether it will be abolish
ed.  Therefore, I do not  understand 
why again and again hon. Members 
are advocating the abolition of this 
system, without caring to know the 
repercussions which it might have on 
the  economic  development  of  the 
country.

There are, of course, several facta 
and figures which can be given about 
the contribution which the system nas 
made as a whole to the economic pro
gress or  the  country.  Everybody Is 
aware  or  tne  nuge  contrlbutlon<< 
spreading weU over a century which 
the managmg agency system has made 
to the development  of  industries in 
tnis country.  It is not necessary for 
me to go into the details of the posi
tive achievements of the system dur- 
mg this long  period.  But  I would 
appeal again and  again  that in our 
enthusiasm to do away with ̂ certain 
evils which have  manifested them
selves in a certain abnormal period, 
we should not completely ignore th«
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present moment when we are just on 
tJie threshold of a very ambitious pro
gramme or  industrialisation  of the 
country.  That  programme  demands 
that everybody, every business organi
sation. should  be  able  to offer its 
maximum contribution to the realisa
tion of that task.  In anything it does. 
It should not be made difficult for any 
organisation or individual to make its 
maximum  contribution  to  the task 
that lies ahead.  It is in that spirit of 
enabling everybody to contribute his 
Dest that I appeal that so far as this 
managmg agency system is concerned, 
we can wait for 5 years at least and 
see what further role it can still play 
m tnis  ambitious  programme of in
dustrialisation.

Coming to the facts and figures as 
given by the hon. Finance Minister in 
the note that was circulated, I would 
only like to draw his attention to cer
tain figures which on their face look 
rather incorrect.  In that paper that 
has been circulated, under head VI it 
is said, “loans guaranteed by manag
ing agents amount to Rs. 7 7 crores.” 
This note has been prepared on the 
basis  of  the  financial  i>articulars 
relating to  managing  agencies  that 
managed 1720 companies in India in 
1951-52.  We have made certain en
quiries  from  the  members  of the 
Bombay Millowners’ Association and 
those enquiries were confined to the 
textile mills in  Bombay  city alone. 
According to the Bombay Millowners' 
Association, the  amount  guaranteed 
by the managing  agents  functioning 
in respect of Bombay mills alone in
1951  was Rs. 12,18  crores,  in 1952 
was Rs. 16.30 crores and in 1953 was 
Rs. 15.90 crores.  If the figures of one 
industry functioning in  a  particular 
city alone show that the amount of 
loans guaranteed  by  the  managing 
agents was Rs. 15.90 or Rs. 16 crores,
I fail to understand how we are to 
reconcile ourselves to  this  figure of 
Rs. 7,7 crores given by the bon. Finance 
agister as the loans guaranteed by 
managiag agents  of  1720 companies. 
So far as I  can  gather,  I think the 
figure of Rs. 7.7 crores may even be 
the amount  of  loans  guaranteed by

even one leading business house in the 
country.  There are  quite  a few of 
them who guarantee loans of similar 
amounts.  Therefore, there seems to be 
something very seriously wrong with 
this figure,  because,  so  far  as my 
knowledge goes, almost  all  banks in 
the principal centres of the country 
insist on taking guarantees from the 
managing agents in  any  loans that 
they give to the managed cĉpanies 
of those concerns.  That being so, this 
figure of Rs. 7.7 crores seems to be 
a  ridiculously  low  figure.  I should 
suggest that the entire amount shown 
as obtained from borrowings, Rs. 58.1 
crores or most of it, say, Rs. 50 crores 
must have been  guaranteed  by the 

managing agents.

Shri K. K. Basn: On what basis is 
that suggested?

Shri G. D. Somani: The reason is, 
we have made enquiries......

Shri K- HL Basu: In his evidence, 
the Chairman of the Federation could 
not give a definite figure.

Pandit K C. Sharma: He says from 
his experience.

Mr. Chairman: That is his figure.

Shri BL K, Baso: How can he say 
that? In the evidence, the Chairman 
of thp Federation  was  categorically 
put a Question as to the percentage. 
He could not give.  He said 3 or 4, 
etc.

Mr. Chairman: He has said that in 
one industry it is Rs. 16 crores.

Shri K. K. Basu: He says so.  But, 
the Government have said here.  How 
can we believe this when the Chairman 
of the Federation  was  not able to 
give a figure when sx)ecifically asked?

Pandit K. C. Sharma: He has made 
enquiries.

Shri Hu K. Baso: Then, we are not 
fully posted with all the figures.

Shri G. 0. Somani:  The  Bombay
City textile mills  managing  agents 
themselve.s  have  guaranteed Rs. 16
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crores.  How can  we reconcile that
figure with Rs. 7.7 crores?

Paindit K. C. Sfaaima: It is his esti
mate.

Mr. Chainnaii: The  hon.  Member
has a right to say what he believes 
to be correct.

Shri G. D. Somani:  I  think  this
figure of Rs. 7.7 crores is not correct. 
Perhaps in the nature of the enquiry, 
it may have  been  confined to some 
small units  alone.  I  do not know. 
But, I have every reason to believe 
that this does not reflect the amoimt 
of loans that may have been guaran
teed by the managing agents.  As I 
have said, it may  be  that even one 
leading  business house  may  have
guaranteed something like Rs. 7 or 8 
crores.  It is not a  big amount for
big concerns  which  are functioning
under these business houses.  There
fore, it cannot be that an amount of 
Rs. 7 crores  only  may  have been 
guaranteed by the managing agents in 
1720 companies.  I  for  one seriously 
think that there is  some  mistake in 
that figure.

Shii C. C. Shah: There is another 
figure in that  statement  which says 
that the total profit of 1720 companies 
is Rs. 38 crores. Will my hon. friend
tell me whether he  has  made enqui
ries, or from his knowledge he could 
say whether that figure is correct or 

'  approximately correct?

Shri G. D. Somani: I have not made 
enquiries.  I am at present concerned 
with only  the  amount  of financial 
guarantees.  I have not made enquiries 
for all the figures in that statement.

Slal K. P. TitpatU: Only for those 
that are favourable to them.

Shri G. D. Sk>maiii: Whatever figures 
I have got, I have, given.  I have not 
made enquiries about the profits. The 
Mouse knows how the figures of pro
fits have been dealt  with  in certain 
cases, I have dealt with the question 
so far as the arguments of my hon.

mend Shri  Asoka  Mehta  are con- 
cemea.  I need not go into that.

Coming to my amendments, I would 
nrst like to refer to clause 323. Much 
nas  already  been  said  about  the 
managing agency system.  But, gran- 
tmg that the system has to go some 
day—it might go in 1960 as has been 
so ardently desired by my hon. friend 
Shri Asoka Mehta—even then, I ask, 
is there any need to create such an 
uncertainty and insecurity in the mind 
of the business community, by taking 
these powers? Is it or is it not possible 
lor the Government to take action in 
the case of  certain  industries when 
circumstances demand that the conti
nuance of the managing agency sys
tem is not necessary?  My submission 
is this.  Whenever the Government 
may think that this  is  the opportune 
time for  eliminating  the  managing 
agency system  from  any  industry, 
tnen, it will be  quite  easy to bring 
tne necessary amendment to the Com
panies Act and do  away  with the 
managing agency system in that in- 
austry.  This general power which has 
oeen taken by the Government will 
create a lot of unnecessary insecurity 
and fears and doubts which would be 
lingering all the time when we are 
just on the threshold  of  an ambiti
ous programme  of  Industrialisation. 
When you can achieve the same pur
pose by bringing an amendment at the 
proper  moment,  why  should  this 
sword of uncertainty continue to hang 
over the  entire  industrial  structure 
tnat such and such an industry mît 
have to be declared or that it may be 
declared at some time that the manag
ing agency system will not be required. 
Even from the practical point of view, 
I do not see the slightest difficulty for 
tbe Government to take proper action 
m regard to certain industries if they 
so chose to do away with the manag
ing agency system.  There is no need 
to  arm  themselves  with  certain 
powers which  might  do  harm and 
damage to such industry abont which 
we may not be able to do the right 
thing at the right moment even wnen 
taking these powers.
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Reference has teen made time and 
agam to  the  Bombay  Shareholders 
Association. So far as this aspect of 
the matter is concerned, the Uombay 
Shareholders Association have point
ed out that a comprehensive  enquiry 

should be made after the five years 
period to see whether the managing 
agency system  does  contribute any
thing to the management of companies 
and in the light of the findings of that 
committee. Government  should take 
proper action.  The  Bombay Share
holders Association as such also did 
not  advocate  the  taking  of these 
powers.  What they said was only to 
make enquiries. I for one believe that 
the Government  today  can give an 
assursRice to the House that after the 
expiry of three years when they may 
pernaps exercise any such power and 
declare a  particular  industry, they 
would appoint a committee of enquiry 
in  the  case  of  any  industries in 
which they feel there is no justification 
for the managing  agency  system to 
continue.  This is all the intention of 
the clause and this intention can be 
met very easily by a promise by the 
Government to the House that a com
mittee of enquiry will be appointed 
at the  expiry  of  a  certain period, 
which will go into the desirability or 
otherwise of continuing the managing 
agency system in particular industries 
that they may have in mind.

We have heard before—and I think 
my communist friends have tabled 
amendments about the textile and jute 
Industries.  The argument has always 
been that since no further development 
is necessary so far as these two indus
tries  are  concerned,  the  managing 
agency  should  go.  But,  those who 
talk about the development of indus
tries always  forget  the  amount of 
rehabilitation which has to be done in 
these industries.  We know that most 
of the plant in these industries is very 
old and a huge amount is required 
both for the textile and jute industiy 
to modernise the plant and machinery. 
Naturally, therefore, the financial re
quirements of particular units in the 
teartile and jute industries are con

cerned, this argument of the manag
ing agents having nothing more to do 
about them  does  not  hold  water. 
Because the requirements of rehabili
tation are so large that they surpass 
any amoimt that may be necessary for 
the establishment of new industries. 
These are very big industries.  They 
dre playing a very important role in 
our national economy and in the ex
port field.  We cannot afford to take 
any risks about such important indus 
tries.  My  observation  in regard to 
tnig clause 323 is that even if the Gov
ernment at this stage do not agree ̂o 
ilrop this clause, the least they can 
do is to give an assurance or to accept 
an amendment, that  we have tabled 
mat whenever there will be an occa
sion to notily any industry, it would 
be preceded by a systematic enquiry 
mto the conditions of that industry 
and that that notification will not be 
issued simply  as  an executive order 
without givmg a proper opportimity to 
the industry concerned and to all other 
mterests concerned, to say what theĵ 
nave got to say.  Because, any such 
action is bound to have far-reaching 
.repercussions upon the functioning of 
that particular industry, it is only fair 
that whatever  may  be  the Govern
ment’s ultimate decision in the matter, 
at least in fairness and in justice to 
the industry concerned, there should 
be  a  comprehensive  enquiry  made 
about the functioning of that industry 
before they decide to take action under 
this clause and notify any industry. 1 
do not think that that would come in • 
the way of the Government taking 
such action  as they deem  fit in the 
light of the circimistances that may be 
prevailing at that time.  That would 
create  some  confidence  among the 
various industries that at least before 
any action will be taken, the pros and 
cons of the step will be proi>erly gone 
into by a systematic and comprehen
sive enquiry, and that nothing will be 
done in a light-hearted manner which 
might adversely  affect  the  smooth 
functioning of that industry.  I hope 
the  hon.  Minister  will  seriously 
consider the desirability of giving an 
assurance on the floor of the House 
that no notification about any industry
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will be issued  without  an elaborate 
and comprehensive enquiry about the 
functioning of  that  industry at the 
particular moment.

Coming to  another  amendment of 
mine to clause 325, about Government 
sanction of managing agents, this is 
a clause about which you were goo<J 
enough just now to say a lot about 
the very wide powers which the Gov
ernment have taken upon themselves 
to go into the appointment and reap
pointment of managing  agents.  One 
could have understood if the Govern
ment in this case had been content to 
leave the power to the shareholders, 
because, after aU, it Is the sharehol
ders who have to choose whether they 
will have  the  particular  managing 
agent or not, and if they will have, 
what will be the terms and conditions 
on which he has to work.  So, I think 
the  Government  by  taking  these 
powers is rather going too Tar, ana 
Jit will create  a  lot  of unnecessary 
difficulties, as you yourself just now 
pointed out.

l̂en, the  criteria  on which sucn 
individual  appointments  are to be 
judged are also specified in the clause, 
lliese criteria are neither objective 
nor sucn as can be properly judged. 
They involve  personal  judgment or 
qualities about  whose  nature there 
can be honest difference of opinion. 
To a very great extent past manage
ment of the company under considera
tion or other companies managea by 
the managing agent may be used to 
determine the  managing  agent’s fit
ness, and if this is gomg to be the 
factor in determining the fitness of any 
particular individual who has to be 
approved as a managing agent, then 
you can very well Realise the reper
cussions ot this policy upon our feoal 
of decentralised  economy  and upon 
our aim of expanding the economy in 
a manner wmcn will have many 
entrants constantly.

Then, at the same time, this burden 
of proving that the criteria are satis

fied by the managing agent lies on 
the managing agent himself.  It would 
have been more proper if the onus of 
proving that the managing agent is not 
a fit person Is placed on the Govern
ment and the issue is made justiciable. 
What I was pleading for is this, that 
the criteria should have been in the 
negative sense. If he is not a fit and 
proper  person  then  perhaps there 
would have been something for the 
Government to show that in a parti
cular  case  his  past  record clearly 
shows that he is not a fit and proper 
person.  But to apply a positive test 
of fitness will create a lot of unneces
sary complication in  as  much as it 
will be very difficult to judge accord
ing to individual judgments  as  to 
who is to be certified as a fit an̂ pro
per person.  So. if at all this qualifi
cation has to remain, it should be in 
the negative sense that the Govern 
ment should satisfy themselves that he 
is not a fit and proper person.

Then, we have also this criterion 
that  it  is  not  against  the public 
interest to allow the company to have 
a  managing  agent.  Here  again, in 
individual cases the question of public 
interest does not arise.  So far as the 
public interest is concerned, it might 
be appropriate for the Government to 
say for a particular industry that no 
managing agent will  be  allowed in 
a particular industry, but to apply this 
criterion of public interest in each and 
every individual  case  will be very, 
very difficult, because so far as indi
vidual managing agents are concerned 
the question of pubUc interest should 
not be brought into this at all.  A 
general  notification  prohibiting  all 
managing agents for all companies in 
an industry is understandable, but not 
a  panicular  decision  disapproving
managing agents for particular com
panies in the name of public interest.

So far as this qualification of a nt 
and proper person  is  concerned, I
have already said that it sljould De 
left to the choice of the individual 
shareholders  and  the  Government
should not take upon themselves the
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responsibiUty to  apply  the  positive 
test of fitness to each and every indi

vidual case.

Clause 327 has been added by the 
Joint Committee.  The Joint Commit
tee have provided that when an ap- 
Dointment is in  excess of the term, 
the entire appointment  will be void. 
The appointment may become void for 
the excess period because the date of 
commencement may not be clear, or 
in the case of  a  reappointment the 
date on which the earlier period gets 
over may not  be  definite.  In both 
these cases there can be honest diffe
rence of opinion, and in such cases the 
whole  appointment  should  not be 
made  void.  I  would  therefore 
plead that only the appointment for 
the excess term should be void and 
not the entire term as the clause at 
present provides.

My amendment  to  clause  343 is 
based on  the  same  reasoning  as 
enunciated in respect  of  clause 325. 
The clause provides that succession 
to the office of managing agents should 
be approved.  So, I do not want to 
take any more time on this by going 
into the same reasons.

