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HOUSE OF THE PEOPLE
Thursday, 20th April, 1954

The House met at a Quarter Past

Eight of the Clock.
[MR. -SPEAKER in the Chair]
ORAL ANSWERS TO QUESTIONS

(Re: Q. No. 2118)

Mr. Speaker: The House will now take
up questions. Sardar Hukam Singh.

Sardar Hukam Singh: No, 2118, Sir.

Mr. Speaker: The hon. Minister of
Works, Housing and Supply is not here.
Is there nobody else to answer in his
place?

(At this stage, the hon. Minister of
Works, Housing and Supply entered the
House and took his seat.)

An Hon. Member: He is a little late.

The Minister of Works, Housing and
Supply (Sardar Swaran Singh): I am
sorry, Sir, I am a little late.

Mr. Speaker: I hope next time the
hon. Minister will come in time.

GOVERNMENT PURCHASE ORGANISATIONS

*2118. S8ardar Hukam Singh: Wil
the Minister of Works, Housing and
Supply be pleased to state:

(a) the total value of purchages
made by the purchase organisations
in India during the year 1853; and
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(b) what purchases were made
through (i) D.G.I.S.D. London and
(ii) IS.M. Washington during the
same period?

The Minister of Works, Housing and
Supply (Sardar Swaran Singh): (a) The
total purchases made in India during
1953 through Directorate Genera] of
Supplies and Disposals were valued at
Rs. 72,27 crores.

(b) (i) Rupees 19.23 crores;
(ii) Rupees 25'54 crores.

Sardar Hukam Singh: Do these pur-
chases include those made for the
States?

Sardar Swaran Singh: Yes, Sir. They
include all the purchases made through

these agencies.

Sardar Hukam Singh: What is the
amount responsible for food purchases
in this amount?

Sardar Swaran Singh: Rs. 18 crores,
through 1.S.M. Washington.

Sardar Hukam Singh: May I know
whether the cotton textiles are purchas-
ed by the Textile Commissioner, Bom-
b;y or are taken over by this organisa-
tion?

Sardar Swaran Singh: These pur-
chases have also now been taken over
by the Directorate-General of Supplies

and Disposals.

Shri Ramachandrs Reddi; May I know
whether Defence equipment is included
in these?

Sardar Swaran Singh: Yes, Sir.
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Shri Barman: What is the total pur-
chase from Europe and from America
and what is the proportion of each to
purchases by D.G.I.S.D. and 1.8.M.?

Sardar Swaran Singh: I have not got
the flgures with regard to each item but
the purchases through the I.8.D.
generally represent the purchases from
Europe whereas the purchases through
the 1.S.M. Washington represent the
purchases from America. There might
be a few odd cases which might be
overlapping.

INTER-STATE MOVEMENT OF COMMODITIES

*2119. Shri S. N. Das: Will the Mi-
nister of Commerce and Industry be
pleased ‘to lay on the Table of the
House a statement showing the res-
trictions in force at present in
various States on inter-State Move-

ment of commodities other than
foodgrains?

The Minister of Commerce (Shri
Karmarkar): A statement is laid on the
Table of the House. [See Appendix IX,
annexure No. 11.]

Shri 8. N. Das: May I know whether
the restrictions that are prevalent now
in the various States were existing be-

fore or whether any gf thcm were im-
posed during 19537

Shri Karmarkar: I think most of them
are existing from before.

Shri 8. N. Das: May I know whether
the various State Governments have
indicated to the Central Government
the necessity and desirability of dis-
continuing these restrictions?

Shrl Karmarkar: Yes. Sir: we have
been reconsidering the position off and
on and we are in constant consultation
with the States. In fact many of the
State Governments have removed many
of the inter-State restrictions and the

ones that remain are constantly ‘review-
ed.

Shri 8. N. Das: May I know whether
the Commedity Controls Committee,
that was set up and that has perhaps
reporied, considered all these restric-
tions in the various States and if so
what is the recommendation of that
Committee?
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Shri Karmarkar: I cannot say off
hand. I presume the Commodity
Controls Committee did go into this.

Shri Amjad Ali: Arising out of it,
may I know whether the present set of
sales-tax laws also are restrictions with-
in the meaning of the inter-State move-
ment of commodities?

Shri Karmarkar: I cannot say off hand
but we think that our discussion in res-
pect of this restriction does not extend
to Sales-tax.

TRADING OPERATIONS IN KHADI

*2120. Shri B, K. Das; Will the
Minisier of Commerce and Industry
be pleased to state:

(a) the details of the trading opera-
tions that are being carried on by the
All-Tundia Khadi and Village Indus-
tries Board; and

(b) what advantages have been
gained by the Khadi producing and
marketing centres through these ope-
rations?

The Minister of Commerce (Shri
Karmarkar): (a) and (b). A statement
is laid on the Table of the House. [See
Appendix IX, annexure No. 12.]

Shri B. K. Das: May I know whether
these amounts given to these institutions
are on a loan basis or on parily lean
and partly grant basis?

Shri Karmarkar: I think—I am sub-
jeot Ly correction—we place the entire
Rs. G3-Jakhs at the disposal of the All
Indin Khadi and Village Industries
Board. From the nature of the ad-
vances, it seems that some of them are
grants and some of them may be
loans. Besides, there have been advances
for Khadi centres and it seems to be
grants for starting them.

Shri B. K, Das; May I have an idea
on what conditions 1ihese loans have
been given? What is the rate of
interest?

Shri Karmarkar: I have not any
information on that point.

Shri B. K. Das: May I know whether
any facility is given for stocking cotton
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by this Khadi and Village Industries
Board?

Shri Karmarkar: They are given
principally by way of advances. For
instance for the Andhra area, an ad-
vance for cotton stock to the tune of
Rs. 4,35,000 was given. I am gstating
-only one example.

Shri Heda: Can I get some idea of
how much amount is spent over the
.already existing centres for the pro-
duction of Khadi and how much
amount is spent over newly starting
centres where unemployment is acute?

Shri Karmarkar: I have no informa-
tion regarding the new centres which
are to be started but the list I have
got with me refers only to the centres
that exist.

ELecTricaL EQuiPMENTs FACTORY

*2121. Pandit D. N. Tiwary: Will the
Minister of Production be pleased to
state:

(a) whether Government have re-
ceived the report of the experts of
foreign firms in connection with the
establishment of a factory for the
manufacture of Heavy Electrical
equipments; and

(b) if so, its main recommenda-
tions?

The Parllamentary Secretary to the
Minister of Production (Shri R. G.
Dubey): (a) Two firms namely Slemens
of Germany and the Associated Electri-
cal Industries of the United Kingdom,
have submitted preliminary project re-
ports, An offer for technical and fin-
.ancial co-operation has been received
from Ansaldo-San Giorgio—an Itali-
an firm.

(b) The two reports make proposals
in broad outline for the setting up of
a State Unit for heavy electrical equip-
ment, each firm on its own basis. It
is not in the public interest to disclase
the recommendations at this stage be-
cause these are still under discussion.

Pandit D. N. Tiwary: May I know
where these are going to be establish-
<d?

29 APRIL 1854

Oral Answers 2394

Shri R. G. Dubey: The whole matter
is in the stage of negotiations and any
disclosure at this stage will adversely
affect the interests of the Government.

Shri L. N. Mishra: May I know how
these industries are to be financed—
whether by the public sector or by the
private sector?

Shri R. G. Dubey: This is going to be
in the public sector because it will be
a State undertaking., But I want to
say that the foreign firms also are
expected to be our financial partners
in this scheme.

DEVELOPMENT COMMITTEE FOR INDUSTRIES
*2122. Th. Lakshman Singh
Charak: Will the Minister of Com-
merce and Industry be pleased to
state:

(a) whether the Development Com-
mittee for Indusiries has submitted
any plans to Government for secur-
ing full production in the existing in-
dustries; and

(b) whether the plan as such hG;;
been accepted by Government?

The Minister of Commerce (Shri
Karmarkar): (a) and (b). The Develop-
ment Committee for Industries, which
was set up in December, 1951 with the
Mini-ter in charge of the late Ministry
of Industry and Supply, became de-
funct after the constitution of the Cen-
tral Advisory Council of Industries
under the Industries (Development and
Regulation) Act in May 1952. The De-
velopment Committee did not submit
any plans to Government, but made
certain suggestions, e.g., for conduct-
ing productivily studies in certain in-
dustries, etc. These suggestions have
been considered by Government and
necessary action, wherever called for, is
being taken,

COMPENSATION TO DISPLACED PERSONS

#2123, Shri Bibhuti Mishra: Will
the Minister of Rehabilitation be
pleased to state:

(a) whether any compensation has
been given to displaced persons liv-
Ing in Bibar State; and

(b) if so, the amount given up to
31st December, 19537
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The Deputy Minister of Rehabilita-
tion (Shri J. K. Bhonsle): (a) Not yet.

(b) Does not arise.
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STALIN PEACE PRIZE

*2124. Shri D. C. Sharma: Will the
Prime Minister be pleased to state:

(a) whether it is a fact that a
Stalin Peace Prize was awarded to
Major General S. S. Sokhey recently;
and

(b) if so, whether our Government
was sounded before making the
award?

The Deputy Minister of External
Affairs (Shri Anil K. Chanda): (a) Yes.

(b) No.

Shri D. C. Sharma: May I know if
there is any Iinternational convention
which governs the receipt of such
prizes on the part of a non-national of
# country?

Shri Anil K, Chanda: I am not aware
of any such international convention,

Shri C. R. Narasimhan: May 1
know......

Mr, Speaker: Order, order. Give him
a chance to put his supplementaries.

Bhri D. C. Bharma: How many per-
sons in India have been awarded the
Stalin Peace Prize till now, and what
is the value of each prize in terms of
Indian rupees?
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Shri Anil K. Chanda: The value >f
the Stalin Peace Prize is 100,000
roubles; translated into Indian money
it is Rs. 1,19,000. In 1952 Dr. Saif-ud-
din Kitchlew was awarded the prize,
and in 1953 Dr. S. S. Sokhey.

Shri C. D. Pande: Is Government
aware that the acceptance of such
awards by our nationals impairs our
foreign policy of non-alignment and
accentuates tension in the world?

Shri Anil K. Chanda; We have not
yet thought like that, Sir.

Shri C. R. Narasimhan: Are Indian
citizens free under the Constitution to
accept honours and honoraria from
foreign States?

Shri Anil K. Chanda: Under article
18 of the Constitution our citizens are
precluded from accepting any titles
from a foreign country. Government
servants cannot accept any presents
and awards from foreign countries
without the permission of the Presi-
dent.

WoRKERS IN RIVER VALLEY PROJECTS

#2125. Dr. Ram Subhag Singh: Will
the Minister of Irrigation and Power
be pleased to state the number of
workers employed in (i) the Damo-
dar Valley Corporation, and (iil) Hira-
kud Project?

The Deputy Minister of Irrigation
and Power (Shri Haf#al): Workers
employed by D.V.C. and Hirakud Pro-
ject authorities are 16041 and 7742
respectively.

Dr. Ram Subhag Singh: May I know
whether the numbers given by the hon.
Deputy Minister represent only the
permanent employees or whether they
include the temporary employees alsc?

Shri Hathi: They include the work-
charged labour, that is temporary
employees, also.

Dr. Ram Subhag Singh: May I know
whether the pay scales of workers im
these two projects are the same?

Shri Hathi: They are not the same.

Dr. Ram Subhagy Singh: What is the
basic difference?