I would now like to go to clause 
345 where  it is  provided  that any 
change  in  the  constitution  of the 
managing agency firm or body corpo
rate should be approved by the Cen
tral Government.  In the explanation 
attached to his  clause  are detailed 
the conditions which constitute such 
change.  The  Bhabha  Committee 
which had examined this question were 
beset with two  divergent  considera
tions, that is, the fundamental right of 
a managed company to be managed by 
a managing agent  whom  it has ap
pointed, and  secondly  the undesira
bility of impK)sing rigid conditions on 
the acquisition of an interest in the 
managing agency firm. What we wani 
to say is this, that wherever there is 
any slight change in the ownership of 
shares,  then  this  approval  is nol 
necessary.  What we want to provide 
is this, that only where a change takes

place so that the  original  members 
cease  to  have  a xnajority  interest 
should the approval of  Government 
become  necessary.  So  long  as the 
majority interest of the original mem
bers continues,  there  should be no 
apprehension  or  any  doubt, and I 
therefore request that the hon. Finance 
Minister should consider whether any 
slight change of whatever character 
is necessary to be approved by the 
Government or major changes  that 
might take place in the constitution 
of the managing agency firm or com
pany should alone be required to be ‘ 
approved by the Government.

Regarding clause 348, of course it is 
on the same basis as the income-tax— 
that it is not deducted in calculating 
tlie profits.  Similarly, the E.P.T. or 
BP.T. whenever these may be pre
vailing should also not be deducted 
irom the profits before the managing 
agency remuneration is drawn.  It is 
on the lines of income-tax and we have 
said in our amendment that the same 
analogy should be applicable here.

Clause 349 which deals with appor
tionment of depreciation provides that 
in the first financial  year after the 
commencement of the A(rt arrears of 
past depreciation should also be taken 
into account.  This also will create a 
lot of unnecessary hardship for many 
companies.  Accumulated  arrears oi 
depreciation may be much, and the 
managing agents’ remuneration may 
be reduced to a minimum for some 
years, perhaps till 1960 after the com
mencement of the Act.  The basis on 
which managing  agency  commission 
has been drawn iw the past may be 
entirely different from what is pro
vided now.  It Is fair that the past 
depreciation should not be taken into 
account and the provision should apply 
only as from the period for which 
the provision of the Act would become 
applicable.  Inclusion of past arrears 
of depreciation will create unnecessary 
hamship in calculating the managing 
agency remuneration.

Then there are two or three other 
rJauses, but I would not like to go 
into the other details.  I would end
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by appealing that so far as these man
aging agency  clauses are concerned, 
they should be viewed in their proper 
perspective and we should concentrate 
more on the repercussions which these 
clauses may have  on  the economic 
development of the country.  Whether 
it is the managing agency system or 
whether it is the system of managing 
directors or secretaries and treasurers 
after all, it is  the  individuals who 
may be at fault, and those individuals 
whetner they worR under one particu- 

1 lar system or another, may find loop
holes to indulge in abuses, and there
fore it is not the system which is at 
fault, and it is no use, therefore, con
demning a system only because it is 
at present predominantly prevalent in 
the  country and  therefore  in this 
system alone is found certain abuses. 
But in the context of the oresent need 
of the country and the amoitious pro
gramme of industrialisation we have,
[ do hope that a more realistic and 
practical view  will be taken  about 
tAette Clauses.

Shri Bamachandra RedcH:  I have
given an amendment  to clause S31, 
and I shall briefly explam iny position 
with regard to that

Speeches haye been made on  the 
floor of the House regarding the eco- 
Bomic policies  involved I a this Bill, 
and especially the manacenal aspect, 
in clause 331, provision has been made 
that after the 15th day ol August 1960, 
no managing agent should have more 
than ten companies under nmi.  It has 
been pointed out that this ttgure is 
arbitrary.  I agiee with those  hon. 
Members.  This arbitrary nutnber does 
not seem to convince anybody of its 
efficacy, tt a company can  manage 
ten companies, there is no reason why 
it cannot manage an eleventh or twelfth 
company; on the contrary, if a com
pany finds that it cannot manage ten 
companies, then it will  voluntarily 
come down to four or three companies. 
At any rate, tixerefore, the provision 
for only ten companies aoes not seem 
to convince anybody.

Shri K. P. Tripatiii:  As oemg too
kwt

Shri Ramachandra Beddi:  1 would

like to point what difficulties are likely 
to arise, if this  provision  is allowed 
to be retained  in  its  present form. 
As has been pointed out, today there 
are several companies under the man̂ 
agement of just a few families.  They 
have started these companies.  Some 
of them have been  functioning very 
well, and some of them are  being 
developed, and some, even after hav
ing been developed, are probably run
ning at losses.  If the limit of ten is 
now imposed, then  naturally  those 
companies which are in excess of ten 
and which are not working well will 
be closed  down by  the  managing 
agents. If they are half-developed, they 
will be left-half developed, and further 
progress will be completely stopped. In 
such cases, the shareholders as well 
as the labour  wiU  be  very  much 
affected.

I can give you an instance of that 
In the south, a number of companies 
for the maunfacture of vanaspati or oil 
have been started.  The Government 
of Madras have given loans to them 
profusely, probably to the extent of 
more than Rs.  50  to  Rs. 60 lakhs. 
Most of them have not worked well 
for the simple reason that the manag
ing agents  have  not  been able tc 
finance them at the time finance was 
needed.

But there is one company in Kur- 
nool started by one of the big busi
nessmen, probably Birlas.  They have 
spent about a crore  of  rupees over 
that, and they have  now  employed 
hundreds of people in that company. 
Quite a number of labourers and share
holders are involved here.

snri K. K. Basa: Did they get any 
money from Government?

Shri Bamachandra BedAl: 1 have no 
knowledge.  Probably, they have not.

If the optiwi is given tc that parti
cular managing agency  to  liquidate 
compames over and above the num
ber ten, naturally they will fix upon
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that company first lor liquidation. The 
result will be that a large r.umber of 
labourers will be thrown out of work, 
and the shareholders for whom we are 
pleading so very vehemently on the 
floor of the House will also be losers.

Further, the possibility of develop
ing these industries regionally wUl also 
be set at nought.  Under the Second 
Five Year Plan, the prospect is envisag
ed not only of  developing  industries 
but developing them in regions which 
are  industrially  backward.  If  there 
are ĉ ain regions where industrial 
baskwardness is still remaining, there 
the prospects of some of these new 
businessmen coming and developing in
dustries* may not be very fair because 
they have to  think  hundred times 
before they actually start business; and 
by the time they collect the money 
and start the business, the sharehol
ders and the public may feel diffident 
about the prospects  of  business de
veloping in such conditions.

Besides all this, no indication has 
been given either in this Bill or in the 
speeches made by the Finance Minister, 
as to whether in case such companies 
are closed down compulsorily under 
clause 331, there is any prospect of 
Government coming forward to take 
them over or other alternative arrange- 
menta being made to run those com
panies, whether they run at a  loss 
or at a profit.  In the absence of any 
assurance in this regard, naturally, the 
shareholders wiU be very much affect
ed, and labour unemployment will also 
increase.  One of  the  principles on 
which the Second Five Year Plan is 
going to be framed is not only to de
velop industry but  also  to remove 
unemplo3rment.  But  this  particular 
clause. I am afraid, will run counter 
to  the  proposals  of  Government 
inasmuch as it will create greater un
employment and  also  result in the 
deployment of the existing employed 
This embarrassing position will have to 
be clearly seen  through,  before the 
House approves of clause 331.

There is one more point in this con
nection.  Most of thiese developments 
are expected to be in areas which ĥve

not so far had any industrial develop
ment.  Especially, so  far  as purely 
agricultural areas are concerned, they 
can never be developed unless develop
ment of industries is resorted to.  The 
prospects for the agricultural produ
cers will depend  upon  the industrial 
development in the particular zone in 
which they live. For instance, if cotton 
mills are going to be started, naturally 
the cotton growing areas will have to 
be taken into  consideration  and de
veloped.  Similarly, if oil, sugar and 
tobacco enterprises are to be set up, 
naturally those factories will have to 
be opened in those centres where the 
respective crops are heavily grown. 
But there is not  even a promise or 
suggestion made by Government or by 
those who criticise the present state 
of  affairs  that  industrial  enter- 
orises will be started in those areas 
where the agriculturists have got large 
oroduce at their disposal.

In fact, it is the big business houses 
that have been able to show their en
terprise and enter such areas where 
the small managing agents have fail
ed.  We have to our own grief found 
in this House  that  small managing 
agencies  come  forward  collecting 
shares and erecting the machinery etc., 
but never work the machinery or take 
up the manufacturing process.  So to 
avoid these contingencies and taking 
note of the existing state of affairs, 
especially the financial side of it, we 
should not discourage the big entre> 
preneurs.  If there is any attempt to 
curb the enterprise of the big business 
people, there will be no capital flow
ing forward and not very much pros
pect of capital being utilised for the 
development of these enterprises.  In 
these circumstances.  I  should think 
that clause 331 should have no place 
in this Bill, especially when our ob
jective is to develop the industries in 
the Second Five Year Plan period.

•

I do not dwell upon the other clauses 
for the simple reason that they have 
been sufficiently discussed and probab
ly experts will go into them in greater 
detail.  I have confined myself to this
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particular clause only and said in my 
amendment that this rule should not 
affect the existing companies.  If for 
future purposes,  the  clause is neces
sary, it can be incorjwrated.  As the 
affairs of existing companies are going 
to be scrutinised and examined very 
carefully, hereafter  the  question oi 
fraud might not arise.  Also, restric
tions have been placed upon the pre- 
iient managing agents in respect of the 
remimeration they will get, in respect 
of the other profits that they are likely 
to make and so on. In fact,  the idea ot 
having an arbitrary number—ten—of 
companies does not appeal to reason 
for this simple reason that ten com
panies might have Rs. 5 lakhs each 
and the volume of business that these 
ten companies would do would be only 
Rs. 50 lakhs, whereas there may be 
two companies having Rs. 1 crore each 
and therefore', will be able to transact 
business worth Rs. 2 crores.  So the 
number does not in any way indicate 
the amount of business that can be 
done.  On  the  other  hand, if more 
freedom is given for business enter
prises to put in their money and con
duct business, there is every possibili
ty of the number of industrial enter
prises increasing.  It is probably much 
better if the volume of trade is limit
ed rather than the number of enter
prises in which they can take part. 
With these  few  observations, I feel 
that clause 331 should be amended so 
as not to include the existing manag
ing agencies within its fold.

Shri Moraika  (Ganganagar-Jhun- 
Jhunu): My amendment is No. 436 to 
clause 330.  I would like to invite your 
particular attention to this amendment 
because it is a little subtle, I am told. 
My amendment is that in page 173, 
lines 15 and 16, omit “other than those 
relating to the term  for  which the 
office can be he?d”.  Now, in this Bill, 
you will notice, there are two clauses 
which deal with the term of office of 
managing agents.  One is clause 227 
and the other is clause 329.  Clause 
329 is a self-contained  clause—com
plete in itself.  It says that the term

of office of existing managing agents 
would terminate on 15th August 1960. 
So even if this clause is to come into 
force immediately, on the commence
ment Of this Bill  the  meaning of it 
would be that the  existing  managing 
agents would not cease to hold ofilce 
before August 1960. The other clause, 
327, refers to the term  of  office of 
managmg agents. Now, it was not the 
Intention (ft the Joint Committee that 
this clause 327 should not come into 
force  immediately  after  the  com
mencement of this Act.

[Shrimati Sushama Sen in the Chair]

The intention was that so far as the 
existing managing agents were con
cerned, their office should not termi
nate before l̂th August 1960.  But if 
any firm of managing agents wants to 
renew its agreement or wishes to have 
fresh appointment, then it must come 
before the Government for permission, 
and permission should be given for 
ten years in the case of renewal and 15 
years in the case of first or fresh ap
pointment.  Therefore, the words nt*re 
which my amendment  seeks to delete 
are simply redundant, because if this 
is to qualify clause 327. the purpose 
would be defeated. Apparently, it is 
meant, to qualify clause 329, but clause 
329 is a full, self-contained and com
plete clause and does not require the 
aid of these words.  At the time tnis 
Bill was referred to the Joint Com
mittee, it was the desire of many hor. 
Members that the provisions concern
ing managing agency should be ex
amined in great detail by the Com
mittee.  Therefore, the Committee ie- 
voted a great deal of time in examm 
ing those provisions and making suit 
able changes.  As a result you wii: 
see that in the  Bill  which  is now 
before the House,  there  are radical 
changes made so far as the managing 
agency clauses are concerned.

Even before the  Joint  Committee 
there were two extreme views.  Cne 
view was that the managing agency 
has outlived its utility and it should 
be abolished  immediately,  the other
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view was; no, it should be kepi: i 
plays a very useful role in the com
munity, and in view of the further 
development programme, this system 
may be preserved intact.  If cne is to 
go by the data available before the 
Joint Committee, if one is to be guid
ed by the evidence placed before the 
country that may  be  placed before 
this House now, one cannot come tc 
the conclusion that this system Rhoul.l 
be abolished straightway.

I do not wish to tire the House w’th 
many quotations.  But if one has to 
understand this system properly one 
should know  the  biography  of this 
system.̂ One may know particularly 
what happended immediately after the 
first world war.  This system of mana
ging agency is a very old one.  It is 
as old as the industrial revolution of 
the country.  Madam, let me assure 
you that the complaints against the 
system are no younger.  But even in 
the years 1916—18, when the Indian 
Industrial Commission was appointed 
under the chairmanship of Sir T. H. 
Holland, the final verdict of the Com
mission was that  this system served 
a very useful purpose and that it was 
best suited to Indian conditions of that 
time and that it should be kept.  They 
said that “there is no doubt that the 
system is, in many ways, well adapted 
to the present condition in In..lia and 
has a far better list of success to its 
credit than can be shown by anj- in
dividual management or directors”.

Then the next phase was in 1927 
when the Indian  Tariff  Commission 
was appointed.  They also examined 
this .question in detail and gave' their 
verdict.  The  complaint  before tho 
Commission was that the depression of 
the year 1927 was mainly .-iue to the 
system of managing agency  that 
if the system was not prevailing here, 
the depression could have been avoid
ed.  The Commission’s verdict 'vas that 
‘we are not sure that the depression 
was due to this system and the fact 
that even the same conditions Dervail- 
ed in Lancashire more than in India 
is in itself sufficient to show that it is 
not any particular system of manage
ment which is in any way responsible

for it’.  Then they went on to make 
some minor  recommendations which 
were later on incorporatea.

The third important body which ex
amined this question in detail whs the 
Indian Banking Inquiry Com̂iittee cf 
1931.  This Committee says that though 
this system has played a ver.v useful 
role in the Indian economy, an attempt 
should be made to make the industrial 
enterprises in India less dependent oa 
this system for future development.

4 PM, •

The next body that went into this 
question was the Indian Tariff Board 
of 1932.  The Board came to the con
clusion  that  nearly  every  im
portant  Indian  industry  has  been 
brought into existence by the enter
prise of the managing agents.  They 
had many good things to say aoout 
the managing agency system ana the 
decisive verdict was that the system 
should be kept.  In conclusion, thit 
Board commended the system as* one 
that filled an important place m the 
industrial sector of the country but 
recommended regulatory legislation for 
the  system.  They  said  that there 
should be more control and regulation 
of this system by the Government. It 
cannot be said by any  hon. Member 
here that after this BiU there would 
be any want of control or regulation by 
the Government on tJiis system.

The next body was appomted in 
1949-50, the Fiscal Commission.  The 
Fiscal  Commission  said that  this 
system of managing agency has render
ed single service to the 75 year old 
industrial development of this coun
try.

We then come to. the Working Party 
on Cotton  Textiles  m  1952.  Their 
verdict was also in favour of retaining 
the system with certain alterations and 
amendments.  The Bhabha Committee’s 
verdict was also that the system should 
be mended and not ended and on the 
basis of  those  recommendations the 
present Bill has been drafted.  Even 
the Planning  Commission  examined 
this question in December 1952, and
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[Shn Morarka] 

their finding was also that this system 
has rendered good service and has its 
utility and therefore it should l)e kept.

If therefore one  is  to  judge the 
system on the basis of the record before 
the various committees and commis
sions, which committees and commis
sions had taken m evidence, which had 
recorded the evidence of various per
sons connected with the system, then 
the verdict  of  every  one of these 
committees and  commissions  is that 
t’his system though it requires regula
tion and mending,  it  has played atk 
important  part  in  the  industrial 
development of the country and that 
it should be kept.

It was after taking  all  these into 
consideration  that  the  Government 
decided that whereas on the one hand 
there is a demand  from  the public 
that this system should be abolished, 
there is, on the other liand, an equally 
strong case—by every committee and 
commission which examined this ques- 
tion—̂that this sŷem should be kept. 
Therefore, the Joint Committee thought 
it fit to provide in the Bill a provision 
by which  Government  is given the 
power that is, after examining the case 
of each industry, if the Government 
came to the conclusion that it is not 
necessary to have further expansion 
for the particular industry or that the 
managing agency system is not more 
necessary in that industry, then the 
Government may by notification direct 
so and then the managing agency in 
that particular industry would come to 
an end.

Among the  regulatory  provisions 
which have been made in this Bill— 
most of them have been already re
ferred to here.............

Shri Kamath: On a point of order, 
Madam Chairman; I want to give my 
young friend a little pause and rest; 
there is no quorum in the House.

Shri Jlninjhiinwala (Bhagalpur Cen
tral): We have to go according to con
vention.

Sbri Kamath:  The  convention  is
between 1  and  2.30.  It  should be

counted at other times except the lunch 
interval.  My eye estimate is that it 
is only 40.

Shri C. D. Pande (Naini Tal IMstt.- 
cum Almora Distt.—South-West cum 
Bareilly  Distt.—North):  There  is a 
definite convention  now.  Madam, it 
was decided this  morning that  if 
there is quorum at 11 o’clock in  the 
morning when the House meets, then 
thereafter there is no need for quo
rum.

Shri Kamath: It  is  only  for the 
lunch hour; the convention does not 
extend to other times.  You can get 
the transcript.  It is only between 1 
and 2-30 that it need not be counted.

Some Hon. Members: There is now 
quorum.

Mr. Chairman; There is quorum now; 
the hon. Member may proceed.

Shri Morarka: There are many other 
Clauses in this Bill which provide for 
the regulation and control of the vari
ous activities of the managing agents 
and the remuneration paid to them etc. 
All these things have been talked about 
at sucn great length that it is not neces
sary to draw the attention of the House 
to those clauses again.

This morning, hon.  Member, Shri 
Asoka Mehta moved  his amendment 
No. 234, which has the effect of termi
nating the managing agencies by 1960. 
As you see in the Bill, if the Govern
ment, after taking  proper evidence 
and making proper enquiries, come to 
the conclusion that the managing agen
cy system is not necessary in any in
dustry,  the  Government  has  those 
powers under clause 323 to terminate 
tne managing agency whenever they 
like.  I do not, therefore, think that 
there is any further necessity for this 
amendment.

The hon. Member, Shri Asoka Mehta, 
this  mornmg  was  very  vocal in 
giving  two  reasons  why  the 
managing  agency  system  should 
be  immediately  terminated.  One 
was  that this system  of  managing 
agency concentrates  economic power 
and the other was that it creates a lot 
of cinequality or disparity in income.
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I would not say very much about the 
second reason because this Bill lays 
down a ceiling of remuneration of 10 
per cent, of the net profits.  But, with 
great respect to  Shri  Asoka Mehta, 
who is, nu doubt, a very keen and 
intelligent student of  economics,  I 
must say that his argument was very 
artless, so ;far as concentration  of 
economic power is concerned. I will 
show how it is. Anybody merely be
cause he is a managing agent of con
cern does not concentrate  economic 
power in his hands. Who appoints the 
man£iging agent. The managing agents 
are appointed by a third party.  They 
are appointed by the shareholders of 
the company.  In this Bill or anywhere 
else you do not propose to touch the 
shareholders at  all.  They are going 
to remain where they are.  The voting 
powers of the shareholders are going 
to be what they are.  We are not say
ing thai somebody  else  is going to 
appoint  the  managmg  agent.  The 
shareholders may appoint the manag
ing agent or the managing director. 
What difference  would  that make? 
Where will the  economic  power go 
then? Because of the fact that there is 
a  managing  director  instead  of a 
managing agent,  can  you seriously 
contend that the  ultimate economic 
power of  these  people  has gone to 
somebody else? The economic power 
is the power of the people who con
trol these shares.  These are the real 
owners of the company; these are the 
 ̂people whom you are  not  gomg to 
touch.  Whether there is the manag
ing agent, the  managing  director or 
tne secretaries and treasurers it makes 
no difference so far the concentration 
of economic power is concerned.  It 
is a very naive argument.

I am not going to touch the other 
ground on  which he attacked  the 
managing agency system.  So far  as 
concentration of economic  power  is 
concerned it appears  to me raiher 
queer argument.  Unless and until you 
pass a regulation by which  you  say 
that a person cannot own more than 
5 per cent of shares or 1 per cent of 
shares or cannot have the power of 
appointing the managing  agent  yoy

will  have  concentration  of  power. 
We are not going to do anything  of 
that kind in this  BilL  Merely  be
cause you say that you will have the 
power of appointing managing agents 
or you  will abolish  the  managing 
system, you are not going to curb the 
concentration of economic power.  If 
a man has 51 per cent of the  shares 
in 10 or more companies it does  not 
matter whether you appoint ABC as 
the managing agents or XYZ as  the 
managing directors.  So long  as  he 
has the control of the shares, he con- , 
trols the destinies of the  companies 
and so long as he controls  the  des
tinies of the companies  he  controls 
the economic power and he will con
trol it despite the fact whether  you 
have a managing agent or a managing 
director and pay them remimeration 
of 5 per cent  or  whether  you pay 
them 10 per cent.  That is not going 
to make any difference at alL

Before I sit down, I should like to 
give an answer to the argument which 
my hon. friend,  Shri. Asoka Mehta 
again, made this morning.  His argu
ment was that industrialists like  the 
Tatas—he has given the name—have 
reconciled themselves to the position 
of  the abolition  of  the  managing 
agency system.  He quoted  from  a 
memorandum which they  had  sub
mitted to the Bhabha Committee some 
time in 1950.  I am going to  read  a 
passage from the memorandum  sub
mitted not only by the Tatas al<me 
but also by various other industrialists 
of the country before some members 
of the Joint  Committee.  And  that 
paragraph would indicate the attitude 
of  these  people towards  managing 
agency.

Shri C. C. Shah: I am afraid  that 
memorandum could  not be  quoted.
It is not part of the record placed on 
the Table of the House  nor  was  it 
circulated to the hon. ̂ embers.

Shri Morarka:  I  agree  with  the 
objection taken by my hon. friend and 
it is true that the memorandum was 
not circulated  to the  Members nor 
has it been placed on the Table of th»
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House.  But, if you wish, I am  pre
pared to place it on the Table of the 
House now.  Or, if you want, I will 
not quote the actual words.  All that 
I need say is that in conclusion after 
making out their case they have said 
that the managing agency system  is 
very vital for the economic  wealth, 
for  the industrial development  and 
for the prosperity  of  the  country. 
And, therefore, they were not for the 
abolition  of  the  managing agency. 
They said that even the  restrictions 
should not be imposed;  leave  alone 
the question of the abolition of the 
managing agency.  Indeed the  ques
tion before them was only whether 
extra restrictions should be imposed 
or not and they said that they should 
not be imposed because it would not 
be possible for the managing agency 
to work and that it would certainly 
retard the industrial progress of this 
coimtry.

Shri K. P. Tripathi: The  speeches 
which I have heard in  the  evening 
and in the morning have been of two 
types. '

Shri M. S. Gumpadaswamy:  Gra
phic and sober.

Shri K. P. Tripathi:  One  type  is 
that the managing agency system  is 
to be abolished at once.. The  other 
type  is  that  it is not going to  be 
abolished at all.  I  think  these are 
extreme  statements.  Shri N.  C. 
Chatterjee said; “I do not know why 
the managing agency system is being 
scrapped altogether  so  quickly.”  I 
have tried to find out the sections, but 
there is no such attempt made in the 
Bill at all.  The attemprt is  that  by 
1960 the managing agencies may come 
to  an  end,  and that thereafter  it 
would be open to the Government to 
permit the continuance of the manag
ing agency in̂ industries or in  units. 
Therefore, to say  that  it  is  being 
scrapped is wrong.  From our point 
of view, we are sorry that it is  not 
scrapi)ed quickly enough.  The state
ment made *by the  Finance Minister 
in the general discussion created an

impression that he did not want  to 
scrap it at all and that he wanted its 
reform rather than its scrapping.  My 
friend, Shri Somani,  said  that  the 
managing agencies should justify the 
necessity for their existence  within 
the space of, say, five or six years and 
then they might be permitted to con
tinue, and that is the intention of the 
Government.  That shows what  has 
been the impression  of  the speech 
of the Finance Minister on the indus
try at Isirge in the country.  Obvious
ly, the speech of the Finance Minister 
has not carried conviction that it  is 
going to be abolished.  The  impres
sion all over the country  has  been 
that it is a reform measure, and not 
a measure for abolition.  I  humbly 
beg to submit that that is not the 
intention  of the Bill. If that impres
sion has been created by the  speech 
of the Finance Minister, it has been 
unfortunate,  because  in  sub-clause
(2)(b) it is stated—

‘*Where any such company has 
no managing agent on the speci
fied date or where it is incorpo
rated on or -after that d̂te, it 
shall not  appoint  a  managing 
agent.”

Obviously, if it was not the inten
tion of the Bill to abolish the manag
ing agency system, it should never 
have said that hereafter new companies 
shall not have any managing agents. 
If it was the intention to abolish it, 
then such a clause would be  tanta
mount to discrimination, because  it 
would be tantamount to saying that 
all the managing agencies which exist
ed before should continue to exist and 
hereafter no new managing agencies 
should be permitted  to  come  in. 
Therefore, we would be placing one 
sector of the population at a disad
vantage as against the other sector of 
the population. This would be a dis
crimination and, therefore, it would 
have been quite improper to  incor
porate this provision. As a matter of 
fact, Shri Chatterjee himself referred 
to this  discrimination  because  this 
clause shows that the intention of the 
Ĝovernment is to abolish this system.
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Since the Government is not in  a 
position to abolish it immediately, it 
is taking this step and has provided 
in sub-clause (1) that it shall have 
power to abolish it industry-wise. So 
the intention of the Bill is  not  to 
speak in panegyrics of  the  mana
ging  agency system,  that  it  is  a 
very fine system, that  it  has  done 
great services to the country, that it 
should be permitted to continue if it 
justifies itself in the next five years or 
so, and that it should have  a  long 
lease of life unfettered by any limit. 
That is a wrong interpretation of the 
entire Bill.  If the Finance  Minister 
did not mean it, if the Finance Minis
ter m̂ant its abolition,  I  have  no 
doubt that he will get an opportunity 
to explain and clarify the situation in 
the course of the discussion of these 
various  clauses.  I .humbly beg  to 
submit  that sub-clause (1) provides 
that Government has power to abolish 
it industry-wise even before 1960.  Is 
it to be understood that although  it 
is provided so. Government does not 
intend to do it?

Shri K. K. Basu: It is in the mind 
of the Finance Minister.

Shri K. P. Tripathi: I agree.  It is 
for the Government to administer the 
power that is given to them, but the 
power may not  be  exercised.  But 
looking to the clause as a whole, the 
intention  presumably  is  that  the 
power shall be exercised.  It is also 
the direction of the  Bill that power 
be exercised and it is for this reason 
that it should be done industry-wise. 
When these clauses were being drafted, 
Government felt that the country was 
going to develop, and new industries 
have to come in, and it was pointed 
out that there are sectors of industry 
which have not developed at all, and 
for quick development of the country 
it might be necessary that  in  those 
sectors in which there  is  more de
velopment  needed,  the  managing 
agency should be retained.  If that be 
so, then obviously  it  must also  be 
taken for granted that it was also the 
intention of the drafters to say  that 
in those sectors where no new expan

sion is contemplated, this clause will 
be applied.  Shri Somani has argued 
in regard to the  Second Five  Year 
Plan.  If that Plan says that we are 
not planning any expansion in  jute 
industry, then jute  industry  should 
be one of the industries in which this 
clause should be applied.  If we are 
not expanding the textile  industry— 
and it has been stated that the textile 
industry is not going to be expanded 
—then it should  be applied  in  the 
case of the textile industry.  Undei 
the existing law, regarding plantations 
and particularly the tea industry, it’is 
not permitted to expand and therefore 
there is no need for managing agency 
there.  In the coal industry it should 
be realised that there is a case for its 
nationalisation.  At  least  we  have 
said that new expansion for the coal 
industry should not be permitted in 
the private sector  at  all.  Govern

ment should consider if in the Second 
Five Year Plan, the new expansion is 
going to be undertaken in the public 
sector or the expansion permitted in 
the private sector would be  negligi
ble, the public sector having a large 
' proportion, and  in  that  case  also, 
there is a case for the application of 
this clause to that  industry.  There
fore, I say that even before 1960, it is 
possible and it is intended  by  this 
Bill that this clause should be applied 
to these four industries  at  least.  I 
beg to draw the attention of the Gov
ernment to this aspect of the Bill, to 
the possibility that it might  be  ap-, 
plied here and now without any loss 

to our industry.  If it is  applied  to 
these industries, what would be  the 
result?  The result  would  be  that 
these industries require two types of 
capital.  One is working capital.  For 
working capital, these are established 
industries for over so many years and 
they have their own working capital 
and so it will not be very difficult to 
get  working  capital  if  they  are 
managed  directpr-wise.  Secondlŷ 
commercial banking  is  attached  to 
these industries, and there has grown 
over a number of years a system at 
financing for the working capital ot 
all  these  industries—and whicll 18
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current today—and if the  managing 
agencies disappear, there will be  no 
difficulty at alL

With regard to the question which 
was also raised by Shri Somani that 
Rs. 50 crores are guaranteed by  the 
managing agents—̂not Rs. 70 crores— 
it has been pointed out in the circular 
that so far as the guarantee for  the 
resources of  the company  itself  is 
concerned that  is  not  regarded  as 
guarantee  by  the managing agents. 
M\»t  of  the  companies  guarantee 
loans against their own resources, not 
the resources of the managing agents. 
It is only in the case  of  the badly 
running companies  in  which extra 
resources are  necessary  that  their 
managing agents come, and it is for 
this reason that the amount is  Rs. 7 
crores; it is not Rs. 50 crores or any« 
thing of  that kind  as  Shri Somani 
was suggesting.

Shri K. K. Baso:  That is also  a 
guarantee against malpractices.

Shri K. P. Tripathi: My friend says . 
that.  Therefore, I submit that so far 
as  working  capital  is  concerned 
although the guarantee  comes from 
the existing sources, that is a very 
small percentage.  But even in that 
case  what  happens?  Take  for 
instance the tea gardens, it was the 
Government which had to come for
ward to guarantee to the banks that 
i loans might be advanced. In a social
istic pattern of  society, I have  no 
doubt that if any industry is to close 
Government shall have to come for
ward to guarantee and therefore, the 
purpose of guarantee is clear; such a 
guarantee is also being imdertaken by 
the Government.  It is known  to 
everybody that all the foreign loans 
which are being taken are guaranteed 
by the Government.  Instead of that 
Government is sometimes advancing 
loans.  So, I say thĵt this question of 
guarantee with  regard to  working 
capital does not hold water.

A point was made by Shri Somani. 
He asked: what about rehabilitation 
loan?  He said that a lot of machi

nery in the textile mills as well as 
others had to be rehabilitated.  This 
is a very interesting argument  Here 
an industrialist comes forward and 
says that the managing  agents are 
going to  finance the  rehabilitation 
and therefore they should exist but 
as soon as permission is given they 
come to the Government and  say: 
please give us loans; we cannot re
habilitate or modernise.  In the case 
of jute industry  they came  to the 
Government.  They  come and  say: 
please give us loans because we did 
not save; we ate and we have nothing 
left so please give us some advance. 
Therefore, so far as the question of 
financing is concerned it is a wrong 
argument.  He was making an argu
ment in order to continue the manag
ing agency but he knew that this was 
merely an argument and  actually, 
when it came to rehabilitation it was 
not he who  would finance  but it 
would be the Government.  On that 
argument it cannot be permitted to 
continue.