2397 Oral Answers

Shri Hathi: At Hirakud they are paid
Rs. 1-8-0 per day; per month it is Rs, 40.
In D.V.C. they are paid Rs. 45. Between
skilled and unskilled labour there is
a difference. From a minimum of Rs. 60
it goes up to Rs. 500 per month for
skilled labour in D.V.C. And at Hirakud
the minimum for skilled labour is
Rs. 48 and it goes up to Rs. 300 to 500,

Mr. Speaker: I will go to the next
question. He is going into minute
details.

IMPORT OF Chanks

*2126. Shri 8. C. Samanta: Will the
Minister of Commerce and Industry
be pleased to state:

(a) whether there is a ban on the
import of Chanks from Ceylon;

(b) if so, the reasons therefor;

(c) whether it is a fact that the
West Bengal Government have asked
for the removal of the ban;

(d) if so, when and on what
grounds; and

(e) the decision of Government on
the matter?

The Minister of Commerce (Shri
Karmarkar): (a) Yes, Sir.

(b) Since our requirements can be
adequately met from our own produc-
tion, there is no need for importing
Chanks from outside.

(¢) Yes, Sir.

(d) In October 1953, the West Ben-
gal Government asked for lifting of
ithe ban on the ground that the prices
of Madras Chanks were high.

(e) The Madras Government have
been requested to ensure that the prices
of Madras Chanks are kept within the
reach of the artisans in West Bengal.

Shri S. C. Samanta: Is it not a fact
that the shakharis of West Bengal
reached a very distressing condition for
want of conch shells for their work?

Shri Karmarkar: The West Bengal
Government did bring it to our notice
that certaln industries were using
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these chanks on a large scale and urg-
ed their import from outside, saying
that Madras chanks cost a little higher.
But in view of the fact that the Indi-
genous interests in Madras would sufler
we did not think it proper to release
imports of chanks from Ceylon.

Shri S. C. Samanta: What was the
reason—was there short supply from
Madras, or was there some other
reason?

Shri Karmarkar: The complaint was
that the prices were high, and we have
represented to the Madras Government
the desirability of reducing the prices.

Shri S. C. Samanta: Is it not a fact
that the West Bengal Government have
requested the Central Government to
do away with the middle-men who deal
with conch shell and allow the West
Bengal Government to import direct?

Shri Karmarkar: I have no informa-
tion on that.

Shrimati Renu Chakravartty: What is
the difference in price between the
chanks of Ceylon and those of Madras?

Shri Karmarkar: The difference in
price should be appreciable from the
fact that the West Bengal Government
represented to us, but I could not say
definitely.

Shri A. P. Sinha:
chanks?

Shri Karmarkar: It is shankhs
(wfer) in Hindi, chanks in English.

Is it shankhs or

Mica INDUSTRY

*2127. Shri Nageshwar Prasad
Sinha: Will the Minister of Com-
merce and Industry. be pleased to
refer to the answer to part (f) of un-
starred question No. 281 on the 14th
August, 1953 and state what are the
specific facilities that have been given
in 1952 and 1953 to the Mica Indus-
try? '

The Minister of Commerce (Shri
Karmarkar): Since the industry at
present depends mainly on export de-
mand, help was given to the industry
in 1952 and 1953 by including mica in
trade agreements concluded with
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Czechoslovakia, Federal Republic of
Germany, Italy, Poland and Yugoslavia
for export from India. A Mica Research
Organisation was also set up in 1952
to study the character of mica deposits,
properties of mica, mining methods,
utilization of scrap mica, manufacture
of micanite etc. Assistance in the
matter of allocation of conirolled com-
modities like steel and cément as well
as in the purchase of mining and other
equipnent was also given.

Shri Nageshwar Prasad Sinha: May
I know whether the industry considers
that standardisation of mica will be
one of the best facilities that the Gov-
ernment could give, and whether the
indusiry has made representations in
the past that the Indian Standards
Institute may take up the work of
standardisation of mica and help them
in competing in exports?

Shri Karmarkar: Yes, Sir, standardi-
sation is considered as one of the means
for putting up our exports, and recent-
ly there have heen efforts at standardi-
sation by the Indian Standards Institu-
tion. This also is the subject-matter
of an enquiry on an international scale,
and we are hoping that early decisions
may be reached in the matter.

Bhri Nageshwar Prasad Sinha; May
I know whether rules under the Indian
Standardisation Act have by now been
framad by the Government or not?

Shri Karmarkar: No, Sir. The
standard itself is being scrutinised.

Shrimati Renu Chakravartty: May I
know what percentage of this mica in-
austry is controlled by foreign capital
and what percentage by our own?

Shri Karmarkar: I have no informa-
tion regarding the participation by
foreign capital. But one of the com-
plaints was that it is a subject of mono-
poly in the exporting interests.

Shri G. P. Sinha: May I know what
amount of mica is consumed for domes-
tic purposes?

Shri Karmarkar: Almost nil.
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Shri Ramachandra Reddi: May 1
know to what extent the release of
government stocks in U.S.A. and U.K.
has affected the export trade v of
India?

Shri Karmarkar: As regards our eXx-
port trade, apart from a certain up-
surge in 1952, the general exports
quantitatively have not been much
aflected.

DisrLACED PERsONS IN ORIssA

#2128, Dr. Natabar Pandey: Will
the Minister of Rehabilitation be
pleased fo state:

(a) the number of displaced
persons who have been settled in
Orissa; and

(b) how much
allotted to them?

The Deputy Minister of Rehabilita-
tion (Shri J. K. Bhonsle): (a) and (b).
The information is being collected and
will be placed on the Table of the House
in due course.

Dr. Natabar Pandey: Are Govern-
ment aware that almost all the houses
that have been given to the displaced
persons are damaged and in a rotten
condition, and do Government propose
to take steps to repair them?

land has been

Shri J. K. Bhonsle: That information
is not available,

Mr. Speaker: He is collecting the in-
formation.

Shrimati Renu Chakravartty: May 1
know the number of agriculturists settl-
ed in QOrissa and the number of urban
population settled?

Shri J. K. Bhonsle: I cannot give the
information off-hand.

Mr. Speaker: There is no use putting
questions. He is collecting the infor-
mation.

Mysore COTTAGE INDUSTRIES

*2130, Sarl N. Rachiah: Will the
Minister of Commerce and Industry
be pleased to state:

(a) the amount of money advanced
for the encouragement of cottage
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industries in Mysore State during
1952-53 and 1953-54; and

(b) how much of it was in the
form of aid and how much as loan?

The Minister of Commerce (Shri
Karmarkar): (a) and (b).

Year Grant Loan Total
Rs. Rs. Rs.
1952-53  1,2I1,2C0 I1,21,200
1953-54 8,17,559 2,87,000 1I,04,559

Shri N. Rachiah: What are the im-
portant items of cottage industry in
Mysore on which this amount has been
spent in the past two years?

Shri Karmarkar: The principal items
on which it was spent during 1952-53
were, firstly, a subsidy to Shri M.
Visveswarayya Rural Industrialisation
Scheme; secondly hand paper making;
thirdly, development of rattan industry.

Shri N. Rachiah: May I know whether
it is a fact that the Mysore Government
have sent up a scheme about cottage
indystries and have requested that the
Central Government should meet the
entire cost?

Shri Karmarkar: I should like to add
about the previous question that in
1953-54 the items on which the amount
has been spent are: leather and leather
tanning industry, scheme for utilitarian
glass manufacture, and manufacture of
simple mathematical instruments.

With regard to the present question,
recently Government have liberalised
the policy of grants to States. We are
now prepared to meet about 75 per
cent. of the non-recurring and 50 per
‘cent. of the recurring cost as against
50 per cent. of non-recurring and wnoi)
of recurring cost before. We have been
liberal in our grants to States.

CENTRAL BOARD OF IRRIGATION AND
POWER

*2132. Shri M. S. Gurupadaswamy:
Will the Minister of Irrigation and
Power be pleased t: lay on the Table
of the House a copy of the Constitu-
tion of Central Board of Irrigation
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and Power and state the contribu-
tion by the Central Government to-
wards its expenditure, year-wise,
since 19477

The Depuly Minister of Irrigation
and Power (Shri Hathi): A copy of the
constitution of the Central Board of
Irrigation and Power together wilth a
statement showing the contribution by
the Central Government towards the
Board's expenditure, year-wise, since
1947, is Jaid on the Table of the Ilouse.
[Placed in the Library. See No. S—
137/54.]

Shri M. S. Gurupadaswamy: One of
the objects of the Board is to establish
contacts with institutions and indiwi-
duals in India and abroad with a view
io exchange publications and informa-
tion. May I know whether this Board
has established contacts with any
other institutions abroad apart from
establishing contacts in India?

Shri Hathi: Yes, Sir. As will be seen,
the members on the Board are other
countries also e.g. Ceylon and Burma,
and the institutions there may be also
in contact with the Board.

Shri M. 8. Gurupadaswamy: May I
know whether the Research Committee
of the Board has been of any help to
State Governments in regard to hydro-
electric projects and such other pro-
jects undertaken by the Government,
and if so, whether the State Govern-
ments have been taking advantage of
this Research Committee?

Shri Hathi: The State Governments
have been taking interest at various
times. Seminars have been held under
the auspices of the Board, where they
discussed questions and problems.
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Shri Hathi: That question does not

arise. It is not a question of the Cen-
tral Government contributing to e

State, it is the State Government inst
gives to the Boaru. o
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The Minister of Commerce (Shri
" Karmarkar): (a) and (b). Information
required is not available.

Shni Raghunath Singh: May I know
how much saffron is imported into
India?

Shri Karmarkar; I can give only the
figures for two years:

1952-53—The
was 15,103 pounds
value Rs. 15,87,000.

1053-54 (from April 1853 to Febr-
uary 1954)—The quantity
imported was 9,485 pounds and
the value Rs. 10,42,000.

Shri Raghunath Singh: May I know
how much saffron is imported from
Spain only?

Shri Karmarkar: I should think that
the major quantity comes from Spain
because Spain is the largest saffron
producing country in the world.

qguantity imported
and the

ToBAcco IMPORT

*2135. Shri K. C. Sodhia: Will the
Minister of Commerce and Industry
be pleased to state:

(a) the wvalue of fobacco and its
products imported during 1853-54:
and

(b) what was the rate of import
duty on (i) tobacco and (ii) its pro-
ducts?

The Minister of Commerce (Shri
Earmarkar): (a) Rs. 52,31,000 (April
1953 to February 1954),
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(b) A statemrnt is laid on the Table
of the House. [.Mee Appendix IX, an-
nexure No. 13.]

Shri K. C. Sodhia: What quantity of
this imported tobacco is used for the
manufacture of cigars and cigarettes?

Shri Karmarkar: I have not got the
split-up of figures for cigars and
cigarettes with me at the moment.

Shri K. C. Sodhia: Is any rebate given
on the export of the cigarettes manu-
factured out of this tobacco?

Shri Karmarkar: I do not think so.

Shrimati Renu Chakravartty: May I
know if it is a fact that we have a large
amount of excess tobacco in our own
country, and if so, what is the reason
for allowing this import? Is it of a
special quality?

Shri Karmarkar: Actually, we import
comparatively a very very small
quantity as compared with our produc-
tion. That is necessary to help our
local industry of cigars and cigarettes
because the blend gives a better quality
cigarette—I am told—than that made
with Indian tobacco.

*2138. Shrimati Renu Chakravartty:
(a) Will the Minister of Works,
Housing and BSupply be pleased to
state whether it is a fact that re-ream-
ing staff in stajfonery office in Cal-
cutta were rendered surplus recently?

(b) Were new recruitments made
for store-packing work in the same
office?

(c) How many of the surplus- re-
reaming staff were taken on when this
new recruitment was made for store-

packers?

The Minister of Works, Housing and
Supply (Sardar Swaran Singh): (a)
Yes, Sir.