The reason why we are against this 
managing agency system is different. 
We have said that we do not want 
concentration  of  capital.  We  have 
accepted  the socialistic  pattern  of 
society and from that point of view we 
want to prevent concentration of capi
tal.  Managing  agency  is a  system 
which contributes to concentration and 
therefore it has to go.  How it brings 
about concentration  has been  dealt 
with and I need not quote figures. We 
want to prevent this.

People ask: why become a doctri
naire?  It is not necessary to be a 
doctrinaire. I say: how can you avoid 
being doctrinaire if you say that we 
accept socialistic  pattern  of society 
which itself is a doctrine.  We accept 
it and apply it.  We are pragmatic in 
so far as the stages are concerned. The 
clause  here  suggests a  pragmatic 
approach.  Pragmatism does not lie in 
saying  whether  managing  agency 
should be abolished or not.

Shri M. S. Garupadaswamy: Prag- 
matisip is itself a doctrine.
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Shri K. P. Tripathi:  It is for the
purpose of finding out in what phases 
it should be abolished and not whether 
we should abolish it.  So far as that 
policy is concerned we are committed 
to it.  So far as the phase is concern
ed—the phase at which we have to 
abolish it—that is the question: and 
we are leaving it loose.  I think by 
leaving it loose it is not intended to 
say that we do not intend to abolish 
it at all.  It is intended only that we 
should find out the phase in which we 
have to abolish it.

The second argument  which  was 
the main argimient from our point of 
view is this. In India management is 
extremely top  heavy; it is  costlier 
than in any other part of the world 
because due to the managing agency 
system it is three tier costly.  First 
of all there is the board of directors 
whose cost we have to  bear.  Then 
comes the managing agents whose cost 
we have to bear.  Then comes the 
management appointed by the manag
ing agents and that cost also we have 
to bear. Thus you will see that in the 
Indian structure of management of 
companies it is a three-tier manage
ment.  In those cases in  which  the 
managing agency  appoints  another 
agency to look after the management, 
it becomes a four-tier  management 
and I have also seen cases where it is 
a five-tier meuiagement.  The  result 
is that, ito spite of a very large per
centage of gross profits there is a loss.

Obviously, such a system of manage
ment was possible in this coxmtry be
cause the wages were very low.  The 
labour  was not  given  any  social 
security and there  were no  welfare 
measures for the labour.  Now, under 
the socialistic pattern of society and 
with the labour awakening, do you 
think that you can keep labour where 
it was?  The wages  shall have  to 
rise and they will have to be given 
welfare  measures.  They must  be 
made to live as men so that  their 
efficiency might increase.  You  shall 
have to  give them  social  security 
measures which you have denied them 
and given only to the managing agents 
so long.  What about that?

Shri Kamath: Wait till Amritsar.

Shri* K. P. Tripathi:  I ask every
individual in this country:  can the
industrial sector give higher  wages, 
higher social security and higher wel
fare measures to the labour with the 
present structure?  The only answer 
is: “No, it cannot be  given.”  Then 
what shall be done; this is the ques
tion which is placed before you.  If 
you increase the  labour costs  and 
retain this management then you shall 
have to raise the cost of goods so high 
that you will be wiped out of the. 
foreign market  You will not be able 
to sell your goods in your own country. 
Recently  I was  reading  the bank 
award  where Shri  Gajendragadkar 
has given a very fine rQ)ort.  In that 
he has asked this question: if you try 
to retain the cost structure which is 
given to the management and if you 
try to retain the cost structure that is 
given to the middle class; then, if you 
want to give higher living conditions 
to the workers, where is it to come 
from?  That is the question he has 
asked and he has himself replied that 
it cannot be given.  It is impossible 
to be given.  So, here is a tribunal 
saying that it is not possible to give 
higher living conditions to the work
ers with the present  cost structure. 
Therefore, we come to the inevitable 
conclusion that the management struc
ture of this country is wrong  and, 
therefore, we have to go the same way 
as other coimtries have gone—̂the way 
America has gone or  England has 
gone. These countries have no manag
ing agencies and they have only the 
director  system.  In the  director 
sjrstem it is possible to have less cost.
I was surprised to find in an indus
try—it is very interesting—that out 
of a cost of 20 annas per unit, 3*2 
annas was the  labour cost and 3*9 
annas  was the  management  cost, 
although in that industry the labour 
employed is 100 times more than In 
many  other  industries.  Obviously, 
this state of affairs 'in the industrial 
cost structure cannot make us call it a 
scientific cost structure.  I was, there
fore, suggesting that this structure is 
out of date and the managing agency 
system has to go.  If the managing
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agency system does not go then it will 
not be possible for our industries to 
run economically and it will not be 
possible to give labour higher living 
conditions and then there would be 
revolution. Therefore, the intention is 
very clear and we must.........

Shri Kamath: Are you afraid of 
revolution?

Shri K. P. Tripathi: My friend Shri 
Tulsidas the other day made a very 
interesting declaration.  He said that 
the directors  are mere  advisers  in 
India  as  distinct  from  England. 
Obviously, we have been so long pay
ing for  mere advice  and not  for 
management.

Shri M. S. Gnmpadaswamy: Very 
good advice.

Shri K. P. Tripathi: Actually, direc
tors  are  expected  to manage  the 
affairs of an organisation and here is 
an admission  from  an industrialist 
that they are merely advisers ?md the 
management  is  done  by  outside 
people.  So,  it  also  supports  njy 
theory that management is overcostly 
in this country.  They must  assume 
the responsibility of management and 
we do not want  them to be  mere 
advisers.  Let them come forward to 
manage  the companies.  I have  no 
doubt, therefore, that we have come 
to a stage in which managing agency 
must expire and it must be replaced 
by a new system. How quickly it can 
be brought about is the next question. 
The Government  should not  make 
declarations which are doubtful and 
which make the mind of industrialists 
doubtful as to think that perhaps the 
Government  may  have  a  soft 
comer.........

Shri Kamath:  Mental reservations.

Shri K. P. Tripathi:....... and they
may permit the .managing agency to 
continue.  The  Government  should 
say that the system has outlived its 
date and it should go.  The question 
is, they have been good for a time. 
So was zamindari.  So was monarchy 
at one time. They have ceased to be of

any utility.  They  go.  After all,  a 
system has  to justify itself  in the 
present and not in the past. All these 
argimients about the past are out-of
date and they are out of place also. 
This system has to justify itself today, 
and I beg to submit that this system 
cannot justify  today.  Therefore,  it 
has to go. A system which has outlived 
itself, and outlived its utility has to 
go.  Therefore, I beg to submit that 
the Minister will think about it.

Then, the question of capital market 
has been raised.  I beg to submit that 
if the Government analyses the capi
tal market today, they will Ifind that 
it is completely changed.  The manag
ing agency  came  at a time  when 
there was no capital market.  It creat
ed cent per cent, working  capital, 
investment capital.  But, today, what 
i§ the position?  Today, a large part 
of the capital market has been provid
ed by the Government.  Every State 
has floated  a Finance  Corporation. 
The Centre  has floated a  Finance 
Corporation.  The Government is get
ting money from outside, and all the 
money is being under-written. There
fore it is that the contribution of the 
managing agents is only Rs. 7 crores, 
and it has been reduced now.  There
fore you see how utility with regard 
to the capital market is going away. 
If the Government thinks that capital 
market is not yet properly organised, 
the managing agency has to continue. 
Then, it is for the Government to find 
out how the capital market has to be 
created under the socialistic pattern 
of society, and imder socialist eco
nomy.  Already,  Government  has 
taken steps.  Government has  taken 
up the Imperial Bank which is going 
to expand banking in the rural areas. 
It is going to have Industrial Finance 
Corporations.  So, both types of capi
tal—̂finance capital or equity capital, 
and working capital are being orovid- 
ed by Government in its own struc
ture.  So,  it  is  an  attempt  by 
the  Government  to  provide  capital 
structure  and  it  is  in  relation to 
that  that  I  say  that  the  Gov 
errynent have  taken the right  step.
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Now, the Government  should  take 
courage in both their hands and begin 
to liquidate  the concerns.  In  the 
proportion in which the  managing 
agency ceases to be capital-financing 
structure, the managing agency has 
to be liquidated.  Also, the Govern
ment should take steps, in order to 
provide  this new  structure, in  the 
direction of capital formation.

found out, it is not  possible to stop 
this managing agency system imme- 
. diately.  But unfortunately, the Fin
ance Minister, in reply to the debate 
in the consideration stage, expressed 
certain views which go to show that 
the Government are still vacillating 
and are willing to give the business 
people a chance in what they say the 
“mended” managing agency system.

I am sorry I have taken more time, 
but I was just pointing out this capital 
structure.  The  question  of  capital 
structure has already been met, and if 
not today, at least within the next five 
years, all the State Finance Corpora
tions will be well off and will be fin
ancing vtell, and so will be the Cen
tral Finance Corporation.

With regard to managerial ability, 
my  friends  have  admitted  that 
managers will not run away.  They 
will live  here, and  therefore,  the 
ability will be there at the disposal 
of  the  country.  Therefore,  from 
both  these points of  view,—capital 
structure  as  well  as  managerial 
ability,—the abolition  of  managing 
agency is not in danger.  Therefore, I 
himibly beg to submit that Govern
ment should apply its mind strongly 
and make it beyond doubt that it will 
take steps with regard tn  abolition 
and not mere reform.

Shri K. K. Basu: We are discussing 
the most vital part of the Companies 
Bill.  During most of these discus
sions that have taken place at the 
consideration stage, we dealt at length 
with the managing agency  system. 
Unfortunately, this morning, when the 
Finance Minister replied to Shri Asoka 
Mehta in the course of the discussion, 
I found that the Government attitude 
was rather halting.  I fully  agree 
with my friend  Shri K. P. Tripathi 
who has just now spoken, that so far 
as the managing agency  system is 
concerned,  Government  and Parlia
ment are more or less committed to 
this position that it must come to an 
end sooner or later.  But Government 
feels  that at  the present  moment, 
according to its imderstanding of the 
economic life, unless an alternative is

Here, with your permission, I may 
refer to what the Finance  Minister 
said on the 19th August last in reply 
to the general discussion.  He has 
said: •

“We shall look to their records.
We shall see how  the economic 
power is being concentrated.  If 
we find that a particular manag
ing agent  has in spite of  this 
Sword of Damocles hanging above 
him gone on acquiring economic 
influence to  the common  detri
ment, then it would be open to us 
and to the  Government  to say 
that we do not think it is in the 
interests of the country to conti
nue the managing agency. He has 
-no appeal against it; that decision 
is final.”

I am referring to this because the 
Finance Minister seemed to say this 
morning that he did not  mean this 
and that he only meant that  after 
1960, in some industries, the Govern
ment might  declare by  notification 
that there should  be no  managing 
agency system. This is a very import
ant point, because it is not a question 
of giving the managing agents another 
chance for  the next three  or four 
years to prove the bona fides of their 
case and  the justification  for their 
continuance  in  our economic  life. 
This was discussed when the matter 
was referred to the Joint Committee 
and rightly  or wrongly, they  have 
come  to  the  conclusion  that  the 
managing agency system might have 
to be ended sooner or later, and for 
that, they have fixed a date by which 
the Government  should come to  a 
definite conclusion as to which of the 
managing agents should be put an end 

to.
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The most important points that have 
been raised in support of the manag
ing agents are two.  It is said that 
they are in a position to mobilise the 
capital which  is necessary  for the 
development  of industries  in  our 
country and secondly, it is told that 
they have the necessary skill.  So far 
as development of industries  in our 
country  is concerned, if my  friend 
Mr. Somani—̂he is not here  at the 
moment—studies to some extent, the 
facts and figures  which have  been 
.circulated by Grovemment, he will see 
that except in one or two cases, most 
of the managing agents have establish
ed themselves in the  miscellaneous 
and not in the vital sectors. As far as 
cotton mills are concerned, they have 
been in Indian hands  already  for 
nearly a century.  Regarding jute, it 
was not a question of establishing any 
new jute mill; it was merely a ques
tion of changing hands from British to 
Indian hands.  These jute goods were 
sold at a fabulous price and they made 
enormous money during the last war. 
Therefore, there is no point in say
ing that these managing agents have 
been responsible for the development 
of industries even during the last 10 
or 15 years.  So far as the  British 
managing agencies are concerned, I 
do not know their history.  But we 
are all aware imder what particular 
economic  set-up and  under  what 
particular conditions those managing 
agency houses came to be established 
and how they exploited both men and 
money of our country.

Shri Veeraswamy: (Mayuram—̂Re
served—Sch. Castes): May I point out, 
-Madam, that there is no quorum in the 
House?

Mr. Chairman:  The bell is being
nmg.  Now there is quorum.  The 
hon.  Member,  Shri  Basu,  may 
continue.

*
Shri K. K. Basu: In this half deplet

ed House, without a quorum, when 
even the Minister has to attend to 
some other work, this important Bill 
is being considered.

I was  discussing the  proposition 
that big business is trying to  make 
that they have been supplying ithe 
capital for a long time.  The figures 
that have been supplied to us show 
that only about Rs. 7 crores of loan 
have been guaranteed by the manag
ing agents. My hon. friend Shri G. D. 
Somani said that so far as some parti
cular industry  is concerned  in the 
western part of India a sum of Rs. i6 
crores has  been guaranteed  and at 
least Rs. 50 crores may have been 
guaranteed.  As far as I remember, I 
am sure my other friends will bear 
me out, in the Joint Committee, this 
same question was put to one of the 
very important witnesses, who repre
sents big business, and he said, I can
not definitely say what the percentage 
is, it may be 3 or 4 or a few crores of 
rupees.  In any case, it has not been 
definitely said by big  business that 
they have been able to guarantee loans 
of this proportion or this amount.  In 
the Bhabha Committee  report  they 
have only referred  to a  statement 
made by the biggest Indian managing 
agency House, the Tatas, who said, we 
have been able to stand guarantee for 
so much and we think other managing 
agency houses also have  made the 
same guarantee.  I  personally  feel 
that guarantees are necessary because 
of the  behaviour  of the  managing 
agents.  They have not come forward 
to say to what extent the managing 
agency firm has taken the money of 
one of the concerns under them to 
get the shares of another  concern, 
when the concern from which  the 
money was  taken had already  big 
debentures  standing  to their  debit. 
Without paying off the  debentures, 
they have tried to utilise that money 
and get control of another  concern. 
This is the way in which money has 
been supplied.  They have  utilised 
the fimds of the companies that they 
have been managing to advance loans 
to their associates or some of their 
favourites.  We are told that in one 
industry  Rs. 16 crores  have  been 
guaranteed on their own  statement. 
That also  we do not  know.  Even 
conceding that for one moment, that
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in one industry Rs. 7 crores or more 
have been guaranteed, it is seen that 
the banks have advanced nearly Rs. 59 
or 60 crores.  There is no point in 
saying that the managing  agencies 
have been able  to find money  to a 
large extent so far as debentures or 
any other lo£in capital necessary for 
the development  of the industry  is 
concerned.  Therefore, I would urge 
that this proposition  that managing 
agencies are absolutely  essential to 
mobilise capital is without  founda
tion.

My hon. friend Shri K. P. Tripathi 
has said today,—we have  seen the 
case of the two main industries jute 
and cotton—that the tea industry is to 
some extent  coming  into  Indian 
hands.  In the tea industry which was 
dominated by the foreigners, Indian 
people are  penetrating.  Whenever 
there is a crisis, they do not have the 
money.  Grovernment have to come 
forward to give money for rationalisa
tion, to give money to tide over  a 
crisis. They cannot say that they have 
been able to mobilise money.  I have 
taken the figures from a recent publi
cation of the Reserve Bank regarding 
the investments of banks.  In the case 
of the Scheduled banks, they say, of. 
the total investments, nearly 83 per 
cent, are invested either in commercial 
or industrial  imdertakings.  In  the 
case of the non-scheduled banks, it is 
60 per cent.  Therefore, today,—̂it is 
true it was not the case 25 years ago 
or even before the war—to a large 
extent these banks have grown in our 
coimtry and their deposits are flowing 
into the  commercial and  industrial 
field.  We have been told by these 
people that unless their guarantees are 
there, unless their personal credit is 
utilised, money cannot be available. I 
do not understand this.  Possibly this 
is the same as the logic that was used 
by tĥ zamindars when the  zamins 
were taken over that if the zamindari 
is abolished, the whole economy  of 
rural life will collapse.  Any vested 
interests,  when they are  attacked 
come forward with the  same argu
ments.  Today, they cannot come for
ward and say that  without  them, 
money cannot be mobilised.  There

are banks,—in many cases the banks 
themselves are  connected with the 
concerns—and the deposits are being 
utilised for the development of indus
try.  I personally  think that gua
rantees are necessary to guard against 
the misbehaviour  of  the managing 
agents.  We know  in a number  of 
cases how managing agents have been 
running  particular  concerns.  The 
banks may  advance money,  either 
secured or unsecured.  Na1;urally they 
do not every time check up and find 
out how  the  company is  managed. 
Unless the  personal  guarantee  is 
taken, it is quite possible that when 
the banks try to foreclose the loan, 
they  will find  that the  managing 
agents have swindled the whole thing 
and there is no asset left for the bank 
to realise.  Therefore,  it  is  often 
necessary to keep the security  and 
guarantee of the managing agents.

As I said earlier, in every develop
ment project now the Industrial Fin
ance Corporation or the other cor
poration floated in co-operation with 
the  International  Monetary  Fund 
advances  loans,'  All  these  are 
guaranteed  by  the  Government. 
Therefore, there is no point in saying 
that for the future  industrialisation 
of the country the money necessary 
has to be mobilised by the managing 
agents.  Today, to some extent, as a 
result of planning money is available 
with the common  man, and it will 
grow.  The  national  income  will 
increase. There is likelihood of invest
ment  being  made  by the  com
mon  man  in  industrial  develop
ment, because  the tendency  of the 
people to shift from  investment in 
land or other real property is being 
observed  to some extent  in  many 
areas.  Therefore the argument that 
managing  agents have to  mobilise 
money for investment is not correct

As against this.  I do not go  into 
the question of profits.  It has been 
said that out of the distributed profit 
they get more than 50 per cent., of 
the earned profit 14 to 15 per cent. 
The Finance Minister says 12 per cent 
I do not want to go into its merits. 
But I am only  giving you  certain
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figures.  I have taken some specimen 
managing agency firms.  The Finance 
Minister always thinks in terms of 
the capital-at-charge, i.e.,  including 
reserves, and not the paid-up capital 
alone.  I do not agree that they use 
the reserves,  but even adding  that 
together, I have tried  to work  out 
some figures, to show what enormous 
profits these  managing  agents  by 
themselves have made on the invest
ment in the managing agency firm.
Balmer  Lawrie  & Co., which  you 
must be knowing, with a total invest
ment of Rs. 80 lakhs  have made  a 
profit of Rs. 11 lakhs in 1950.  In 1951 
they have made more than Rs. 22 on 
an investment of Rs. 90 lakhs.  In
1952 it was reduced to about Rs. 14 
lakhs  on an  investment  of Rs. 96 
lakhs.  Binny & Co., on an invest
ment of Rs. 26 lakhs in 1950  made 
nearly Rs. 12̂ lakhs.  In 1951 on the 
same investment they made Rs. 16 
lakhs.  In 1952 on an investment of 
Rs. 76 lakhs, they made nearly Rs. 11 
lakhs.  Brady & Co., on an investment 
of Rs. 55 lakhs in 1950 made a profit 
of Rs. 11 lakhs.  In 1951 on an invest
ment of Rs. 57 lakhs, they made a 
profit of Rs. 12 lakhs.  In 1952 on an 
investment of Rs. 59 lakhs, they made 
over  Rs. 12  lakhs.  Then  I  have 
figures  about  Gillanders,  similarly.
On an investment of Rs. 1 crore, they 
made more than Rs. 32 lakhs in 1952.
I have figures for Parry & Co., who 
on the  investment of Rs. 82  lakhs 
made in one year Rs. 28 lakhs, and in

*  another year Rs. 21 lakhs. And I have 
figures for a company which is sup
posed to be small.  A. V. Thomas &
Co., managing agents of the South, on 
an investment  of Rs. 7 lakhs  made 
more than Rs. 2  lakhs in the  year 
1951  and  in  1952  they  made 
Rs. 1,75,000.  Therefore, if you look at 
the total profit derived by the manag
ing agents from their investment on 
the paid-up capital and reserve of the 
body corporate, it is out of all propor
tion to the service rendered.  I have 
so many figures, but I do not want to 
go into them because my time is short, 
but there is no point in saying that 
the managing agency firms would be 
able to mobilise capital.
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Then, the question  of talent  has 
been discussed.  We know fully well 
that in the managing agency firms the 
directors are such that I do not know 
how they call  -themselves  talented 
persons.  In Bengal there was a very 
big zamindar who is now going to lose 
his property, a big Maharaja.  He is a 
director of 25 firms.  I do not know 
what special business ability he has 
got.  Another  person  who  retired 
from the Indian Civil Service as an 
official and who was for a few months 
a member of the Executive Commit
tee, is also a director of about 16 or
17  firms  connected  with  British 
managing agency firms.  There was 
another man who was a Minister in 
Bengal for some time, and who was a 
lawyer without any  practice.  Now, 
he is director of 25 companies.  If this 
is the tŝpe of directors that we have, 
I do not know what my hon. friend 
the Finance Minister means by ‘skill’. 
Apart from the six or seven managing 
agency houses or families, which my 
hon. friend  the  Finance  Minister 
thinks are the repository  of all the 
financial and industrial  skill of our 
country, I do  not know how  these 
people came to acquire that skill. We 
know fully well that every managing 
agency firm have their own account
ant. if they rim the concern properly; 
and they have their own  engineers 
and other experts who  know the 
technical  side of things.  It is only 
because of the money that they have 
earned, whether by foul or fair means, 
that they could purchase  new con
cerns or have control in the managing 
agency firm.  So, the question of skill 
which has been sought to be posed in 
this House  in  favour of  managing 
agency firms is without any founda
tion.

Names are not to be quoted here, 
but I have got here with me a list of 
names culled out from the data sup
plied by  Government,  which  will 
make the whole thing appear rather 
fantastic.  If you see the  qualifica
tions of some of the directors, you will 
find that one was a lawyer without 
any practice, another had something
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to do with public life, another was a 
retired I.C.S. officer, and so on.  All 
these persons are suddenly  supposed 
to know everything when they be
come  directors,  and  they  become 
skilled men.

If my hon. friend thinks that skill 
is confined only to these six or seven 
managing agency families, then why 
should Government  go in for  any 
investment in the public sector?  Why 
should they  not have  in Sindri  a 
managing director from one of these 
managing agency families or from one 
of these  prodigal  sons or duds  or 
whoever they may be?

If Government are willing to come 
forward and say, here and now, we 
lay down  that the  director  of  a 
managing agency firm must have the 
following requisite qualifications, etc., 
then I could understand the bona fides 
of the  Finance Minister  when  he 
comes and  says,  these people  are 
skilled persons, and therefore they are 
entitled to be in the managing agency 
firms. But what is the position today? 
And what are the qualifications that 
some of these directors possess?  The 
only qualification that they possess is 
this.  If a person  has got a lot  of 
money, he is able to become a director 
in some concern, and he starts enjoy
ing the salubrious climate in  Simla 
during summer; or he goes to England 
and Europe and spends a lot of money 
. there; and all  the while, even  his 
family bills, his children’s bills, his 
motor bills, etc. are all paid by the 
managing agency firm.

Shri M. S. Gampadaswamy: Funeral 
also.

Shri K. K. Basn: If their funeral 
also takes place, then so much the 
better, but we find that they are not 
going to have it now.

If Government have so much faith 
in the skill of these managing agency 
firms, then why are they sending out 
their own men  for the steel  plant 
which they are  going to set up  in 
Rourekela or in  Madhya  Pradeah?

Why do they not go out with folded 
arms and ask one of the members of 
these six or seven families to come 
and help them?  I submit, that the 
question of skiU is absolutely fantas
tic.

Considering the whole position, Gov
ernment ought to have come forward 
saying, you managing  agents  have 
behaved in a way which is -against all 
civilised conscience, therefore, we are 
going  to do away  with you.  But 
what are they doing?  We had moved 
an amendment to the effect that tax 
evaders should be debarred.  But our 
Finance Minister says that he  does 
not understand who a tax evader is, 
and therefore, he does not accept our 
amendment.  I would like to quote 
to you what the Income-tax Investi
gation Commission has said  in thia 
regard.  I thought I could do away 
with all  quotations, but since  the 
views of the Bombay  Shareholders* 
Association has been quoted by more 
than one Member, I think I should 
quote a few lines from the Report of 
the Income-tax  Investigation Com
mission, to show what the Bombay 
Shareholders’  Association themselves 
feel about this matter.  This is what 
they have  stated in their  written 
evidence:

“(J) Managing agents of com
panies, particularly textile mills, 
have been found to have  made 
secret profits for  themselves in 
various ways,  prejudicial  alike 
to the revenue and to the share
holders.  Costs  of  production 
have  been inflated by  making 
entries  of  purchases  of  raw 
materials never made  or made 
throû a chain of intermediate 
concerns  which  were  merely 
benamidaHs  of  the  Managing 
Agents and each of which added 
to the cost by  charging  some 
profit and thereby  reduced  the 
profits  of the  main  company. 
Sales were partly suppressed and 
in aid of the suppression, the pro
duction was understated.  Store 
materials  were  exhaxisted  by 
showing excessive  ‘constmiption 
and the materials, falaely Aown
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as consumed, were either sold in 
the blackmarket, or resold to the 
company itself  at the  inflated 
prices of later years.  Materials 
never required by or used by a 
mill, such as firewood or char
coal, were nevertheless shown as 
purchased  and  consumed.  The 
wastage was inflated.

The manufactured  goods were 
ostensibly sold at the controlled 
prices, but the parties to whom 
they  were  sold  were  really 
henamidars  of  the  Managing 
Agents and they generally  had 
their place of business  in some 
Indian  State from  where  the 
goods  were  passed on  to the 
blackmarket in the  interests of 
the Managing Agents.........Last
ly false debits were made in the 
repairs  account either  of what 
was really capital expenditure or 
of sums never spent at all.”

This is what the report of an inde
pendent  commission seveals  to us. 
The  members of that  commission 
were not doctrinaire, nor were they 
connected with any political  move
ment or any political party includ
ing the Congress in their early life. 
They were all either judges, or ex
judges, or chartered accountants. And 
it is they who have given this kind 
of a report.

They come and give  this report. 
Yet the Finance Minister comes for
ward and says, *I do not know who 
has been the tax evader’.  If he is 
honest, let him come forward and 
»ay, ‘I do not want to punish them 
because I do get some benefit, some 
money from these interests’—̂I do not 
know if I can say ‘to the party funds’, 
because immediately  he might  get 
angry.

Therefore,  I  moved  a  specific 
amendment, knowing the mind of the 
Filna'nce  Minister and  the majority 
•ection of my friends opposite.  I do 
not say that all the friends opposite 
are not agreeable to the immediate 
cessation of the  managing  agency 
•ystem.  Therefore,  knowing  the

minds of many of them, I have mov
ed this amendment.  Let Government 
come and say, ‘here are certain types 
of  industries for  which  it is not 
necessary to  have  the  managing 
agencies continued’. There is no point 
in saying that in the jute industry, in 
the tea garden industry or in collie
ries, there is dearth of talent.  After 
all, who are the persons  connected 
with them?  They are either techni
cians, or accountants or other persons 
connected with the industry.  There 
is no point in saying that there is a 
dearth of  talent.  Let  Government 
come forward and say that in 1960— 
I do not mind if it is extended by 
one year, to 1961—all these industries 
will cease to have managing agents. 
Let  this time-limit  be put.  I am 
willing to concede that in  certain 
industries, for example,, the  capital 
goods industries which we want to 
develop, for which skill may not be 
available in the country,  or again, 
the heavy chemicals industry or the 
heavy electrical goods industry, some 
concession may have to be allowed, 
because the Government  may  say 
that they want to pander to the feel
ings of the big business; it is neces
sary to give some concession there 
I am willing to concede that  point; 
Government can have the power  to 
exempt certain types  of industries. 
But there is no point in saying in the 
year 1955 that the managing agents 
have still a role to play in the econo
mic set-up of India.  I do not know 
how the Government can  honestly 
make a statement of that character in 
the face of all the reports that have 
been placed before  the House,  not 
only by the expert committee presid
ed over by Shri C. H. Bhabha, but 
also by the  Investigation  Commis
sion, who have disclosed the abomin
able  manner  in which  the share
holders and the exchequer have been 
cheated by false-  accoimts.  There
fore, I would urge upon the Govern
ment  to accept  my amendment.  I 
concede that in certain cases  there 
may be a necessity to give exemption 
and say that the managing  agents 
will continue; that is in respect of
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cases which are in the national inter- 

-est.

I want to say a word regarding the 
Government  amendment which  re
lates to private firms.  I dO not know 
w’hy the Government want to whittle 
down the recommendations made by 
-the Joint Committee so far as private 
firms are concerned.  We know full 
well that even today  according to 
the statement  of the  Government 
and also according to reports given 
before  the Taxation Inquiry  Com
mission and the Company Law Com
mittee, 25 per cent, control them. If 
we find that private companies are 
behaving in this manner, it is neces
sary that Government should apply 
the restrictive provisions of the Bill 
to them, unless they think that they 
must  exempt  such  private  com- 
psinies—I have also put in an amend
ment that Government may exempt 
5uch private companies.  But prima 
jade, we have seen that many of the 
private companies have not been be
having  well.  I would  urge  upon 
Government at least to consider this 
point.  According  to  the  evidence 
tendered before the two expert com
mittees, they control a very  wide 
sector—quite a good  proportion—of 
the industries.  Therefore, these res
trictive provisions should be applied 
to them.  I hope  the  Government 
ivill not be under the illusion  that 
managing agents have still to play an 
important irole in the industrialisa
tion of the country—that, I think, is 
acceptable to most of the sections.  It 
must go and go without a final word. 
You should say you are going away 
and you behave properly during this 
period.

5 P.M.

Shri C. C. Shah:  In this long and
■controversial Bill, if there  are any 
provisions which received  the most 
anxious consideration of the  Select 
Committee, they were the provisions 
-which are now imder consideration. 
The Committee had  before  it the 
voluminous  evidence  before  the 
Bhabha Committee and the report of 
the Bhabha Committee itself.  The 
Select Committee heard the evidence 
of all interests  concerned  and for

days together considered what should 
be done about the managing agency 
system.  There were before the Joint 
Committee various proposals and the 
conclusions which the Joint Commit
tee ultimately came  to have  been 
embodied in this Bill.  What I wish 
to say is that the Joint  Committee 
has introduced important changes in 
the provisions relating  to managing 
agencies from what they were in the 
original Bill as it came before the 
House.  And, two of the most import
ant changes which the Joint Com
mittee introduced over and above the 
recommendations  of  the  Bhabha 
Committee  are  those  which  are 
embodied in clauses 323 and 325 of 
this Bill.