(b) Yes, Sir.

(c) Out of 3 Clerks and 12 Counters,
the 3 Clerks have been absorbed in the
Main Office and 6 Counters in the
Store-packing section.
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Shrimati Renu Chakravartty: May 1
know if it is a fact that it is the ac-
cepted principle of Government to
absorb surplus men first, and, if so,
what was the reason for not absorbing
the other six who were surplus and
making direct recruitments from out-
side?

Sardar Swaran Singh: Normally, an
effort is made to absorb the surplus
staff. In this case, I may add that the
three clerks and twelve counters who
were found to be surplus had been
temporarily recruited for a period of
only ten months, and even then we
absorbed all the three clerks and six
out of twelve counters. The six who
could not be absorbed were against
posts for which the nomination was in
the hands of the storekeepers who were
responsible for the stocks.

Shrimati Renu Chakravartty: May I
know whether it is a fact that a cook
of the Deputy Controller was one of
the nominees of the storekeepers for
direct recruitment?

Sardar Swaran Singh: I have no in-
formation about this; but, to be a
cook of the Deputy Controller is not u
disqualification.

Shri Sadhan Gupta: Then, is it a
qualification?

Mr. Speaker: Next question,

EDUCATIONAL LOANs TO DISPLACED
PERSONS

*2140. Sardar Hukam Singh: Will
the Minister of Rehabilitation be pleas-
<ed to state:

(a) the total amount of grant sanc-
tioned in the year 1953-54 by the Gov-
ernment of India to various States for
educational loans to displaced persons;

(b) the amount allotted to each
State; and

(c) whether any grants were made
to any institutions or organisations
for providing facilities for education of
the displaced students?

The Deputy Minister of Rehabilita-
tion (Shri J. K. Bhonsle):" (a) No
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separate allotments were made for edu-
cational loans for displaced students.
The cxpenditure is incurred from the
provision for urban loans.

(b) A statement giving the requisite
information is laid on the Table of the
House. [See Appendix IX, annexure
No. 14.]

(¢) Yes.

Sardar Hukam Singh: What were the
considerations that guided the Govern-
ment in making these grants and loans
to States?

Shri J. K. Bhonsle: That the institu-
tion should have a very wide claim;
they should have the majority of dis-
placed students as well as displaced
teachers, and we also take into con-
sideration the amount recommended by
the State Government. We also fix a
ceiling viz. that for colleges not more
than Rs. 1,00,000, for high schools
Rs. 50,000 and for primary schools
Rs. 15,000 shall be given.

Sardar Hukam Singh: If the number
of displaced students was one of the
factors that guided the Government in
making these grants and loans, how is
it that in the statement I find that
Uttar Pradesh has got Rs. 10,000, Rajas-
than Rs. 46,000, Bombay Rs. 34,310,
while West Bengal has-got Rs. 3,500 and
Punjab only Rs. 6,000? These two States
would be expected to have the largest
number of displaced students,

Shri J. K. Bhonsle: I think the
students in both these States are more
wiser than in other States. The Gov-
ernment introduced the loan scheme
from 1947-48 to 1948-50 and after that
a stipend scheme was introduced which
is in force. . The students were given
the option whether to accept the loans
or stipends and those who have accept-
ed the stipends do not naturally get
any loans.

Sardar Hukam Singh: May I know
whether there is any uniformity as to
the rate of interest and the terms of
refunding of loans so far as the various
States are concerned, or is it left to
the States themselves to fix any terms
that they like?
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Shri J. K. Bhonsle: No, Sir. We have
laid down the actual amount to be given
as loans. The loans are from Rs. 660-
1200 and Rs. 540-1080 according as the
student is a ‘boarder’ or a ‘day scholar’.
I may add for the information of the
hon. Member that the Educational
loans given to displaced students, whose
parents and guardians have no claims
will be written ofl,

Mr, Sepaker: The hon. Member want-
ed to know the rate of interest.

Shri J. K. Bhonsle: It is two per cent.
[In the first year it is free and there-
after it is two per cent.]
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Mr. Speaker: Order, order; Shri B. K.
Das. o

Sardar A. 8. Saigal: One question,
Sir.

Mr. Speaker: No more questions.
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Shri B. K. Das: May I know whether
any amount of loans taken by these
persons has been repaid, and if so,
how much?

Shri J. K. Bhonsle: As I said, the
loans have been turned into grants and
there is no question of return.

CHEMICAL INDUSTRIES

#2141, Shri S. N. Das: Will the
Minister of Commerce and Industry be-
pleased to state:

(a) what are the principal difficul-
ties experienced in the development of
the chemical industries in Indin; and

(b) the steps taken to remove them?

The Minister of Commerce (Shri
Karmarkar): (a) and (b). The question
does not indicate what is the 1ype of
anwer that is required. There are in
the country more than hundred units
producing chemicals of all sorts. Most
of them have some problem or other
facing them. It is difficult to classify
these difficulties or indicate the steps
taken lo ecase them. If the chemical
industries about which the hon. Mem-
ber desires to have details are specified
we can make an attempt to meet his
requirements.

Shri S. N. Das: May I know to what
extent the shortage of sulphur which is
required by a large number of chemical
industries has been removed, and if so,
the main sources from which the short-
age has been removed?

Shri Karmarkar: Difficulties in res-
pect of sulphur were there last year;
this year the position is easier. The
main sources, subject to correction, are
the USA and, secondly, to a small ex-
tent, Italy.

Shri S. N. Das: What is the progress
made in producing sulphur in our owm
country from gypsum and other things?

Shri Karmarkar: I should say......

MF. Speaker: This question is repeat-
ed often, though I could not say exactly
when.

Shri 8. N. Das: May I know whether
any representation was submitted by
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the manufacturers of these chemicals
or their organisations in 18537

Shri Karmarkar: Off and on some re-
presentation must have been received
regarding some small difficulties facing
the industry.

Shri Joachim Alva: Is one of the
difficulties in the way of the develop-
ment of our chemical industries due to
the fact that somehow or other Gov-
ernment have not been able to harness
the ability and training of Indians
trained abroad in chemical industries,
especially America and Germany, and
many of these young men are still in
factories abroad drawing good salaries
and are reluctant to come because
ordinary living standards have not been
offered to them?

Shri Earmarkar: It is too wide a
question, much beyond my ability to
answer off-hand.

Shri Kelappan: May I know what are
the heavy chemical industries that we
have and what are the difticulties
experienced in developing them?

Shri Karmarkar: Very respectfully I
should like to submit that this question
is of an encyclopaedic nature and I
require notice regarding specific indus-
tries.

Press CoMMISSION

*2142, Shri D. C. Sharma: Will the
Minister of Information and Broadcast-
ing be pleased to state:

(a) whether it is a fact that Gov-
ernment requested the Press Com-
mission to submit an interim report
before the end of January, 1054, on
the question of bringing working
journalists within the scope of the Ip~
dustrial Disputes Act;

(b) whether it 1s a fact that the
Press Commission expressed its inabi-
lity to submit the report by that time;
and

{c) if so, the reasons therefor?

The Minister of Information and
Broadcasting (Dr, Keskar): (a) and
(b). Yes, Sir.
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(c) The Press Commission intimated
that it might not be feasible for it to
draw up an interim report on the
question of safeguarding the conditions
of employment of working journalists
and settlement of disputes between
them and their employers because:

(i) the Comminission had not then
completed the examination of
witnesses;, and

(ii) its recommendations on the
subject were likely to be link-
ed up with certain other
recommendations aimed at the
healthy development of the
Press in the country 'gnd it
would not be feasible to sepa-
rate the issue from others or-
deal with it in isolation.

Shri D. C. Sharma: Is it not a fact
that one member of the Press Commis-
sion said on the floor of the House
that the Press Commission would have-
no difficulty in sending an interim re-
port? Is it not a fact that the new-
Linguistic States Commissian which has.
been appointed has been given a direc-
tive to send interim reports? I there-
fore want to know what difficulty lay
in the way of this Commission in send-
ing an interim report?

Dr, Keskar: The Commission is a
statutory Commission. I will not be
able to speak on behalf of the Commis-
sion as to why they were not able to
submit an interim report. It is a matter
for the Commission to decide. My
colleague the Labour Minister has had
very long discussions with the Com-
mission regarding this matter also
among other matters. I cannot speak
!or a member of the Commission who
is a Member of this House as to what
he said. He can speak for himself.

Shri Raghuramaiah: If the Govern-
ment is satisfled that the working
journalists should be brought within
the scope of the Industrial Disputes
Act, as I understood was the case, may
I know why it felt it necessary to ask
for an interin report from the Press
Commission on the point?

Dr. Keskar: It is one thing to think
that it is desirable to have the working
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journalists included in the category of
those who come under the Industrial
Disputes Act. It is another thing to see
how that can be implemented. The
journalistic industry is not on a par
with other industries like textiles or
iron and steel or chemicals and there
are certain problems and complica-
tions there and it would not be wise
to rush into enacting something
which might lead to difficulties. We
thought it better that this question
should be examined from all angles
before we took a decision.

Shri T. N. Singh: May [ be permitted
to say, Sir, if the reference is to me—
probably, it is to me—I think 1 have
been rather misquoted. I never said
that the Commission felt that there was
no difficulty at all. There will always
be diffieulties. The difficulties were
never ignored by me. There is always
something or other which can be done.
I think to take & thing out of the con-
text and quote it miscarries my state-
ment.

Shri T. K. Chaudhuri: May I know
if it has been ascertained from the
Commission whether they can within
May give some sort of a report on this
very important gquestion which is agi-
tating the mind of the public and the
country?

Dr, Keskar: The Commission’s report
ie expected by the beginning of June.
Already, the Labour Minister is draft-
ing a Bill on this question. We do not
think that anything would be gained by
trying to get information within 4 to 6
weeks. We can have the whole thing
examined from all aspects. I might
inform hon. Members that we are
pursuing this matter actively.

Shri K. C. Sodhia: May I know whe-
ther the Governmeni think it proper
that a Member of this House who is
& member of the Commission ought to
air his views......

“ Mr, Speaker: Order, order. Next ques-
on,
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CENTRAL SILK BOARD

*2143. Shri N. Rachiah: WIill the
Minister of Commerce and Industry
be pleased to state:

(a) the total amount allotted to the
Central Silk Board during 1953 for the
development of Silk industry State-
wise; and

(b) whether the entire amount has
been spent during the year?

The Minister of Commerce (Shri
Karmarkar): (a) A statement showing
the amount allotted to the various
States during the financial year 1953-54
is laid on the Table of the House. [See
Appendix IX, annexure No. 15.]

(b) It is too early to say how much
of the various amounts have actually
been spent by State Governments, For
the information of the House, I should
say that the total amount is Ra
11,32,545.

8Shri N. Rachiah: In view of the fact
that the silk industry is an important
industry, may I know whether the Cen-
tral Silk Board has not been able to
protect the industry as it meets only
once in a year?

Shri Karmarkar: The question of
meeting once a year is about the Cen-
tral Silk Board. They have also a
Standing Committee for obvious
reasons. I understand that they
have annually only one meeting
generally tor all the members of the
Central Board which is considered to
be sufficient. I should like to disown
the suggestion made by the hon. Mem-
ber and say that the Central Silk Board
has been able to do much better work
for gilk than ever before.

Shrl N. Rachiah: May I know the
criterion on which this amount has been
a@pent in the year?

Shri Karmarkar: The criterion is one
of suitability and justification. But,
the hon. Member will find that princi-
pally they are given for research
work in and development of sericul-
ture.
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Shri Basappa: I understand that
Rs. 41,000 have been allotted for Mysore
for the development of a seed station
but that the amount has not been sanc-
tioned due to details of the scheme not
having been submitted. Who is res-
ponsible for the delay in submitting
the scheme and when was the scheme
called for from the Mysore Govern-
ment?