The debate in this House has pro
ceeded on the footing that  whether 
the  managing  agency  should  be 
abolished or whether  it should  be 
continued  permanently.  It is  my 
submission that the decisions of the 
Joint  Committee,  as embodied  in 
clauses 323 and 325 and also 329 make 
for a very realistic approach to this 
problem.  The  Select  Committee 
very carefully considered the contri
bution which the managing  agency 
system has made to the  industrial 
development  of this  coimtry.  The 
Select  Committee  also  carefully 
considered the place of private sector 
in Second Five Year Plan and the 
contribution which the private sector 
is expected to make in the further 
industrial  development  of  this 
country.  And,  having  considered 
those things the Joint Committee also 
took into consideration the risk, if 
any, which  may arise out  of the 
abolition,  either  immediate  or 
gradual,  of the  managing  agency 
system-  With all those  considera
tions in mind, the Select Committee 
came to certain definite conclusions.

Now, it is my  intention to place 
before the House the exact meaning or 
import of the provisions which are 
embodied in cla\ises 323 and 325 and 
the reasons which have led the Joint 
Committee to come to those decisions. 
The  amendment of my hon. friend 
Shri Asoka Mehta to clause 329 seeks
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to make for a definite date by which 
a ll the managing agency agreements 
will come to an end. The Joint Com
mittee did not accept that proposal to 
fix a definite date by which the man
aging agency should come to an end 
or mxist come to an end. But; instead, 
the  Select  Committee  has  given 
powers to the Government.

Those  powers are of  two  kinds. 
The powers given to the Government 
embodied in clauses 323 and 325 mean 
that the Government will abolish the 
managing agency industrywise as well 
as xmitwise.  And, it is my submission 
that the clear meaning of clauses 323 
and 325 is that while the  managing 
agency system is to be abolished, that 
abolition has to be gradual, the time 
and pace of such abolition being left 
to the Government. There is no other 
meaning which can come out of these 
two clauses 323 and 325.

Now, I will turn to clause 323. It is 
true that there can be no meanmg in 
giving this power to the Government 
for abolishing the system industrywise 
xmless the power has to be exercised. 
And, as I will presently point out, it is 
intended and expected that as regards 
certain industries that power will be 
and can  be exercised  in the  near 
future.  As regards other industries, it 
may be exercised a little later.  If I 
may draw the attention of the House 
to sub-clauŝ (2), it sayS that—̂ where 
any such  company  has a managing 
agent on the specified date after the 
Government has issued the  requisite 
notification, the term of office of the 
managing agent shall, if it does  not 
expire earlier, expire at the end of 
three years from the specified da-te or 
15th August, 1960, whichever is later. 
The date 15th  August 1̂60 is  deU- 
berately put in this clause,  expecting 
that there are  certain industries  in 
which Government can  immediately 
issue a notification which will leave 
three years’ time vmtil we reach the 
15th August 1960, by which in those 
industries there shall be no managing 
agency.  There are other industries in 
which Government can do it at a later 
*tage, and at that stage three years*

time is allowed before the notification 
becomes effective.  The considerations 
that have been advanced  were that 
for the industrial development of the 
coimtry, the managing agency system 
is necessary for promotional and fin
ancial  activities because  it is  the 
managing agents  who provide  the 
promotional, enterprising risk and the 
financial strength which an industry 
needs. The Joint Committee carefully 
took into accoimt these considerations 
and yet came to the conclusion that 
there are industries in which now and 
a little later those kinds  of promo
tional and financial activities are no 
longer required.  Therefore  Govern
ment could issue a notification abolish
ing the managing  agency system  in 
those industries.  If that were not the 
view of the Joint Committee, there is 
no meaning in embodying clause 323 
in the Bill.  It is argued that if the 
Government wanted to take such an 
action, it could have been done at any 
stage, and, clause 323 is unnecessary 
at this stage because it introduces an 
element of uncertainty.  Now it is for 
precisely an argument of that charac
ter that clause  323 is put  in  here 
because it is not as if at a later stage 
that the Government  comes to that 
conclusion;  but the  view was  that 
there are some  industries in  which 
this provision can be applied imme
diately and it is expected that Govern
ment will apply it in the near futiu*e. 
For those industries where this kind 
of notification cannot be issued, clause 
325 applies and the Grovemment will 
examine unit-wise whether in each of 
those imits,  the proposed  managing 
agent, who is to be appointed or re
appointed, answers or fulfils the condi
tions mentioned in sub-section (2). It 
is not only that the GrOvemment shaD 
accord its approval unless it is tnia* 
that and the other, but it  enjoined 
upon the Government that it shall not 
accord its approval imless the condi
tions mentioned in sub-clause (2) are 
fulfilled.  An amendment moved by 
my friend, Shri Somani, along with 
Shri Tulsidas, wants to turn this into 
a positive form that the Government 
shaU accord its approval  unless th«
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conditions such and such are not ful
filled.  The Joint Committee has deli
berately put this wording  enjoininjs 
upon the Government that it shall not 
accord its approval unlf̂s the Govern
ment is satisfied that it is in public 
interest*} to do so, that the managing 
agent is a fit and proper person and 
that the conditions are fulfilled by the 
managing  agent.  Therefore,  while 
exercising its powers under clausc 325, 
it will be the duty of the Government 
not only to satisfy itself that it is in 
publit interest but also to satisfy itself 
that  the  managing  agent  is  a 
fit  and  proper  person.  Arguments 
have  been  advanced  here  that  it 
will  be very  difficult for  Govern
ment  *to  say  that  a  particular 
individual, firm or  limited  company 
proposed is a fit and proper person or 
not. There are well known canons by 
which that kind of fitness  can  be
determined.  It is not for me to enter 
Into a detailed discussion at this stage 
on that point, but  Government  will 
lay doAvn certain well known princi
ples by which it will be guided in  the
exercise of the powers  given  to  it
under clause 325.

Then we come to  clause  329.  It
says that all managing agency agree
ments will come to an end on the 15th 
August 1960.  What is the  provision 
for?  It is for this reason that by 1980 
the Government must have an oppor
tunity to  examine  every  managing 
agency agreement in every industry, 
unit-wise and industry-wise. Therefore, 
the last two Un̂ are there: “unless 
before that date he is re-appointed for 
a further term in accordance with the 
provisions contained  in  this  Act.” 
Therefore, it is expected that two or 
three years prior to 1960, every mnnag- 
ing agent shall go before his company, 
first to seek the approval of that com
pany.  Having obtained that approval, 
he has to come to the Government to 
seek  their  approval  and  thei'efore 
before we reach  15th  August  1960, 
Government has to decide both indus
try-wise  and  unit-wise  as  to  the 
industries in which managing agencies 
will be i>ermitted and in n-)n-notifled 
industries as to the  Individuals  or

firms which will be i>ermitted to act 
as managing agents.  These provisions, 
I submit, are intended to give effect lo 
the Congress i>olicy and the Congress 
resolution which my hon. friend Shri 
Asoka Mehta read out, namely, that 
the managing agency shall be abohsh- 
ed as early as possible.  It was not the 
view of the Joint Committee that the 
managing agency  system  could  be 
abolished  forthwith  because  that 
would create a vaccum. It was neither 
the view of the Joint Committee that 
a date should be fixed  by  the  Bill 
itself because they thought that while 
the managing agency system had  to 
be abolished the time, the pace and 
the manner of its abolition must be 
left to the  Government.  To manner 
is indicated by clauses 323 and  325, 
namely,  industry-wise and  unit-wise 
and the time and pace are left to the 
Government.  But  the  intention,  I 
submit, is unmistakably clear and that 
intention is that the managing agency 
system, at a future  date—̂not  at  a 
very  distant  future  date—will  be 
aboUshed.

It is argued: if you abolish that sys
tem industrial  development  of  thê. 
country will suffer.  These consiuera- 
tions were fully before the Joint Com
mittee and they were fully aware of 
the contributions which this  system 
had made to the industrial develop
ment of the country and was expectcd 
to make in the Second Five Year Plan 
and therefore, deliberately the  date, 
15th August 1960 is put by which time 
the Second Five Year Plan  will  be 
long in fulfilment.  At the time when 
the Joint Committee gave  considera
tion to these things, apart from  the 
evidence which came before them, the 
leading managing agency houses gave 
to the members of the Joint Committee 
considerable literature to educate them 
about the benefits of that system and 
I can assure the hon. House that there 
was no provision of this Bill to which 
they gave more anxidus consideration 
than to this provision because we were 
fully alive that whUe we wanted indus
trial development of the country and 
we did not want to take any risk with 
the Second Five Year Plan which we
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had in mind, we have also certain 
social objectives to fulfil and in the 
fulfilment of these  social  objectives 
we cannot permit this system which 
has outlived its utility to continue— 
not only outlived but which is a kind 
of industrial feudalism, which cannot 
be permitted to continue any further. 
It is a definite decision that It  wHl 
come to and end.

It is asked: what will be the alter
native form of management?  It  is 
said that the man or men will be the 
same whether it is this or that system. 
1 can assure the hon. House that this 
argument was placed with full force 
before the Joint Committee by those 
who opposed these provisions whicn 
we are considering today  and  they 
gave their most anxious  tiiought to 
those arguments.  They have come to 
the conclusion that if we are to deve
lop an alternative form  of  manage
ment that alternative form of mana
gement can be developed only if we 
take steps from now on to give a kina 
of fillip to that form of management. 
It will be realised that to a managmg 
director—a  single  individual,—̂tney 
have allowed as much as five per cent 
of remuneration of the net profits or 
a company.  That is a high figure to 
be given to one individual when you 
give only ten per  cent to the whole 
company which may act as a manag
ing agent of a particular company. It 
has  deliberately  given  that  high 
remuneration  to  induce  talent to 

undertake industrial development of 
the country.  A managing director is 
permitted to manage two  companies 
and therefore, if an individual  with 
talent manages two companies he will 
get as much as ten per cent of the net 
profits which is paid to the managing 
agent himself. To a manager the Joint 
Committee has permitted 5 per cent 
under clause 386 because its concep
tion of ‘manager* is one who almost 
exercises  the  same  powers  as  a 
managing  agent  or  a  managing 
director.  It  has  been  argued 
here, and so often,  by  people  that 
the restrictions which you have put 
upon the manager are entirely uncall

ed  for.  But,  the  conception  of 
‘manager* which the Joint Committee 
has is of a totally different character 
from the ‘manager* which we loosely 
understand in ordinary parlance.  By 
‘manager’ the Joint Committee under
stands an individual who is capable 
to undertake the management of the 
whole, or substantially of the whole 
company.  In no part of the world is 
there any form of management which 
is a corporate form of management. 
In England and in the United States 
it is the managing director, the execu
tive director or the technical director 
or the manager who  manages large 
industrial concerns.  It  is  injended 
that, that kind of management should 
grow in this country; because, if out 
of a fear that we have no alternative 
form of management and that v/e will 
not be able to  grow any, we allow 
this system to remain permanent we 
may come to a stage where we may 
never be able to replace it. Therefore,, 
it is the intention to take steps from 
now  in  order  that,  gradually,, in 
course of time, we may develop the 
alternative system and we can replace 
this system.  Therefore, the provisions 
made  for  managing  director  and 
manager are of a liberal character to 
induce people to give up the manag
ing agency system and to take up the 
form of management with managing 
director or manager.

My hon. friend Shri G. D. Somani 
told us that so many restrictions have 
been put aU round  upon  managing 
agents that it will be almost impossi
ble for them to function as managing 
agents.  Well, if that is so, there Is 
nothing which prevents  them  from 
functioning as managing directors. It 
is the intention that  the  managing 
ap2ncy s3rstem dMNild be replaced by 
the alternative form of management 
and, therefore, if it is felt that the 
restrictions  upon  the  managing 
agency system are too many and which 
makes it  impossible  for  them  to 
function, in that way. of course, fhe 
alternative form of management 
provided for fully in this BUL
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Therefore, my submission is  that 
the amendment moved by Shri Asok* 
Mehta  is unnecessary.  He seeks to 
fix a date  by  which  aU  managing 
agency agreements will come to  an 
end.  The Joint Committee has taken 
this view that  we  must  gradually 
abolish the system rather than imme
diately. The problem before the Joint 
Committee was not whether to end or 
mend the managing agency  system; 
because, if you want to say that we 
want to mend it then it means that 
we want to continue it as a  perma
nent feature of the economic organi
sation of our country.  The question 
before the Joint Committee was  to 
end it, how to end it and when to end 
it.  The Jfiint Committee decided that 
it shall be ended gradually and the 
time and pace being left to the Gov
ernment.  That is all  that I wish to 
say on clauses 323 and 325 and the 
alternative form of management.

Now, argument is  advanced  that 
the present  managing  agents  will 
have no incentive left to  undertake 
industrial development of the country, 
imless you allow them to continue as 
managing agents.  That is the crux of 
the problem. They have  experience. 
They have talent.  They have finance. 
Now, are they prepared to place their 
experience, their talent and the finance 
at the service of the nation  for  a 
remuneration which we consider  to 
be adequate or do they wish to dictate 
their own terms on which they wiU 
undertake industrial development  of 
this couiitry?  That is the crux of the 
problem.  Are we to understand that 
the managing agents or the present 
managing agency houses will  under
take  industrial  development  of 
the  country  only  if  they  are 
permitted  to  function  as  manag
ing  agents  and  not  otherwise? 
Are  we  to  understand  that 
they are prepared to undertake indus
trial development of the country only 
if  they  are  given  a remuneration 
which iheT get today and not other
wise?  Well, that is the crux of the 
problem and my submission is that 
the managing agents and those who 
are today in management of compa.

nies will recognise and  realise  thi 
political and social climate  of  thi« 
country.  Others have realised it.

Mr. Chairman: Your time is up.

Shri C. C. Shah:  It  is  only  20 
minutes that I have been on my legi 
and, I think, considering the impor
tance of the subject, you will allow 
me some more time.

Bfr. Chairman: All  right;  iudf-an 
hour.

Shri C. C. Shah: Therefore,  I  do 
hope and  expect  that  the  present 
managing agency houses  who  have 
rendered such services to the country 
will continue to render their services, 
whether as managing agents  or  as 
managing directors or in any  other 
capacity.  I  have  no  such  fear. 
I have full faith  in  their  patriot
ism,  I  have  full  faith  in 
their sense of service to  the  cotm- 
try and I  do  not  expect  that  the 
Industrial development of the country 
will ruffer merely because they  are 
not permitted to function as manag
ing agents and are to function only 
in any other capacity.  But when we 
come to that problem, we  come  to 
clause 347 where we allow remunera
tion to them. What is the  incentive, 
what is the reward which they want 
for continuing the industrial develop
ment of the country?  We have per
mitted 11 per cent  under clause 197. 
The figures that were given  to  us 
went to show that, on an average, the 
managing agents today get  14  per 
cent.  It will come down to 11 per 
cent.  In some cases  it  may  come 
down to 8 per cent. In some industries, 
it is  already less than 10 per cent. 
But we do expect that 11  per  cent 
remimeration which we have allowed 
is more than adequate remuneration 
for any one to continue to give  his 
services for the  industrial  develop
ment of the country. I do not  ttiink 
that it can be  argued* by  anybody 
that the remuneration which we have 
allowed is inadequate.  If that is so, 
the same ranuneration is being per
mitted to the managing director, and 
a siniae individual as a maiMar IP
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bein£ l>ermitted half the  remunera
tion  which  is  being  permitted  to 
managing agents.  Therefore, il it is 
a question of incentive or initiative, I 
submit we  have  provided  enough 
incentive  and  initiative  for  those 
managing agency houses to continue 
to give their services which they are 
giving  today.  But  that  question, 
really speaking, arises only for  the 
top manâ g agency houses, a  few 
of them.  The majority of managing 
agents get  always  a  remimeration 
which is much less that what this Bill 
provides even  today.  Therefore,  I 
have no such fears that the remune
ration  fixed  is  small.  If  we  go 
through the statistics, we will be able 
to find that most managing agents do 
not get even the amount of Rs. 50,000 
that we have provided.  It is only a 
few managing agency houses who get 
large amounts by way of  remunera
tion, and it is not too much to expect 
of them that if there is some cut in 
the large amounts which  they  get, 
they will say that it is so large a cut 
and thus make us afraid that the cut 
is so large that there will be a retar
dation of industrial development  in 
the coimtry.