Shri Karmarkar: We have called for
the scheme and the Mysore Govern-
ment has to submit it. The inference
is obvious.

Shri Balwant Sinha Mehta: What

Mr, Speaker: Order, order. Next ques-
tion.

BETTERMENT LEVY

*2145. Shri S. N. Das: Will the Minis-
ter of Planning be pleased to state:

(a) whether any, and if so, which,
States have taken steps for levying
betterment fees, with regard to
development projects which are un-
der execution there;

(b) it so, the amounts that have
been avallable in those States so far;

and

(c) how this betterment levy is go-
ing to influence the financial aspect of
the Plan?

The Deputy Minister of Irrigation and
Power (Shri Hathi): (a) Legislation for
the levy of betterment fees has been
enacted by the States of Mysore, Bom-
bay, Hyderabad, Punjab, Rajasthan,
Pepsu and Assam. The Governments
of Madras, Andhra, Uttar Pradesh,
Orissa, Madhya Bharat, Saurashtra,
Travancore-Cochin, Bhopal, Kutch and
Vindhya Pradesh have stated that they
are considering proposals for such
legislation.

(b) Collections of betterment fee
have not been begun yet in any State.

(c) The amounts realised as better-
ment levy are to be utilised by the
States for repayment of Central loans
for projects.
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Shri 8. N. Das: May I know whether
any of these State Governments that
have levied betterment fees so far con-
sulted the Central Government with re-
gard to the legislaiion that they have
passed? 1f so, what was the sort of
advice sought by them?

Shri Hathi: The States did send their
iegislation to the Planning Commission,
and in individual cases the Planning
Commission’s advice was received on
different points as was necessary.

Shri 8. N. Das; May I know whether
there is any special organisation set
up by the Planning Commission with
regard to this subject, ie, giving
such advice to the wvarious State
Governments?

Shri Hathi: There is'a separate sec--
tion for this.

Shri L. N. Mishra: May I know whe-
ther the Government have some
machinery to popularise this measure
and to counteract the interested pro-
paganda that is being carried on
against this measure in the Mayur-
akshi and D.V.C. areas?

Shri Hathi: That will be for the State:
Government to do.

Dr. Ram Subhag Singh: May I know:
whether the quantum of betterment
fee levied in the new development pro-
ject areas is having any relation to the:
existing state of affairs in the old pro-
ject areas where the canals and other-
things existed before?

Shri Hathi: The rate of betterment.
levy will vary according to circum-
stances, according to the increase in:
the value of the land, the crops, the-
nature of the soil and all these things.

Shri Nanadas: May I know whether
the Government have studied the effects:
of betterment levy on the ceilings of
land holdings and re-distribution of’
land, and if so, what are the decisions:
that Government have taken in this-
matter?

Mr. Speaker: I want to be clear on
one point, I think it is entirely a State:
subject. -
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Shri Hathi: Yes.
Mr. Speaker: Next question.

PeARL PROCESSING

*2146, Shri D. C. Shaarma: Will the
Minister of Commerce and Industry
be pleased to state the efforts that
.are being made to revive the indus-
try of pearl processing in Indja?

The Minister of Commerce (Shri
Karmarkar): The following steps have
been taken to encourage the processing
of pearls in the country:

(1) The import quota for raw pearls
has been increased from 10 per cent.
which  was the quota during July-
December, 1953, to 50 per cent. during
January-June, 1954.

(2) The import duty on raw pearls
‘other than cultured pearls has been
abolished.

Shri D, C. Sharma: May I know if
any representations were received from
persons engaged in this industry and
whether they were considered by the
Government?

Shri Karmarkar: Yes, Sir. Some re-
presentations were received and the re-
sults are given in the answer,

Shri T. K. Chaudhuri: What is the
-extent of the total market for processed
pearls in ths country?

Shri Karmarkar: 1 should like to
have notice about it.

Shri D. C. Sharma: May I know how
much loss the industry has suffered on
account of this decline during the last
one year?

Shri Karmarkar: It is very difficult to
assess any .oss or gain in this.

Shri D. C. Sharma: May 1 know how
many workers are affected on account
-of the decline in this industry?

Shri EKarmarkar: I understand that
the number of processors round about
Bombay, subject to correction, is about
1,000. Dealers who are doing this work
on a piece basis and about 150 firms
have formed themselves into an associa-
tion in Bombay called the Bombay
Zaria Mahasabha.

Mr, Speaker: The Question List is
“wOVver. -
r
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Shri M. D. Ramasami; Question No.
2137 may be taken up, Sir.

Mr. Speaker: On behalf of Mr.
Muniswamy? The hon. Minister of In-
formation and Broadcasting. The hon.
Minister has left under the impression
that the Member was absent.

Shri T. B. Vittal Rao;: Can the hon.
Ministers leave before Question Hour
is over,

Mr. Speaker: Yes. When the parti-
cular questions were passed over, he
left under the bona fide impression
that he need not wait here just anti-
cipating that the Member who
comes late or the Member who is
given an authority is going to ask
that question. I do not think he should
do so, but it would have been better
if he had been present in the House.

Shri Raghavaiah

(At this stage, the Minister of Infor-
mation and Broadcasting entered the
House.)

TOSe—

Some Hon. Members: He has come.

Mr. Speaker: Order, order. I am

going to the next business.

WRITTEN ANSWERS TO QUESTIONS

ExPorT OF MERCURIC COMPOUNDS

%2129, Shrl H. G. Vaishmav: Will
the Minister of Commerce and In-
dustry be pleased to state the
peasons for banning the export of
the compounds of Mercury?

The Minister of Commerce and In-
dustry (Shri T. T. Krishnamacharl):
Export of mercury has been banned
since August, 1953, but export of
mercury salts and its compounds were
allowed. Government, however, found
that stocks of mercury in the country
were rapidly being converted into
Mercury Sulphides and Oxides from
which mercury could be recovered and
exported, and the ban on the export of
mercury which was imposed to con-
serve adequate stocks for the country
was being circumvented. The export
of mercury oxide and sulphide was
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also, therefore, banned with effect from

the 8th March 1954, Mercury chloride

is, however, being licensed freely.
JiraNiA CoMMUNITY PROJECT

*2131. Shri Dasaratha Deb: Will
the Minister of Planning be pleased
to state:

(a) whether construction of the
selected bunds in community project
area of Jirania (Tripura) has com-
% k*nenced; and

(b) if so, what is the progress?

The Deputy Minister of Irrigation and
Power (Shri Hathi): (a) No.

(b) Does not arise,

SuUBSIDISED INDUSTRIAL HOUSING SCHEME

%2133. Shri K. P. Sinha: Will the

Minister of Works, Housing and
Supply be pleased to state the
amounts granted during 1953-54¢ to

Bihar Government and Tata Iron
-and Steel Company at Jamshedpore
under the revised Subsidized Indus-
trial Housing Scheme?

The Minister of Works, Housing and
Supply (Sardar Swaran Singh): A sum
of Rs. 3,37,500 has been sanclioned as
subsidy to Tata Iron and Steel Company
under the Subsidised Industrial Hous-
ing Scheme. To the Bihar Government,
a sum of Rs. 15 lakhs has been granied
as loan for disbursement to employers
under the State Industrial Housing
‘Scheme.

SALT Crss

*2136. Shri B. 8. Murthy: Wil the
Minister of Production be pleased to
_refer to the answer to starred ques-
tion No. 1649 asked on the 7th April,
1954 and state:

(a) the amount spent on labour
welfare from the Salt Cess during
1952-53 end 1953-54; and

(b) the amount credited to the
general fund?

The Minister of Production (Shri
K. C. Reddy): (a) Details of expenditure
incurred on labour welfare during 1952-
53 and 1953-54 are being collected from
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the Regional Offices of the Salt Organi-
sation and will be placed on the Table
of the House as soon as possible.

(b) The entire amount of cess
collected wviz. Rs. 861 lakhs during
1952-53 and Rs. 94 lakhs (approxi-
mately) during 1953-54 have been
credited to the General Revenues,

Al] receipts from salt cess are invari-
ably credited to general revenues and
all expenditure on the salt develop-
ment labour welfare etc. are also met
from General Revenues,

A, I. R. LANGUAGE BULLETINS

*2137. Shri Muniswamy: will
the Minister of Information and
Broadcasting be pleased to refer to
the reply given to starred question
No. 1651 asked on the 7th April 1954
and state:

(a) whether Tamil is one of the
regicnal languages included in the
list of Regional Language News
Bulleting; and

(b) what is the difference in the
existing system of broadcast of news
bulletins in Tamil at the Madras
Station and the new system to be
introduced?

The Minister of Information and
Broadcasting (Dr. Keskar): (a) Yes,
Sir.

(b) Under the existing system, Tamil
News bulletins of All-India and world
importance are broadcast from Delhi
and rclayed by Madras Station of All
India Radio. The Regional news
bulletin in Tamil in the new system
will be in addition to the one broad-
cast from Delhi and will cover news
items of local interest which cannot be
accommodated in the bulletin broad-
cast from Delhi.

CoaL
#2144, Shri Raghunaih Singh: Will
the Minister of Production be pleased
to state:
(a) whether there was a shortfall in
the offtake of bunker coal at Calcutta

and Visakhapatnam during the year
1853; and

(b) if so, the reasons therefor?
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The Minister of Production (Shri
K. C. Reddy): (a) Yes.

(b) This may be attributed to the
following reasons:

(1) With the decline in food
imports, there has been a de-
crease in tramp ships visiting
the ports. These ships arc
largely coal burning and have
been generally taking bunker
coal on discharge of the food-
grains.

(ii) With the fall in our export
trade in coal fewer ships visit
these ports for lifting coal.

(iii) There is a progressive in-
crease in the proportion of oil-
burning ships in the world and
a decrease in  coalburning
ships. So fewer of the ships
which do visit the ports have
occasion to take bunker coal.

ProJecT ADVISORY COMMITTEE

452, Shri Dasaratha Deb: Will the
Minister of Planning be pleased to
refer to answer to starred question
No. 1429 asked on the 30th March,
1954 regarding the Community Pro-
jects Administration of Tripura and
state:

(a) the number of members of the
Project Advisory Committee and
their names; and

(b) what amount has been spent so
far on this Committee?

The Deputy Minister of Irrigation and
Power (Shri Hathi): (a) A statement is
laid on the Table of the House. [See
Appendix IX, annexure No. 16.]

(b) Information is being obtained
and will be laid on the table of the
House when received.

OFFICE OF THE CUSTODIAN GENERAL OF
BvAacUEE PROPERTY, DELHI
453, Bardar Hukam Singh: Wil
the Minister of Rehabilitation be
pleased to state:

(a) the number of employees
working in the office of the Custodian
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General of Evacuee Property, Delhi;
and

(b) the number, out of (a) above,
who are displaced persons?

The Deputy Minister of Rehabilita-
tion (Shri J. K. Bhonsle): (a) 111,
(b) 81.
ExPORT OF Bidi

454, Shri Sanganna: Wwill th?
Minister of Commerce and Industr
be pleased to state:

(a) which States have
Bidi leaves to East Pakistan;

exported

(b) what is the quantity of Bidi
exports from each State during each
yvear from 1051 to 1953; and

(c) the amount of foreign exchange
earned on these exports in each of
the above years?

The Minister of Commerce and In-
dustry (Shri T. T. Krishnamachari):
(a) West Bengal and Bihar,

(b) and (c¢). A statement is attach-
ed. [See Appendix IX, annexure No.
17.)