I will now say a few words about 
clause 331 which restricts the number 
of companies which a managing agent 
can manage. I agree that this clause 
is put in as an experimental measure, 
if I may say so. Our intention is that 
the concentration of economic power 
in a few hands and in a few families 
should not continue any longer.  It is 
true that the number of ten compa
nies by itself doet not mean anything 
unless we are to take the size of the 
company, its capital, and so on.  It is 
only an indication of our  intention 
that we do not desire  that  further 
concentration  of  economic  power 
should take place.  In other countries, 
concentration has taken place in spite 
of the fact that there are no manag
ing agency houses.  Other countries 
had to adopt such measures like the 
Anti-Trust Act, Sherman Act or the 
Clayton Act in order to  bredk  the

powers of huge trusti and  tycoon*. 
But here in our country, as Shri Asoka 
Mehta has rightly pointed out, while 
at the one «id there is little concen
tration, at the other end, there is a 
degree of concentration which is even 
much more than in the biggest coun

tries such as the U.S.A.  We are, by 
this clause, so to say, giving a jort of 
warning that no further  concentra

tion  should  take  place,  and  if 
there is too much at present, it should 
be shed.  I know  there are  many 
loopholes in this clause.  They  can 
be easily availed of either  by  the 
amalgamation of the industry......

Shri  Gadilingana  Gowd  (Kur- 
nool): I want to know if  the  hon. 
Member is speaking on behalf of the 
Government, as he haj been giving 
assurances to the House.

Shri C. C. Shah: I am speaking on 
behalf of myself.  I have no  preten
sions to say that I am speaking on 
behalf of the Government.

Mr. Chairman;  How  much  more 
time do you require? There are many 

other êakers.

Shri C. C. Shah:  I will take five or 
seven  more  minutes.  You  have 
allowed me half an hour and I start
ed at five o’clock.  I vrtll finish  *»t 

5-30.

Mr. Chairman: Yes.

Shri C. C. Shah: I was speaking on 
clause 331, under which we have fix
ed the limit of  companies  which  a 
managing agent can manage at 10. 
We could have as well fixed 15 or 20; 
it is by a rule of thumb that we have 
fixed that  limit.  Our  intention  is 
clear and if we find that that inten
tion is not bfeing fulfilled, we  may 
have to take other measures.  We will 
have to watch the manner in which 
this clause is being implanented.

I  only  want  to  say  one  word 
more about  clause  326  and  clause 
355.  Clause  326  exempts  private 
companies  from  the  operation 
of  sections  327  to  330  and



Companies Bill  5 SEPTEMBER 1955 Companies Bill 12360
12359

clause 355 exempts private  compa
nies from the operation ot  sections
347 to 354.  My submission is that a 
private limited  company  does  not 
require a managing agent at all.  The 
very esseice of a private limited com
pany is that a few  members  of  a 
family or a few people have gathered 
together to manage their own com
pany.  They do not need any promo
tional activity or financial activity or 
any outside talent to manage  their 
companies. My submission in the first 
instance is that clauses 326 and  355 
ought  to  be  omitted.  If,  in  the 
alternative Government desires to con

tinue them in any event, clause  32§ 
should apply to private companies, so 
that by 1960, the  managing  agency 
agreements of private companies may 
come before  the  Government  for 
consideration as to whether  in  any 
private company a managing agent is 
at all necessary.

My  second  submission  is  with 
regard to clause 325.  I know cf  a 
large number of  commercial  firms 
doing, for example, export and import 
business or trading concerns  which 
are  being  managed  by  managing 
agents.  There the intention is aot so 
much as to provide any promotional 
or financial necessity,  but  just  to 
distribute  income  as  largely  as 
possible, in order to lessen the inci
dence of tax, because the  profit  is 
divided between the managed  com
pany and the managing agency com
pany,  both  the  groups  being  the 
same, but  the  shareholders  being 
different.  I submit that there is no 
reason to continue managing agencies

(Mr.  Deputy-Speaker  in  the  CTwir]

in commercial or  trading  concerns. 
Therefore, I hope that when all the 
managing agency  agreements  come 
before the Government under clause 
2̂5 for consideration, the Government 
will take care to see that managing 
agency  agreements  are  continued 
only in industries where  they  are 
necessary and not in any other case.

^ ^

5ihrf ̂  ^

arf? ̂  ^

 ̂ ̂   ̂wdh ihrr ̂  ^

I 3PT? ^

 ̂ #0   ̂ 4 iTRT ̂   ^

 ̂I  ̂ r̂r

Vvh=5 f   ̂anPt ̂  5RT ̂

qx'ii ihir 1

 ̂ 0̂  ^

 ̂I JN»f*rc ̂    ̂ TJTpt

 ̂ ̂  adWn

 ̂̂  fW ̂ ̂   fsFT crW T̂1R[̂

vrN t vt arft  ̂ ^

 ̂   ̂  ̂ «tht '

 ̂3RPT ̂  ̂  ̂   I 

57 ̂   ̂  ̂7̂

t  appR   ̂  ̂aif? diTpft

 ̂  T̂TR" I  ̂ T̂5T
dl  H*?) ̂  ̂  I ̂  ^

 ̂̂  ̂    ̂ ^

 ̂ ôtii  ^

 ̂ I aPT?

 ̂ ̂   ̂   ̂  ^

5rhT   ̂̂»nr ̂rrtf aif? fsnr   ̂̂
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 ̂wft iNf5FT ^ ^

fm ̂ TRT #TT Sift ̂

f   3lft if t

aift ̂  ̂  ̂  11̂ , ̂

ĤKi apyiT f I ̂f̂TT 4̂* ̂ 
 ̂ ^  ̂ arf?

^ ̂    ̂

ihiT I qT5=?5 ̂  wra- ̂  ̂  ̂ 1 0̂ ̂fto

 ̂ ’̂iV   ̂  ̂̂

 ̂1   ̂ T̂T r̂r̂TT   ̂  ^

 ̂<** •3lî *T̂f ̂ < *11 "̂iQ ci  ̂̂    ̂i

ipft  I  ?3Rr̂ fin f

f iti ̂

ĴTir  ̂vill̂JII I qf̂

snr  ̂ ̂»i di**!}  ̂ T̂R" r̂rwFTT  ̂  ̂

 ̂  ̂    ̂ ̂  ̂ ^

 ̂  ̂=̂ 3rh  ctW

3lf? 414>«< qTO" ̂  ̂   ̂̂

arrr ̂  wm  ̂ ^

3rf? tW  ̂ 3̂   iPUT

 ̂̂  1 3Rn ĴhrriWsi «irî

?̂if  T= m   T̂T 3rf?  3 m   i)W5nT

li  95 < ̂ ̂  ̂  \J »̂<?)l <̂M M<?)?̂ I

r*̂ *̂  T̂fT  ̂ 3lf̂ Pn?  ̂   ̂

 ̂   ̂ f̂f  ̂ f̂to ̂0  ̂ it
 ̂ anfsjfe  ̂  ̂ t o?tt i  3ift

^̂ «T*i  3nrV̂  ̂ ̂   3if?  yFT̂  'j|

n̂n?>  ̂5T̂ 3jnft I AiiU'fH',  3rfi tiif 

iftltrq  ^ ̂ T«*> ?rf ?lf*T ̂

’̂ PT  ̂   ̂ I  3rnT(/em/  virf t̂ppt

F̂T*̂  T̂?rr it H ̂  M(t «w
îarr  =r̂ f̂rW. Mlt ̂  snrt nA

I  «!hfiJ  vgpff  i f T O

7  5rhr vinf  if ̂

^  3pf fSTVIW ?hf ̂ I   ̂̂

 ̂̂ĵT «rRIT ̂ f̂ 5*iq>l 7TT?f TfRW 

t  5(11̂  cNn  Qi X4ICII it

FTT̂ irfŝ ̂ 3fFt ̂ RT *T̂ STsRT  t

3pf̂   ̂3if?isr5̂ ^
<*3<m 3fP? 4jîT̂d  ̂̂raf ̂  5̂

 ̂ ̂  infe ̂  ̂  ̂  wtf ? I 

T̂TFT m Wfe" f I ̂  ̂  ̂  Ŵ sft TO# 
f I fW Y®r ̂  ̂   5T̂  if I  ^

?̂̂IT ̂  TO ̂  1T̂ \

•

ĉlir ̂  ifto n̂if : 3RT? 'ftiT 1̂9 
firvhiT I /

l̂yTÔTeiraT: ?rf  Mrff«i5r  3rfr 

?̂R- # ̂  ̂  ift an̂ ̂  ̂ RT   ̂I

Shri K. K. Basa:  You can appoint 
Government practitioners to get thiŝ

^ »iyn̂ !iw : Ip   ̂^

wm  ̂ ^

Pandit K. C. Sharma:  He is fear
less.

l̂snîsranBf : I?*' ̂  TIT ̂  S fi4 

>9|N<4)I  ̂ <̂̂ki  I

3FR 3rrr  wo if

if ?rf lW HTO if ̂   ift ̂  cW 3|JV 

k̂r VT̂ 4̂ 3jf? ̂nTeTT
arn7 iNfflPT IJlfef ̂  7F̂ # ?lf f̂ R̂T 

\J  îflB f*TciiTT.  0̂11 T̂sfbtTT V*iĉ*ii 

îf?  5̂  ̂I ̂  ̂  'd*i«̂>l ̂ncii ^ I

3rnr̂ ̂  ̂  f̂t̂f viff ̂ ̂ ^

I if̂ r̂nwgr̂fsp̂ *#

 ̂  TO ̂   5TifF f I ̂

TOUT ̂  T5  VTT̂T >d*i<̂  if ?ÎT

T?  V9̂ ̂  ̂  ̂  TÔT 5|Rni

 ̂ITR̂  Vlĵ \ *ffv̂



if ̂   H

arf?  ̂̂  ̂

T̂?|T2 3ff?

5fjTTT   ̂̂  I w We ̂  ?W ?1RT  ■̂

 ̂̂ <wcii

 ̂I <?> /

5c^T'dI ̂  ̂ ^

grffTi «rr I w^ ̂  ̂   3ift

=i  ̂ hmWhvt

 ̂  3rf? ^

wAi ^  «TT 1 vd  3rr??3T

 ̂  ̂   «fT   ̂   ̂   arf̂ r̂ TT̂

 ̂ f  ̂ i M

ĵjTtr,  ̂̂   n̂r4 ^

Û̂K\ STTT ̂   ̂  I srrf̂ ^

 ̂ 1̂ Ĉ ^ l/tll \d •̂i 'I*

^ ̂  =T̂ 3IPTT 

 ̂ «ft ?sp ÎRT

T? ?5Pn..........

^ ̂  4 («ft  ô  anro-

V*RT) : M«iVd«?) 5 d/trci  I

3rp?> tn̂*

Ŵ r?HT  f  I ̂'ŵt̂l̂H ^  ^

jj dHl ■'llEjfl  I  ̂»i ĥ1 tff'air  ̂ 5 Cl«1l

T̂|lf f I 3ir?J ̂   ̂  ^

 ̂rW PFTf̂

'̂ 1̂  ̂  3lfV (?'*+y  <T* < *11  ŜTTT̂

 ̂  #, w 5rf̂ 3nr te=f̂  ̂  ̂ ^

 ̂ ti»(̂ ifM 3IFP  3rf?  t<*KJ*i{!«1

3?r?>  fbrr  ̂1 3nr  anr̂

?W 4   ̂^

 ̂  3TTT ?f

/♦IIH'iK 3ITT̂ 7  ̂̂  ̂  onr 3fTFf ̂ ■̂̂

 ̂  ̂ 3?f?  anro-

2?W   ̂ ^ llf 5  ̂̂  5î

r̂?î arrm

W =T  ̂arro 4W T̂ f TO 5uff # I
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)̂T?iT  I  anr   ̂ «

fftVT̂ cPTT f5>f ?lt   ̂  ̂̂

 ̂  ̂    ̂  arMm t?̂

arf̂  ̂fcTTJ  ^

T̂W aift ̂ ̂  q̂rf̂ /<f/̂ ̂

 ̂  aif? ̂ ?5Rnft iRf f   ̂ 

5̂:̂0 ?n> 7̂  ̂I îrivTTi  tn̂cH c; 

irsrra’ ^̂Cto ̂   ̂ 4

3TTT arr̂ ̂  ̂  ̂ arf? ̂   ̂ ̂  f 

aiTir ̂    ̂I

Pandit K. C. Sharma:  This  word
“kasaikhsma” is  a  nasty  word.  It 
should be expunged.  It is a very bad 
word.

^ )l»̂<i14|>̂f14HT :  T?  'EvTT?7 WT̂ir

 ̂ ̂   fV̂sTT tfit # fiaferq ̂  ̂

 ̂ ̂  f ̂  W^ iWiH   ̂ I

Mr. Deputy-Speaker: Is it “kasai- 
khana”?

Pandit K. C. Sharma; “Kasaikhana” 
is a very bad term.

Mr. Deputy-Speaker:  As  I  have
heard, it is a slaughter-house-.

Shri  Jhimjhunws4a:  The  word
‘‘slaughter” was used here.

Mr. Deputy-Speaker:  There  is  a
mohalla in  Delhi  which  is  called 
“kasaibara”.  But if it  touches  the 
sentiment......

«ft l̂yP̂ŷirar : ̂   îftTET  ?hlT

11

Shri K. K. Basn:  Many  a  time 
either our speeches or intentions are 
being slaughtered by  somebody  or 
other here.

Mr. Deputy-Speaker; I do not think 
he has any objection to slaughtering.

 ̂  apfFIT ̂  f  I   ̂  ̂  ̂  ̂
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t,  ̂ ^   ̂̂ 0 #0

r̂R” i|*̂ ̂  5"JT̂  *1̂

 ̂  FRT̂ i  2  ̂  T?  ̂ TPR’  I  3R"

snr  ̂  ̂ chT   ̂?

3TFT

 ̂ ̂r̂i; xw if

The Central  Government shall 
not accord its approval under sub
section (1) in any case, unless it 
Is satisfied—(a)  that  it  is  not 
against  the  public  interest  to 
allow the  company  to  have  a 
managing agent.

IĴ1,W*5 IJ JvjirP̂̂ T  3TTf̂

îrhz ̂    ̂ ̂  # ? OTFT ̂  ̂

d̂diĉ ^ ^

-Xcrhz  ̂ ̂  ̂  f \  ^

 ̂ i d f ,   ^

n̂ihr  ̂vf̂ ithw

 ̂H  im iĵiWe ^

 ̂̂  TO ipî  ̂  ̂  ̂  ^

 ̂ 5T1̂ ̂ ...

3T̂  ilpfff : VTTTT  ̂

t ̂   ̂   ̂  HNN'al   ̂  ̂ TT  ̂ I

Shri Jhunjhimwala: This is what I 
would like to know.  What will you 
examine in 1960?  Will you examine 
whether a particular  agrewnent  is 
against the public  interest or not? I 
want a r̂ly from Shri C. C. Shah to 
this question.

Shri C. C. Shah:  I  have  already
spoken.  I cannot speak affaln.

Pandit  K.  C.  Shaima:
Shah will speak..

Another

Shri Jhimihimwala: It is tiiis Shah 
who has  spoken,  and  therefore,  I 
would like to have a replj from this 
gentleman.

TOW   ̂ >11̂ »f

(b) that the  managing  agent 
proposed is, in its opinion, a fit 
and proper person to be appointed 
as such, and that the conditions of 
the  managing agency  proposed 
r\re fair and reasonable.

gw  ̂   ̂̂  f....

I

(c) that  the  managing  agent
proposed has fulfilled any condi
tions which the Central Govern
ment require him to fulfil.