PALM Gur

455, Shri K. P. Sinha: Will the
Minister of Commerce and Industry
be pleased to state:

(a) the total amount given by the
Gevernment of India as subsidy to
the various States for palm gur deve-
lopment scheme during 1953-54;

(b) how this figure compares with:
that of 1952-53:; and

(c) the total quantity of palm gur
produced in 19537

The Minister of Commerce and In-
dustry (Shri T. T. Krishnamachari):
(a) Rs. 4,24,663.

(b) Rs. 4,43,789/12/- in 1952-53. This
shows a reduction of Rs. 19,126/12/- im
1953-54 as compared to 1952-53.

(c) About 59,000 Tons.
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HOUSE OF THE PEOPLE
Thursday, 20th April, 1954

The House met at a Quarter Past Eight
of the Clock

[MR. SPEARER in the Chair]
QUESTIONS AND ANSWERS

(See Part 1)

8-56 A.M.

COMMITTEE ON PRIVATE MEM-
BERS BILLS

PRESENTATION OF SEVENTE REFoRrT

Shri Kaslwal (Kotah-Jhalawar):
1 beg to present the Seventh Report
of the Committee on Private Members
Bills and Resolutions.

COMPANIES BILL—contd.

Mr. Speaker: The house will pro-
ceed now with the further discussion
on the motion referring the Com-
panies Bill to a Joint Committee
moved yesterday by the hon. Finance
Minister.

Mr. T. N. Singh
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s s § AT 16 FRAT
At §, A W @ aww §
Tga qarg & WX { I@ATT AT §
fs wigfAEdT @ ¥ TET INT
T WY @ T A ALG Fwar
$ o fR A ww ¥ gmr
FTHT AR TOET W A Wh
g Tm B g, FWA ATE
w2 I FW & fq7 0F g FEAa
frrge & ok & wa ag o fe @
_J8Y wrIeE § A1 qg 1@ @ oA
1 agi wfwadz  §, qREE wRA
# g7 wxfeedl ¥ ofias cwo=w
FAA A W W vAw faw qgn N
¥ v W fe Ayt wagesd
awnaanfar mamagy
9d g ® ¢ 5 ufee aqw
5 ITET AT T BT E fRT AT A
 qwwa § R am amAae §RT
A< ofemn Fw A A IR A
& Al & @ qE s A
. g wifgg, 8% fod wig 1 sedr
ar +ff A war mfgg | ¥ aaw
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F @ w5l a1 faqa 7 w1 51 faa
FT Y. F¥4T F, FF I IA 63
g Agi w1 R g fa nav gaw
AT FATAT & W W gRA J1 OF
&« o= F6T 4 gE A A g,
A FA ARar @ fr 9 747 wifaar-
W # gn, sRAA fafaes 9t fadaw
H! ST 33 47 § A 0% 7 g1 FT g
¥ T F I 2N aAgnT WK
W% AT ZRET 0F g1 AT 6R uE
nmﬁnﬂﬁrwz:ﬂ T
iuzm«nrx AR FAw == ¥
o) fEF ¥ wam fear arg @
Io% ¥ O W g 7 GY wwer
ar & wifswa & gara &1 F9 am
T A wIm, I wiafen maz
ST &1 AT FRF 7 I 7 wf@YT

@ WR fz ais dwema sfeqrcd

LUEE LR LR LU ER-E e
3% MF A IS A g w2 awar |
TR TS W oagt v 8 gE E
TR S q W wrer adw @
g...

ot dte e gt (Faer AT
7 fa= nEwTE—xfrw afsaw a fyar
RA—7IA) : ¥ www 0 @
ELid !n»:ra g

@ o gte fet : R =
TR & a1 Wy O T aT% 39 T
AR I FE.§ ..

Shri N. C. Chatterjee (Hooghly):
That is unfair, Madam. I am object-
ing to that; it should not be suggest-
ed that any member of the Select

‘Commlttee is going to act as a par-

tisan and on behalf of big business.
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Shri C. D. Pande: May I explain?
I did not suggest that; I only sug-
gested that he cannot say that he is
my lawyer.

§t fo gAo fa¥ : F wmar §
fF ag foad 91 QT aar @, F sAar
g fF 397 ST g Tt 7 gw A
T IRAE 1 | § Y HIAT ATHAT
TATC VA 90 ¢ 3§ 9T WIZq 4 34
Y GEY ATl FY qF A 1 F FgAT
g 5 ot a7 €z =y A, '
weeiHm g, q I¥ I g
w1 gNEE g/, @ 9 &€ fawe
A fPmrmr g1 wltd ag Wrag
grat § 5 oz N T @ @
g R felt § g @Y wd= A
AR AT o AR ey &
¥y 9THE &, TeB T AT FAT Fifeew
37 @ "I 3T &7 Surar § At g wq
H F7 AN @ a@ # fafear =
g A g AT | g Aga A
fasad 2t €, wer ¥ aval fear
) A AR EFAI AT § A |9
9t 0T A fear s, dfer T
¥ fema fad godt &, § I
g 5 oz g9n we A qod _ee
T aEaey it frdt ag Y wr-
T e« @ A0 gewr ¢ fe g wew
i a1 adw fee fF W
€@ GUHT TG A I F WA
Fofta T & a7 3 qur v grfay
Tw feaar wg fw@ I @ T
¥ AT T 9 | qg ¥ ag e d
IO aw g A i vy @A
fe g e @ o faw dmgw
w1 T wWifs gRnds @ fare
F O oY a3 TR €, ag waw @ fe war
fear amg | 3few g awd R s 3w
wTT%) e O fn g Tfes dwex
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¥ @ FWAT AT FT q9g § KIS qey
A 9Fw7 2|\, TFY A F[WAT |

g9 I ¥ 34 T FTH AT 2 @0
g A e are yeaey o Q9w
% Y ag N9 2 | AT wreTew fafa-
®I g 3™ F 97 ww AF NT@
H=AT P | A qHA & q RS
FAT qga IET T 1 ¥ AV H A
f& T ¥ AR fer gdiA@w
wq1fver #7193 grfaw #3, o &9
FFT TAT FIH F@ g, I7%! ¢q1 &
F@A o s a2 A0 fafes
aq g

% 417 § 2 OF T A A
#z %, N fF 78 My & @9 @ dlr
A CEIECEIERTEICR BN o]
I ¥ wggE s g o A A I

- T AT, W ATZAT TTIATIH 3 1§

ofess greawRa &, gaT A wfgd
feed s #1 fga &), W amx
7g W foar snan @ v ¥z o=T-
axy ot 99 g o wY g o
wifed, & vl § war uaw qfy
ft &, I8 9T I[N 19T A1 wfed
W qg WTNT T Ay e ey
¥ Qo fe gad faed ag s
R £ frogw tAfede st e
{, Ta® 2 @A §, WX AT AT NT
g §, o Aamy g faw for
o & g fagia W ma faar fr ga
affaric g § W} feor
oWl @ 3w ¥em F
Tww ¥ w7 Y foc vk Yk ey
TR A O | e oY e gy
TveT A B werr S iy g wed
7 wrgar § for xa & o ot wopr § far
R ag s i fear §,
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AT FTITZE W T&T qAUHT T&ATT
AT 5 FifeIgam TR IR
TR fa® # JaBaT 8T I9W § T«
§ q1 o1 FIF=ZaAT F gAR TRy
fafers® § SR & qanfas e afgd |
A0 awa 7 7@ I AGT AR A WY
IE@ ¢ | WEIET # IgRfee
fafeqee & s ot am@ §, I 99 &7
T § I I RAT T FHF
LAT EF OF O Jau-. g1 W@ AR
¥ 3w WY, I AW JU ¥ W
[sn Y 3w g

T AR AT IR AT CE
o § arelic & g 7 WG §,
Wi ag ag § fo gl waafaa, fod
s § T agd § e N9 g W
F $EA FT TO®, I FRATE W
aqwT, WA ¥ f @ @ O
7 wu1 T § 6 suw dww & fem,
U9 FT O% G JRAAL ¥ KW KT
A1 A 5g avar § 5 1@ & e wAA
¥ aF ¥ 9, 47 ISR wHET & TR
#, &Y nm 7g % s foraw agi & e
g 7% 7% I fe ore ag E aw ¥R
A F &5 Y, I & T@Y AAEN
d wfem & o | g v ago a=d
g, W ZT AT AW WA 7 W
2 7 37 ¥ fody w1 iy aff Frerer
g et F X § o o aw
o 2, % sw ¥ wiwrer o
sar g, T ¥ ak v wen §
fe g2 % wsdt g F & agt awe
&z gvm §, wgi &1 wHTET W geAT
g 8fea v ® wygu 7 fywar % W
w1 frmar wifg@ |

@ dw WP (Qwm)
frwz wwr fewr o &Y vy g ?

20 APRIL 1054

Companies Bill 603.

st 2t qAe fug : 7z N7 73
J&& 3, AR F guwa g f5 o
@ € aaAa AT 3T AY I@E A
TN AR TRAA BT AET G F1
fraar aifed | 39 719 & o #€m
fF, ¥ FaFeew ot a@ ¢, @&
qaT A A 47 fray wr o gw A
Tgiww, 3fen fedrgn A wma
¥ ag g g 9@, g@ AW g
T st AgY §, gt fad & ag @
Wieh v wagvivag at fiw o
I | %@ fad adw FE A dfew
ax A sifeq 9 fo w7 P W@
Y wmam A divdw ofilT quw
sfod gt Q@& w1 awg
¢ fe g1 fo go o wRk  ofeview
A T A I E G MeTaw ¥
PR FNST AT W arx 1w
e § & e G N A
=Y qwm Nfcae § & € o e
wEdd aff A afiar g ? ag
ot g 1 o fod F o afed
W AT ¥ W FT wrgan
fRedfcfivimIm v«
WIS f, AN e @
fRam @ fed o feq o
R fAwaT s s 3 S @
W g g ¢ X ag % 9
@t maflw X wr g

# aowaT § 5 47 w6 grew W
g gag ¥ far § o @R W
g ¥ wfwm gm0 ® swwer
g F um ®wr o o s afe @
ot Ty wa W &Y

Mr. Chairman: I do not follow what:
the hon. Member has said. Could the -
hon, Member say it in English?

Shri Bansal: The hon. Member dur-:
ing the course of his speech used the-
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[Shri Bansal]

word “tamasha” in relation to the
work of the Select Committee. Tama-
-sha means a huge joke (Some hon.
Members: No. no). He can explain
what it means. It certainly means
fun

Shri Velayudhan (Quilon cum
Mavelikkara—Reserved—Sch. Castes):
Both are Parliamentary.

Shri Bamsal: It is for him to ex-
“plain.

Shri T. N. Simgh: With your per-
mission, Madam, may I say this since
this is in relation to what I said?
T believe simultaneously I used the
word “spectator” also when I said
tamasha.

Dr. Lanka Suadaram (Visakhapat-
mam): Show. Watching the show.

Shri T. N. Singh: A spectacle and
spectator, who sees some spectacle.
.And what is the translation of the
word ‘spectacle’? I want to know, I
know very little of Urdu and Hindi.
T do not know by what other word it
<can be translated.

Mr. Chairmam: Now whatever the
hon. Member might have said I think
he meant well

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

Shri N. C. Chatterjee: There is no
time-limit, but I should ‘like to re-
mind - hon. ‘Members of the difficulty
that arises when they make long
‘speeches. There is a: tendency to
make repetitions and, as hon. Mem-
bers know, repetitions are not allowed
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by our rules and regulations. So I
request them to confine their obser-
vations to the main points. And also
at this stage I should like to remind
the House that we are discussing only
the general principles of the Bill and
so we do not need to go intg the
details.

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

Mr. Chairman: I was also in the
House; he was correct, but I think,
there should be some exception.

Shri N. C. Chatterjee: Madam. I
will remember your admonition that
I should not make repetitions. and I
can assure you and the House......

Dr. Lanka Sundaram: That is not
meant for you.

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

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

An Hom. Member: In the Supreme
Court.

Shri N. C. Chatterjee: May be, in

. the Supreme Court too. You should
not grudge it because the great pro-
fession of law has been very hard hit
after the abolition of the zamindari
system, and also in view of the im-
pending crisis which is facing that
great profession by Dr. Katju's Cri-
minal Procedure Code. Anyhow,
what I would appeal to the High
Courts is this, that they must set
their own houses in order. I have
been associated practically all my
life with the great High Court, which
has been the biggest Company
Law Court, namely, *he Calcutta
High Court, which started its work
under a very able and distinguished
judge who was looked upon as an
authority on Company Law in India.
Mr. Justice Buckland. 1 think the
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Finance Minister and other {friends
will remember that he was the author
of the first great commentaries on
company laws, which were accepted
as authoritative.

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

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

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

The Minister of Fimance (Shri C. D.
Deshmukf:); It may be both.

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

.a big colliery case in the court of

Dhanbad. Dhanbad is a big colliery

.area. Mr. Langford James, a great

English barrister, was leading me.
1 asked him: “Why is it that the judge
is against us and has formed a sort
of prejudice against us?”. He replied:

- “Chatterjee, don't you realise that we

are fighting for managing agents?”

*Then he added: “My experience I

ought to tell you; some of them are
sharks and these sharks have brought

- disrepute on the whole managing

.agency system.” My hon. friend
is quite right—Mr. T. N. Singh—
‘that there are some sharks, and

“those sharks have brought disgrace

.and disrepute on this system.

Madam, I think it is unfair to say

“that -this Company Law Committee

was at all actuated by any motive
of shielding any fraudulent or dis-
honest managing agents. It will be
thoroughly unjust to say that. I say
with the fullest sense of responsibility
that to levy any indictment on the
Committee and to say that they were
actuated by the interests of big
capital of the managing agents, is not
correct. As a matter of fact, any-
body who knows anything about
the work of the Committee, would

- candidly confess that that Committee

was to a large extent dominated by the
personality ability and experience of
Mr. J. J. Kapadia. I think it was
Mr. J. J. Kapadia who was the
indefatigable fighter against manag-
ing agents. He had a wonderful
stock of knowledge and wonderful
wealth of experience which he
marshalled before the Committee in
order to cxpose the vagaries, mis-
deeds, malpractices and the dubious
methods of managing agents. And
1 have been assured by Mr. S. M.
Basu, who iz one of the leading
solicitors of High Court and other
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lawyers who were on the Committee,
that none could match the skill,
ability and acummulated wisdom and
experience of Mr. Kapadia. It is a
matter of regret that we can no
longer avail of the services of Mr.
Kapadia; he is dead and gone. But
we ought to pay a tribute, and I hope
Mr. Deshmukh will agree with me
that they have attempted a con-
scientious discharge of duties and
they have not been carried away by
any consideration of placating the
dishonest elements in the industrial
sector of India.

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

The report of the Committee is:

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

But, they are careful tv add that
there are malpractices which must be
stopped. 1 am reading cne other
portion.

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

This Parliament today has got to
make up its mind: will you stop the pri-
vate sector and will you nationalise all
industries? Will you stop the formation
of private capital or will you allow the
private sector to play its part> How
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-can you in the operation of a plan for
national development, having regard to
the objective of mixed economy, not
.allow the private enterprise to play its
part, subject of course, to certain safe-
_guards, conirol and regulation? I main-
tain that the decision of this Bhabha
Committee merits our careful and
sympathetic consideration.

* Now, what are the factors which we
.eught to remember? There are factors
which make it impossible today for this
Parliament to pass a capital sentence
and say, no managing agents fiom to-
morrow. You cannot do that. Because,
in this country, there is no organised
-capital market, there is reslly no inves-
tors' market. In the absence of these
organisations, it would be impossible to
have any company flotation unless you
allow the managing agency to come in.
“The Committee has pointed out facts
rightly. Could there be any flotation of
a jute mill in Calcutta or in Bengal?
Could there be any flotation of any
textile mills in Bombay or Ahmedabad
unless you had managing agents? They
undertook preliminary investigation;
they undertook preliminary enquiries
into the schemes before promotion
which sometimes means especially in
the case of mineral companies and other
concerns lakhs and lakhs of rupees.
Iron and steel, hydro-electric, and che-
mical industries were all set up after
years and years of preliminary inves-
tigation. On many occasions, after
investigation intp the schemes, they
had to be given up in which case the
managing agents had to bear the
burden of all preliminary expenses.
Also, the managing agency system
enables a substantial proportion of the
issue to be taken up by the managing
agents. The fact is that the ordinary
middle class investor comes on the
scene very late. The initial capital
is furnished by the managing agents.
Managing agency needs a  certain
amount of enterprise and a certain
amount of sacrifice. Therefore,
I think that it will not be right
for this Parliament to say ‘hat, as some
of them have misbehaved, therefore
completely liquidate all managing age-
nts,
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-At the same time, we must plug the
holes. We must see that fraudulent and
dishonest practices are removed as
early as possible. But, take care, I
appeal to the House, to each and every
Member, in the process of plugging, do
not overdo it and kill all initiative.
Keep some scope for initiative. I
wish to make certain suggestions and
raise some points which demand im-
mediate clarification, because I know,
and I say with a certain emount of
responsibility, that portions of this Bill
have created a certain amount of mis-
giving in the industrial sphere in this
country, and unless you give certain
clarifications and assurances, it will be
almost impossible for you to have
company formation on a satisfactory
footing.

You know that our Five Years Plan
and our Planning Commissioners have
saig that the managing agency system

. should be subjected to certain safe-

guards.

Shri T. N. Simgh: On a point of
order, when a Bill is referred to a
Select Committee, this House makes &
number of suggestions and ideas for the
consideration of the Select Committee.
In the course of this debate, verious
suggestions have been made for the
mamaging agency system and against it.
I think that it is entirely improper and
ultra vires for a Member of the Select
Committee to express here in this
House, before the matter is referred
to the Select Commitiee, his considered
opinion about the suggestions made in
this House. On tke very things that
the Select Committee will have to con-
gider and in which they should-
keep an open mind, a Member
of the Select Committee is trying to
commit himself beforehand. I say that
this is against the spirit of the entire
procedure laid down in this House.

10 A

Shri N. C Chatterjee : With great
respect to my hon. friend, T 1aaintain
that there is nothing in this point of
order. I am simply pointing out that
the Committee has not been fairly cri-
ticised, that the Committee has been
unfairly attacked. I am pointing out
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" [Shri N. C. Chatterjee]

certain cogent grounds which have
been advanced by the Committee which
deserve the attention of the House and
which deserve the attention cf the
Select Committee, There is no question
of final adjudication on any point.

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

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

Shri T. N, Singh: Before you give
your final ruling, I humbly submit
that this is an important question.and

if other Members of the House who -

know law, would kindly throw some
light on this point, it will be of guidance
for the future. That is very important.

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

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

Shri C. D. Deshmukh: It is my
impression that at the basis »f this con-
-vention that the members of the Select
Committee should not speak is this
fzct that they may have nther oppor-
tunities of expressing their views. I do
not believe that it means that they have
no views to give. In other words, an
open mind is nota blank mind. How-
ever, asyou have allowed the hon.
Member t{o express his views, he must
express some views. He cannot merely
say, 1 shall not speak on the pnints
which have been made by the other
speakers. Also, I am a member of the
Select Committee. I shall have, in due
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course, to reply to some of the points
which have been raised in the debate.
Would it then mean that I have already
made up my mind? The purpose of the
Select Committee is to hear the other
Members, try to reconcile differences in
views, and try to arrive at the grea-
test common measure of agreement.

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

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

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

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

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

Now, there are six points which I
want to raise, and these have caused
grave misgivings. I am nol concern-
ed now with the apprehensions of
managing agents or big bosses of capi-
tal. I am thinking of the ordinary
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shareholders. 1 am thinking of smalk
investors.

The first thing is, we are giving cer-
tain rights to preference shareholdess
under this Companies Bill and they
are being given voting rights in cex-
tain contingencies. That has led %
some misgivings. I want the hom.
Finance Minister to listen to me, and
1 think that there is some misundes..
standing on this point. The whole
scheme of this legislation is that
there will be equity capital and pre-
ference share capital. All capital which
is not held by preference shareholders
will be treated as equity capital We
know equity capital shduld be given
voting rights and they are being given
voting rights, but we are making a
departure from our present law angd
we are conferring certain rights on
preference shareholders. Is it right that
they should be given these voting
rights in those contingencies? So far
as 1 remember, under sub-clause 2(a)
of clause 80. it has been stated that
the holder of any preference share
capital shall not have a right to vote
on any resolution placed before the
company, which does not directly
affect the rights attached to his pre-
ference shares. That is all right.
That is the law in other countries toq.
The preference shareholder wili be
entitled to vote when the rights atta-
ched to his shares would be directly
affected. Now, in the Explanation te
sub-clause 2(a) it is stated that whem
a resolution for the winding up of the
company or for the reduction of the
share capital is brought, he shall hawe
the right to vote. I think theye §s
some justification for this recommen-
dation. In England, ordinarily pre-
ference shareholders are not given full
voting rights. They have only qualik
fled voting rights. Otherwise, they
will control the proceedings of a com-
pany in a manner opposed to the in-
terests of the ordinary shareholders
and they may restrict the develop-
ment of the business of the company.
Palmer, in his celebrated book og
Company Precedents, has pointed out
correctly that the interests of the twq
classes of lhareholdm-m'e!uenw
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shareholders and ordinary sharehold-
ers—are generally in conflict. The
interest of the preference shareholders
is to preserve the business of the com-
pany sufficiently to produce the prefe-
vence dividend. The interest of the
erdinary shareholders is to increase
the dividend and for that purpose they
may be prepared to take certain risks.
Now, the business world, not merely
the men who run the business but also
the ordinary shareholders, the invest-
ors who have invested money in the
ordinary shares, are perturbed by this
recommendation. The clause in the
Bill gives the preference shareholders
the right to vote in some cases when
dividends remain unpaid for some
period. The cumulative preference
shareholders are given the right to
vote when dividends remain unpaid
for one year. The non-cumulative pre-
ference shareholders are given the
right to vote when their dividends re-
main unpaid for a period of two con-
secutive years. Voting rights under
this statute of ours as drafted, when
they becomg operative, will be in the
same proportion as the capital paid
on preference shares bears to the
paid-up equity capital. This may have
serious effect on business, both from
the point of view of those who run it,
and also from the point of view of
the ordinary shareholder. 1 want a
clarification at this stage from the hon.
Finance Minister if possible. Is it
intended that the preference share-
holders will have a general right to
vote on every resolution which is plac-
ed before the company? Is thatthe in-
tention, or will the voting right be
confined to the particular issue which
directly affects the fate of the prefer-
ence shareholders.

Take the instance of a case where
there is a question of amalgamation
which may affect the preference share-
holders. Is it the intention of the Gov-
ernment introducing the Bill at this
stage that when the question of amal-
gamation is before the shareholders,
the preference sharehalders should be
allowed to vote on that issue and that
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issue only? If that is so, the ordinary
shareholders wili not be perturbed
and the ordinary middle-class invest-
ors will not be in difficulty.