^  anr f ^ ^

TO ^  ̂

 ̂ î'̂rhr   ̂ iTff

I 303   ̂ ̂    ̂ ̂

 ̂  ̂ 3if?  TO ̂

 ̂ 3T5̂  ̂  ̂ m̂iTOT

 ̂ worm wr4 ̂  ̂    ̂  ̂

I anr ĤEPT̂  ̂̂   ^  ^

T̂5TT f  ̂ ̂ ̂   ̂  ̂ ^

tf̂TT t’TTT ̂  ̂ >nr  ^

 ̂ anTnr ̂  ̂   if,  ̂̂  

if inf I

 ̂ 1̂ 3ff? 3t̂iH

*hf?IT 1̂, ̂   ̂3lf? TÔ

fw w  if ̂  JTpfjfe   ̂ ̂  ^

v̂TR* ̂   5JTR> T̂TP vftsT̂Î

 ̂ I   ̂  ̂̂

im JT̂  h> r*T  ̂iNfOT 

ir>n̂  TÔ

TÔ  f̂W* m̂ T̂c!  ^

 ̂*f*iT ̂hr   ̂«nnr
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 ̂ ^    ̂   ̂

iTR ?f?f if I ̂  5mPFft

ow ?rinf ̂  3iraT=ft

 ̂  «l»T̂ ^

I *WJ ̂r*rm> ̂  ^

c3TT̂ I  ̂ ̂  3wn?r   ̂ ̂ ’tVW ̂  

 ̂f̂ îT it ̂   gilW ̂   ̂

N̂rr̂ Wrf ^

T5T ̂  ̂  ̂  ̂   ifnWe ̂r?RT 

 ̂  ̂  ̂-sif? ̂   ^  5[Ni?-

5̂ 7̂  ̂Tf̂,  ̂ 3im̂

F̂?Trr qr̂  ̂ r̂fr̂  qr̂ sitĥ

 ̂  ̂̂   cIT̂

ĥif ̂  ̂=?iT ?hTT,  ?rf ̂nn̂> ̂

3n?TT 3(f? <?)^   ̂ ^

 ̂ r*n̂  %ft #0 #6   ̂  ̂

ŵ wfh, ̂   ̂=T̂ 3TT1® I

3TT iNtor tr̂  ̂  ̂   irt anft ?r̂5

»?i*f ijife

9irnt  ^   ̂̂T5T

ynr  3̂iM»i 't̂i ?<?>*i(  ̂ ? 

3ntT=t tT'n̂ wr̂ ^  mt? an̂ ftv   ̂

 ̂̂   3RR ̂ rrfjfe

?rf T̂̂TT 51̂

I  ̂   5RTrr,  a m  ̂  ̂  WR  anî  ̂  

 ̂  ?ft ? ?rg qr̂ arm;̂

 ̂fra* if   ̂ ̂rrf%T3  I ̂  fW5Ef

3R7  ̂  ̂ifrftoT l?̂

T=!HT  «Ff5rf, irrf ̂   Ĥt4'j|

«nn ̂    ̂   ̂^

n̂+nr i  ̂?ri «n̂

fTV Jf

if ̂  3rmr ̂   ̂̂  ̂AsTr̂mnRT

3nT5f qra- ̂  r?r   ̂? jP 

W^ TTPfife ̂   ^

 ̂ f ̂  H  ̂ ̂nwT

^ if 3fft  ̂irrnn

 ̂ vnf f 3ift ftn: q?  î;rr w?

f IW if ^

an  ̂    ̂  5tW  4   ̂  ̂

cfif, Ip ti*i*̂dl  ̂ fir VFlfv 

 ̂  ̂  qr̂ anrt fiv if ?hf  ̂   ̂ 

ITW   ̂I flTT̂ T̂TT? if STpi

arr?)   ̂ ̂ if if" 'SiH'+V

aiR  ̂ W?15  ̂ "TPT̂  ̂cPC  r̂f”

w  ̂;̂rft f....

nihrv * ̂  irfi< vrhr  ^

?9WV  vTHfRi ?T̂ ̂ •

«55R<55mm : ̂  f   ̂ ̂

irVhc  ̂qra* anq>

 ̂̂  ̂  ̂  «TRTr ̂  ̂f? anrA

m  ̂  im f \  ̂ ŵ  f  ^

TjriV̂r 5̂ mf  ̂  ̂ M î̂ f   ̂ 

s3|?̂rqH  ̂  ̂  ̂  T̂RTT f  ̂^

r̂ î<iRr  f  arft ̂ Tf̂ f  15N  

 ̂ ^  ̂  iT̂JTir ̂

9»i*i ̂ N> "T̂ <̂> y ̂ ̂ I 5 ̂  5

in̂ f̂ife ift fTT ̂   r̂rcft ̂   ci?̂i

if̂ î*i N̂> •î *?> < ̂, ^

)̂Tir  »T̂ ̂   I 3TT5T ̂ ir q̂ 7

vJ6̂  ̂rit ^̂1 '3(1̂1 f

♦ii-ini  ̂  ̂ ̂ T5T f  3lff

 ̂  ̂ ̂  fV

W  #,  HFR iW ̂tTT̂

?̂<?)M if?T «?)̂ii  ̂ f ?5p ̂  d/l»̂l 3nq*̂ 

'd̂ l̂ >̂7̂  ̂ 51T ?ar5r if 3ft55R̂ 

f   ̂ ̂)TIT  T̂cIT  f aif? ̂ IRf 

 ̂'sfOT "̂ci T?T if,  ?̂T?f R̂T f  3(f?

fW ^  f f̂   ̂  ̂ ĵrqrr

f,  ̂ ̂  ̂ sRiff if fg- ̂ ̂  ̂ iw I

frnf 51̂ f I
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 ̂  ̂  3lf? Jjft

 ̂ ̂ HFrrf ̂   vsjR" ̂  I

«ft 5iSTh> jfem ̂  W   ̂  ^

3Tî f  ̂  ?n?f ^

 ̂  ̂   ̂ N̂"

on̂fîrfŴ r̂r  ̂  if Tn=̂ ̂

?T? T5T3  •qîJn ̂  vj

3zn̂?7R ̂  3T̂  ̂    ̂ ̂  ̂

 ̂ 3E5»m f  \

STiW   ̂  ̂«4I<«4IH  ̂  ̂ 1̂̂

f̂> ̂  ^  T̂R̂  ^

-3iTî I snr ̂ f  T̂PT̂ ?<*4i f̂iifi

 ̂r*r ̂  ̂    ̂̂  t^

^ if4f5PT rr̂  Ŵ   ̂ ̂  <<itA\̂

 ̂  ̂ «l*-̂  V*fl 1 ̂ff̂rsT >d tl

 ̂  ̂  wfA  ^

'Hticij’Hl  I  fV Ĥ TcTT ^

 ̂̂ qici V«?)4J   ̂̂   ĉr<̂M |ir

 ̂«iKr   ̂ I

arf? fipft  anr ̂ ̂  Tf

înr f̂r̂FT, 5irt  f̂nrr, snr? ̂inr

î *̂5 >jji4* ̂    ̂5TPT

'+’̂1 Q̂̂rr ?  ̂̂  'TTT?  chi’ ̂  ̂  <?> 5 ̂

f ̂    ̂wm ̂  f, %o vr̂o If 0

"jf ̂  iV ?ifr f I an̂   ̂  n̂  ^

'T̂  f̂T Ajq<rt ̂0 ̂0  ̂ ^

0̂ ̂0 iJ*q-d ̂  cf ̂ n H<?) ti  </ ̂

fldrr̂ ?TFf ̂  f I

Sil'jJî ̂Itr̂ ̂ ̂  ̂  ?r ̂fT?  3TT̂,

 ̂  ̂  ̂  ̂   fTR- 0̂

?5nn f ;ŵ zn̂

2̂f) ̂0 ̂0 <ri?̂ *1  3TFT

VT T̂ r̂m  ̂  ̂7  ^   fW  q5TT̂ 

Mto  ̂ 5̂  <nidl̂l ?f>T

1T  ̂̂    ̂  ̂frehBFT ?,

 ̂frewT 3ift fr̂ T̂  ̂  JF«T5T  I 

JinrT̂ ̂  ̂  ̂ am*   ̂ f I 

3T2f>R  arR  aiFU ̂  ̂   jjfsrf
whether it will amount to reduction 
of capital or redemption of capital? 

 ̂ ^ ̂Vrl  ̂5tiVci<i ̂*1  ̂̂

^  I  ̂WTji" ̂

 ̂̂   iŷ, aR- aTTT  *Tnr?f ^

 ̂   ̂tsinf? spT̂ Tf̂ I  ̂  ̂  ^  

=T̂ 7̂  ̂ 1 fir ̂ m anr

2f)T̂  f"  ̂  ̂ ^  ^

^   ̂̂  ̂  HTTH5 ̂

 ̂ anf 1 ft,  ̂ anr ̂
 ̂   ̂arnr ̂

# ̂  ̂  ̂   ^  îN  ̂lT3h=5 ^

r̂tw i/r<td?̂  ̂̂  ̂  ̂  ̂ ̂

I ̂7̂  ̂̂    ̂an̂̂TR

 ̂  ̂ 5T̂ ̂   I   ̂fW

 ̂iN̂rg ci}*il   ̂ <pmct b̂ir

 ̂ '̂I'l̂'i ?rf •*i'iî ̂ M<*̂

ûx ̂  ?TT̂ ̂ I ̂ir ̂   ̂arn̂
arrshrr ̂  ̂  ̂cnrwirVi
r̂r̂  ̂  I  wi'ir ̂  ITT ̂  ̂I'̂i iMi
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Slal Tnlsidas: Mr. Deputy-̂ aker,
I thank you very much for giving me 
time.  There are only a few minutes; 
I will have to speak again tomorrow 
because I do not think I will be able 
lo finish what I have to say today.

I have been listening quite seriously 
to the arguments  which have been 
advanced in today’s debate.  I have 

been trying sometimes to educate my- 
•self about certain things which hon. 
Members have said and I have made 
jny notes of the speeches of a number 
of hon. Members, here and there try
ing  to  understand  whether  these 
particular clauses which  have  now 
been included in this Bill have  any 
justifvation.  I do not wish to go into 
the details of most of the criticisms 
made, but one thing I would like to 
mention and that is that in no com
pany law of any country, laws of this 
nature have been  made.  I  do  not 
know what will be the interpretations 
put in the court on most of the >vords 
which have been used in the different 
clauses.  I am aware that you have 
been in this House, in  the  previous 
Parliament and in  the  Constituent 
Assembly and in the Central Assembly 
•over a number of  years  and  have 
been responsible for making iegisla- 
iions.  I am a new man in this parti
cular sphere and to my mind it really 
frightens me whether people in  the 
other parts of the world will consider 
Us very wise to make laws of  this 
nature and whether we may not be 
the laughing stock of a number  of 
-countries..........

Shri M. C. Shah:  He need not be 
afraid of it.

Shri Tulsidas: I have got to express 
my views.  He may not be afraid of 
it, but I am and I have my own res
ponsibility and, therefore. I must say 
what I feel like.  The hon. Minister is 
always very enthusiastic of  making 
-certain laws, according to his  likes, 
of this nature.  After all. the country 
is to be taken into account.

Mr. Depnty-Speaker: Does the hon. 
Member mean to say that the  coun
tries which are governed by socialis

tic pattern  or  socialistic  form  of 
societies will laugh at this or countries 
governed  by  capitalistic  form  of 
societies  The hon. M b̂er said that 
the world outside will laugh at  us. 
The world is divided into two or three 
sections outside. Which section  will 
laugh at us—the  capitalist  or  the 
totalitarian?

Shri Tiil̂das: In a communist coun
try or a totalitarian country, there is 
no  question  of  law.  The  law  is 
administered by the dictator and he 
hlmeslf interprets the law, but those 
countries which have got democratic 
principles, whether it be  socialistic 
pattern or capitalistic pattern,  will 
laugh at us,  because  there  is  no 
pattern here—I am sorry to say that.

Shri K. K. Basu: There is tension in 
the world (interruptions)

Shri Tulsidas:  That is my reading
of most of the clauses in this particu
lar group.

Before I go  further, I would like 
you to examine this.  After  all*  a 
company law is a Parliamentary sta
tute, which is not  covered  by  any 
ideologies.  The companies have to 
function in the best interests of the 
country.  Therefore, company law is a 
law in which everyone is interested, 
not merely the businessman but there 
are also  different  types  of  people 
interested in it.  There are companies 
which are floated for the purpose of 
different other works apart from busi
ness.  I do not think that the company • 
law takes into account only one aspect 
of the institutions. As I have always 
mentioned, I feel that administration 
is the most important tiling. Whatever 
law you make must be administered 
in a manner so as to  achieve  the 
purpose for which it is made, and as 
long as we are not able to administer 
it, no matter what laws  you  make, 
they are not going to solve the pro
blem. We know that this Bill is based 
on the U.K. Act—Very much more on 
the U.K. Act—except that there is no 
managing agency system  there.  In 
this country we have a different lyp<̂ 
of system.  In England in 1930-31  a
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commission was appointed  consisting 
of very influential and knowledgeable 
people who  knew  companj  law. 2 
was told that Lord Landlay was the 
Chairman of  that  Commission.  He 
had thorough knowledge and imder- 
standing of Company Law.  In 1947« 
Lord Cohen was appointed again and 
they passed their law based  on  his 
report.  But we have to have a law 
in a manner which would be  inter
preted by courts. You are a lawyer, 
Sir.  I am not a lawyer.  But a law 
should be capable of interpretation. T 
would like the hon. Finance Minister 
to tell me how the courts would inter
pret ‘fit and proper* person.  I would 
ask him to educate me at least. After 
all it has to go to courts and it ha.« 
fo be interpreted.

Mr. D̂ mty-Speoker; One can easily 
say that it should be a literate man 
or a man who knows his business. It 
is a disqualification for a man not to 
know his  business.

Shri Tulsddas:  We  have alreadv

made provisions.

Mr. Depnty-Speaker;  Persons  who 
are not so disqualified will be nega
tively treated as fit and proper per
sons.

Shri Tolsldas: We have got a clause 
In which we have prescribed qualifi
cations.  W t̂ is going to be further 
disqualification for not considering a 
person?

Mr, Depaty-Speaker:  If a man is
not convicted, he is not disqualified. 
But he may not be capable of manag
ing a company.

Sliri TulMdas: Who is to judge?

Mr. Dwty-Speaker;  In  the first 
Instance the company and its share
holders will do it and the Government 
will approve later,,on.

Shri  Tulsidas:  A  company  has
approved but the Government has a 
right to refuse because it may say that 
he is not a fit person.

Mr. Deputy-Speaker;  The Company 
will judge and the Government wlU 
also judge.

Shri Tulsidas:  I do not think se.
What I am trying to say is this.  My 
amendment is for this reason that it 
must be for the  Government  itself 
and it should be the onus of the Gov
ernment to say why a person is not 
fit or proper.  It is not for a person 
himself to say that he is a fit person. 
That is where my amendment̂comes,

Mr. Deputy-Speaker: There are two 
approaches.  The first is  this.  The 
hon. Member wants to say:  let  the
appointment of a fit and proper per
son sheeted be  announced  by  the 
company.  If the  Government fmds 
any objection  let  them veto  that
appointment.  The other thing is that 
the appointment will be subject  to 
the  approval  of  the  Government. 
Government  also  will  see  even
before  the  appointment  is  made 
or  soon  after  it  is  recommend
ed whether he is a fit  and  proper 
person.  Fit  and  proper—it  is  an 
active term: he must have some quali
ties.  Negatively, the disqualifications 
are that he ought not to be a convict 
and So on and so forth.

Shri K. K. Basu:  In the  case  of
convicts  and  insolvents, even  the
resolution appointing them may  be 
there (Interruptions).  In the  other
ease it is a positive thing; he  must 
tave certain requisite qualifications.

Mr. Depaty-Speaker: The hon. Mem
ber has evidently got much to say. He 
will continue tomorrow.

The Lok Sahha then adjourned till 
Eleven of the Cloek on Tuesday the 
6th September, 1955.