The second point that is somewhat
disturbing to the businéss world is
this. We have got in this Bill certain
suggestions made for the constitution
of the Board of Directors. What we
are doing is this. First of all, we are
giving one-third of the directorate to
the nominees of the managing agents,
and two-thirds we are keeping for
being elected by a special resolution,
and we are prescribing very wide
categories of prohibited persons who
cannot be elected as representatives
of the shareholders unless a special
resolution is passed. That means a
two-thirds majority has got to be se-
cured. There is a feeling that there
will be a complete deadlock in the ad-
ministration of many companies. In
effect, 1t means that 26 per cent. of the
shareholding will have a veto on the
74 per cent. of shareholding in a com-
pany. Has the hon. Finance Minister
thought over the problem and can he
give any assurance to the business
world which will satisfy their misgiv-
ings? Otherwise, there will be a
deadlock practically in every election
and that will mean that the ordinary
rule of majority will not work. I am
not in favour of complete democratisa-
tion in the running of business con-
cerns, but still I think it is but fair
that there should be given some kind
of assurance, some kind of clarifica-
tion. Especially 75 per cent. seems to
be too much. That is a question of
detail, but something should be done
to allay their misgivings.

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

“Appointment and powers of
inspectors to investigate owner-
ship of company:—(1) Where it
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appears to the Central Govern-
ment that there is good reason so
‘to do, it may appoint one or more
imspectors to investigate and
Teport on the membership of any
company and other matters re-
lating to the company, for the
‘purpose of determining the true
Persons—

(a) who are or have been
financially interested in the suc-
cess or failure whether real or
apparent, of the company,...”

“This is, if 1 may say so, is a very
extraordinary power. I know I shall
be told that in England, some such
power has been given by section 172
of the latest English Act. But I find
that under the English Act, there are
suitable safeguards provided, and an
application for investigation as to the
ownership of a company can only be
made by the Board of Trade, when two
hundred members apply or members
holding one-tenth of the share capital
apply. No such safeguard is provided
here. I shall make one more submis-
sion, in this connection, for at a later
stage, it becomes very important. 1
think Parliament should ask the hon.
Finance Minister to seriously think
over that problem.

The fourth point is the restriction
on the borrowing powers of directors.
Under clause 272, the borrowing power
of a director is limited to the quantum
of share capital plus free reserve. Is
this at all fair? If in a company, the
Board of Directors want to go the
market and borrow on the assets of
the company, and if the creditor who
wants to finance them is satisfied as to
the prospects of the company and
wants to pay money beyond the share
capital plus the free reserves, why
should the power of the directors be
taken away in this manner? As a
matter of fact, it is sometimes desir-
able that this restriction should not be
there. Otherwise finance will be
paralysed, and it will not be always
desirable to place all the detalls
of a financial deal before an ordinary
shareholders’ meeting.

29 APRIL 1954

Companies Bill 6054

My pext point is loans by the com-
pany to the directors, managing agents,
and so on. In every such case, fthe
previous approval of the Central
Government has got to be taken. I ean
understand this in the case of manag-
ing agents, but large categories are
enumerated. There is an apprehen-
sion that big combines of industrial

.enterprise will be rendered infructu-

ous, unless they can get the patronage
of the Minister concerned.

My last point is this. While the
hon. Finance Minister has taken the
Report of the Company Law Com-
mittee as his basis, he has jettisoned
the most important and basic part of
it, and I cannot understand why? He
has taken the recommendations under
which the Central Government are
given very wide powers, such as
appointing inspectors, for investiga-
ting not merely fraud or malpractice,
but even as to the ownership of a

these powers. For instance, under
clause 8, the Central Government are
getting power to determine what res-
triction should be placed on the juris-
diction of District Courts. They hawve
got other powers of a very wide and
inquisitorial character. I am not going
to take you through the whole list:
that list is quite heavy.

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

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

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

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

They have suggested the appoint-
ment of a Corporate Investment and
Administration Commission. The func-
tions of the Commission have been
recommended on page 195 of the Re-
port. I think there is a' reference to
this recommendation in the State-
ment of Objects and Reasons or the
explanatory note. All that the hon.
Minister says there is that he has
made deviations of a very minor na-
ture, except in one case, where he
has made an important deviatiom
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from the recommendations of the
Company Law Committee. And what
is that? He has not accepted the re-
commendation of this Committee as
1o the constitution of a central authori-
ty for the purpose of administering
this Act, and enforcing its very wide
and comprehensive powers. -

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

What is needed ioday is the consti-
tution of a properly organised Central
Economic Service for looking after
these matters. We cannot make the
ICS fit in everywhere. You know
what has happened to our Damodar
Valley and other projects. We have
iried estimable members of the Indian
Civil Service. They are good up to a
point. But you cannot have the ICS in
every sphere of life and say that they
will function everywhere and they
will be successful. You must train up
4 proper economic administrative ser-
vice which will have the requisite
skill, knowledge, experience and data
for the purpose of working this com-
pany law and for the purpose of mak-
ing your directions effective. Other-
wise, it will all be on paper. We may
congratulate ourselves on passing this
voluminous Bill of 612 clauses or sec-
tions, and you ecan add to that, if you
like; but it will not be effective. If
we want really to do some good to
the nation and stop malpractices, at
the same time, and to see that hon-
est business enterprise is not in any
way impeded, capital formation is de-
veloped and the private sector is sti-
mulated on proper lines, then you
must have a proper agency to work
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it out. That is the change which they
have recommended and that is the
change which should be accepted. It
is no good saying ‘I have written to
the different States’,—that is what the
Minister has said—‘the States have
not yet replied but are thinking over
it’. Boldly assume powers. Parliament
should ask the executive that it should
not in any way jettison this part of
the report; otherwise, the administra-
tion of this law, whatever ultimate-
shape it takes, will be paralysed and
be made ineffective.
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fagew w1 At 37 w1 AT T @O
wfg@ 1+ W FRF O FEAT wY
X AT § W forer Ay gy & waqferay
o et §, ot 9% aq¥ ¥ & wrawr
" Rt A€ T ¥ |

TF W J1q K A § AR
ag ? fe Y aaw w9y «ft ¢ Sud
qwT ¥ w9 foraewmm T § &
gower § fr fod wewr dwré o
& 9% W= E, ITF wxIgg WK
A wfr g W & 1 W w=_A
¥ O A /L wmE §, forwy
FET (T TY AT AFAT ¢, IAWT
foRes faam &, S® & s
® &aT w1 fogweas wnar oY
# gwwa § f 57 a1 W @9 w1
F1 ®Wre WA v WY fe st

Ny ST AT WA qaw
AR AL FTAFT &1 wogd & =
= O AT QA TG FTAFT AN
AR FAET T wA7T § AT IqH AL
o RaT woy vy §, AT Y wegAy
¥ METTE 1 XA GETTHT G AR
93 &I FAT & | WY G Fvaw }
WX A1 IW | qAT w™H wA § DAY
& B %1 &9 LT A1gR 1 FFT ImAT
¢ fr woafaal & fag Afey off y=a
1 F owgar g e oY oY s @
Iq 1 A T T ge@ AR AN
a7 ¢ I w1 N HAfey & gEE
21 # gawan g fr ddwe w9t gawr
T WA W AR A ¥ gEwr
GaeT agl gvm,  afew rar R St
T *71, Tg WqARAfr fayew ¥ sy
fergr s )

Mr. Chairman: Does the hon. Mem-
ber mean that none of the Members
in the Select Committee represent the
labour interests?

Shri A. N. Vidyalamkar: No. I do not
say s0; I say that representation of
labour is not adequate.

A ¥ ag gawan § fr 9w w5
T AT ® O & @i 5 qaw
TR, RS R ww
AT IW 7 fod agwer & @Y Gr
7 fwar g, afer w@ @ w) @ w6t
2 fegr I fr &aT & = W
HTE G 1 aut § auwan g e dew
TR ¥ AgTT AFT H JRAT |

™ WY & aTY F Wiy 6 e
g
Shri Altekar : 1 rise to welcome
and support this Bill but with sub-
dued enthusiasm. I do not think that
this Bill is intended to change alto-

gether the complexion of the com-
panies in this country but it wants
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to set them right under the structure
in which they are working. Even the
members of the Committee on this
Bill have not laid any claim of this
kind. They have said that the econo-
mic policy of the country has to be
framed by the Government and that
they are not in any way intruding up-
on that sphere. What they want to
do is to suggest remedies that will co-
ordinate the relations or govern those
which are subsisting between the
three important parts of the company
that is, the directors, managing agents
and the investors. That being so. they
are saying that they are not in any
way laying their hands on the super-
structure of this Companies Bill but
they are trying to suggest some remed-
ies which will eradicate certain evils
and malpractices that are going on in
‘the management of these companies.

My hon. friend, Shri Vallatharas—I
am glad that he is here now—vigor-
ously attacked the whole company
system in India. He said that it was
a.-bad legacy from the past rulers and
that it does not deserve to be continu-
ed any longer. He said that the
managing agency system should be al-
together obliterated and it rhould be
given absolutely no scope in the
management of the industries and
that the common man should be
brought in the picture. He would like
the whole law to be simplified. It
should in no way be complicated as
it is now. It should not be a para-
dise for big lawyers or big industri-
alists. The ordinary man should
come in and develop the industries of

this country. Ifail to see how
an ordinary man can take the
place, set up all these indus-

tries, and continue and develop them
under the circumstances that obtain in
this country. My hon.” friend last
year, when he was speaking on the
Budget, said let the government of
this country be given in his hands and
in a year he would nationalise the
whole thing. Of course it is8 a very
gallant attempt. But I would like to
say it will lead to nothing but chaos,
and thereafter the deluge. That
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would be the result if he would with-
in a year force his scheme of nationa-
lisation in all directions.

Shri Vallatharas (Pudukkottai): It
is not in respect of the Government
generally that I said so. But when
the hon. Minister for Production stat-
ed in respect of the Machine Toal
Factory in Bangalore.. .

Mr. Chairman: Is the hon Member
rising on a point of order?

Shri Vallatharas: It is a point of
order and some connected informa-
tion I have to give by way of per-
sonal explanation as I should not be
misunderstood to have said that I
want to sit alone on the  Treasury
Benches and  achieve everything.
That is misleading. I said in respect
of a particular speech by the Minisier
of Production in respect of the
Machine Tool Factory at 3ang-
alore, to the Minister's observations I
replied that I would do it within a
year. It is not with respect to the
general administration.

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

TF AW, OF 99, OF Ay frem,
¥ WWE ®YIN W, WEE
TEIYUT |

An Hen. Member: What is the
meaning of it?

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

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

Shri G. P. Sinha (Palamau eum Ha-
zaribagh cum Ranchi): On a point of
information. May 1 know whether the
hon. Member wants that there should
be no check on the present system,
however corrupt it might be?
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Shri Altekar: My hon. friend has
not caught my point at ail. I have al-
ready said that the policy of the Gov-
ernment is to allow these industries:
to progress with the control of the
Government over their method and
manner of working. That is the essen-
tial factor. And the Government will
render assistance to them only whep
this control has been sufficiently and
well established, not otherwise. That
is the essence of the policy enunciat-
ed in the year 1948, and that is the
policy which has been followed even
now and will be followed hereafter.
There will be a very good and effect-
ive control over this private sector,.
and the private sector will progress
and go on with industrial develop-
ment only under the control of the
Government. That is the first and the
cardinal principle of allowing private-
industry to function in this country.
There should not be any sort of sus-

progress, the question is that they
shall have to go on under the particu-
lar pattern without any sort of hind-
rance and without any sort of great
blow to the general set-up under which
they are . If at all, as &
matter of fact, this private sector is
to function, then the structure cannot
l:fe materially altered, whether one
hkesornotthewnyithtunetioning
now. But of course it has tc be great-
ly controlled, it has to be greatly puri-
fled, it has to be greatly reformed so
that it will not in any way act in a
manner injurious either to the share-
holder, the public in general or the
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consumer. That is the important point
that has to be taken into considera-
tion; and that has been taken into
consideration while this Bill was
drawn up according to the Report of
the Committee which was specially
appointed for the purposes of sugges-
ting certain remedies. That is the
thing.

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

29 APRIL 1954

Companies Bill 6073

with the managing agency in an hon-
est, ] may say, in a way of great in-
tegrity.

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

Shri Altekar: I shall come to that.
It so happens that when they are car-
rying on these industries and running
them in the most efficient manner,
there are, during the course of the
great World War II, come into exis-
tence a lot of mushroom companies
which have caused great trouble and
which, as a matter of fact, are a cause
of great grievance for the general pub-
lic. But, those industries which were
functioning and carrying on good work
for the sake of the country will have
to be allowed to develop themselves.
For this matter, the great irfluence
which these managing agents are exer-
cising has got to be controlled; that
has got to be curbed and that has got
to be checked in a way so that they
may not have their own way in the
management of the company. The
Directors or the Board of Direc-
tors must have the wupper voice
in the set-up or rather the
structure. It has beean suggested
by the Committee. They have taken
into consideration all these facts and
they have stated that the Directors
under any circumstances must get the
upper voice; their's must be the most
effective voice and the managing
agents should not in any way have
their own way. From that point of
view they have made certain sugges-
tions and suggested amendments to
the old Act, and the Bill which is now
here before ud has been presented
in that light. Now, we shall see that
these managing agents cannot have
more than one-third number of Dir-
ectors on the whole. My hon. friend
Mr. Chatterjee made a grievance of
that. He said that if they are to have
only one-third, then the remaining
two-third would be against them. He
asked as to how it is likely that it will
function in a smooth and satistactory
manner and progress will be made.
This is the criticism that has been
levelled from the other side. of
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course, there is opposition to that from
this side saying that even that one-
third should not be there. The reason
is that though they would get only
one-third number yet if they carry
on the business in an honest and pro-
per way, they will get the support of
the remaining two-third. If they do
not carry on in the proper way; if
their method and behaviour is of a
type which deserves to be not suppor-
ted, then naturally, they will not get
any support. That is the position. 1
think this principle that has been laid
down; which has been suggested and
followed by Government with respect
to the strength of managing agency
on the Board is right and is a very
valuable and good reform.

Then I would like to point out the
general powers of the management.
The general powers as also the policy
that has to be framed by the Board
of Directors are in the hands of the
Board of Directors and the managing
agents will not get any great voice
therein. It has been suggested and that
has also been incorporated in this Bill
that the Board of Directors cannot in
any way assign their powers of gen-
eral supervision, powers of framing
policy and so on, to these managing
agents, because these powers must re-
main in the hands of the Board of
Directors who are the representatives
of the shareholders. This is a very
important point to be taken into con-
sideration. When we remember these
things and when we pay proper atten-
tion to them, we shall find that the
ultimate power, the real power of con-
trol is vested in the Board of Directors
and not in the managing agents.
Again, some suggestions and amend-
ments have been expressed which
have been incorporated in this Bill

regarding these Board of Directors.

They are very effective and given pro-
per consideration, the Board of Direc-
tors will single-heartedly do thelr
work. That is one of the important sug-
gestions which was made and ac-
cepted. The suggestion is that no firm
or any company can be on the Board
of Directors and that they should be
individuals. This is a very important
suggestion because the responsibility
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tor, which is 65 years. Here. i
oounu'y.ﬂwrearewmemrectm who-
are the Directors of as many as 65
companies or more. There are many
who are serving on more than 30 com-

panies on which an individual is ser-
ving as a Director is not more than
ten. Therefore, here, when the limit
is to be brought down, it is placed at
20 and the age-limit has been fixed at
65. These are points of great contro--
versy, and I am sure, in the Select
Committee there will be a great bat- |
tle over these two questions. So far as
the age-limit is concerned, our BRBill,
1 may say, has effected a sort of com-
promise between the suggestion of
the Committee and the opinion expres-
sed by the other side which said that
it should not be any limit as of 65
years! The Bill that is before us here
says that, normally no person can ser-
ve as a Director if he is of more than
65 years of age, but if in certain cases
it is found, and the general body pass-
es a resolution saying that this parti-
cular limit should be disregarded, or
that it should not in any way take
into consideration the number of ad-
vanced years of a particular person
who serves as a Director, but lock to
and take advantage of his unimpaired
capadty, then the concession has
been given. We know that persons of
more than 65 years of age are doing
very great service. They are serving
to the best of their abilities even now
in this country. I know of a very bri.
lliant article written on the Sankhys
system by Dr. Bhandarkar when he
was 80 years of age. I know many
others who are over 70 years of age,
but have rendered yeoman service to
the country. Therefore, if in the opi-
nion of the general body, it so appears
that a certain person should be given
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4hat particular concession, and that
his services are indispensable, then
they may do so.

The point is, somehow or other, a
way has been found by which the
Board of Directors will have the
upper hand. There will be on the
-‘Board of Directors, persons who will
be very capable, wielding great
influence and who would not allow
these managing agents to have in any
way, their own way while they are
managing the industries, That will be
the position under this Bill. I would
not go into more detailed particulars
with respect to that, but 1 will bring
one fact to the notice of the House,
that so far as the loans which are to
e contracted are concerned, these
loans are to be contracted by the
. directors, Unless and until they
sanction it, no lean will ever be con-
tracted. Then we find that the powers
of the managing agents have been
considerably crippled. The position
is that they cannot contract any loan
they cannot call for any remaining
amount of the shareholders’ shares,
they cannot take more than 124 per
cent. by way of remuneration from
the company. There were various
ways by which they were taking by
the back-door certain sums of money;
they have been plugged and closed
against them, They cannot be there
on the Board of Directors in a
strength larger than one-third. I beg
to submit that the scope for wielding
‘their power has also been curbed to
some extent. It will not be that
these things will happen and we shall
be able to see a paradise in a very
short time, because the systemm has
to develop and work. We shall have
to find ultimately what effect the law
‘that we are making produces. By the
amending law of 1938, they were given
20 years period for the purpose of mana-
ging agency. Now, that has been redue-
ed to 15 years and an extention—and
that too of not more than 10 years—can
‘be granted only during the last 24
-months and not before. When an amend-
ment came before the Central
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Assembly in 1936, great haste was
made by several managing agents
to get their terms extended. Now
what is provided by this Bill is this.
Only during the last 24 months, if
the Board of Directors and also the
shareholders in a general meeting
resolve that an extention should be
given, they will be given an extention;
not otherwise. These are the various
meihods by which we are trying to give
complete control in the hands of the
Board of Directors who are the
representatives of the shareholders
and curtailing the powers which. up
to this time, were enjoyed by the
managing agents. This problem is
being tackled. This is an attempt in
the right direction. Because we have
to function from the particular posi-
tion that we have taken namely that
ours is a mixed economy, On the one
gside there will be the public sector;
on the other side there will be the
private sector. No great blow should
be given in a way that will cause a
collapse of the system which is
functioning now, That is an impor-
tant point to be taken into consi-
deration.

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

* agents should be curbed and minimised

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

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

category of shareholders and the other .

is the category of creditors or depo-
sitors. Shareholders are, as a mutter
of fact, so diffuse and the shares are
also very small. If they could properly
exercise the power of electing directors.
their position will be safe in the hands
of their representatives. So far as the
creditors are concerned, I beg to submit
that sufficient care has not been taken
and I have to make some suggestions,
for the consideration of the Select
Committee. From the information
which I have regarding Bengal and
Maharashtra, I find that the creditors
have had a rude deal. As many as
25 to 30 companies went into liquidation
and about 20 to 30.000 depositors have
come to grief. The loss whith they
have suffered in Maharashtra comes
to about Rs. 75 lakhs. During the
period of the great war, several
companies were floated and they went
into production. At that time, what-
ever was produced was being freely
consumed. The managing agencies
and directors could go on with a
business in a very lucrative manner.
Deposits were coming because there
were glowing advertisements in the
newspapers that such and such a com-
pany is in a very flourishing condition,
that there are such great and illus-
trious names on the Board of Direc-
tors, that such high rates of interest
were being paid to the depositors and
80 on. Many who had got small
savings invested them in these com-
panies. Amongst them were widows
and even school teachers with small
savings. 1 know of a case wherein a
widow who was granted a consolidat
ed maintenance of Rs. 16800 in »
court of law, deposited the whole
amount in a company and within six
months, the company went into
fiquidation.

Shri C. D. Deshmukh: What was
the rate of interest promised?
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Shri Altekar: The rate of interest
promised was high. I said that it
was due to this and various other
allurements that were made. 1ln this
way, the ordinary persons were not in
a position to understand their interests.
That does not mean that we should
follow the principle of caveat emptor.

Shri S. V. Ramaswamy (Salem):
Why did they get allured?

Shri ‘Altekar: Because they were ordi-
nary common persons.

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

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

Shri Altekar: It was more than 7
per cent. Therefore, when I am going
to make suggestions, I say that the
rate of interest should be checked
and the interest should not be more
than 2 per cent. over the bank rate or
something like that. That would be
a suggestion that I would be making
when I come to that question. Of
course, in the case of certain compa-
nies the rate of interest was very high,
and for the information of this hon.
House I may say that there were
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certain companies—private compa-
nies, of course—that were started, for
instance in the dairy business. They
said: “Give us Rs. 100 and for the
whole period hereafter you will get a
Ib. of milk per day. That ultimately
comes to 90 per cent. That is a well-
known instance in Poona, and I think
it is known to all my friends here who
come*from that area. There should be
a very eflective check on these various
ways of these self-seeking persons.
There should be hindrances placed in
their way and proper legislation fram-
ed from that point of view. As the
common people do not understand their
interests properly because they are
not business like in their behaviour,
manner and understanding, it is for the
Government and the Legislaturz to
guard their interests. That is an
important point I wanted to make,
because during the time I mentioned
industries were flourishing and every-
thing produced by them was consum-
ed. Several depositors were forthcom-
ing and if any one wanted back his
deposit it could be repaid out of the
deposits pouring in from others. But
what happens in the case of compani-
es is that the money deposited with
themn is invested in long-term invest-
ment or rather for purposes of machi-
nery, or in some other manner it 1s
practically locked up, ani what the
depositors want is that their deposits
should be available in g ligquid form.
Their money should be accessible to
them as early as possible when their
deposits become due, but the companies
will not be able to do so particularly
in a time when there is slump as
we see now. Therefore, all these depo-
sitors have come to grief. We should,
therefore place some ceiling on that.

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

“The Government of Bombay

after examining the financial posi-
tion of some of the companies in
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the Deccan, has come 1o the con-
clusion that a provision 1o check
such deposits is necessary in the
Indian Companies Act. It is ac-
cordingly recommended that it
should be provided in the statute
that the Memorandum and
articles of Association shall pro-
vide a maximum for deposits,
such maximum not to exceed a
limit laid down in the statute
itself.”

And this particular suggestion has
also been accepted by the Committee,
and they have made a recommendation
that there should be a certain limit to
the accepting of deposits, and they say
that it should be equal o the aggre-
gate of the share capilal subscribed
plus the free reserve fund. That is
what they have suggested and that is
what has been accepted alsc in clause
272 (d) of the Bill which is now
before us. But there is a proviso to
that also, that the direciors will not be
in a position to contract luans for a
higher limit but if they are authoris-
ed by the general body of shareholders
to exceed that limit, then they can do
so. From the point of view of the
shareholders, this may be a valuable
thing, but it is certainly not so from
the point of view cf the creditors and
depositors. The position 15 if a certain
company is in difficulty and wants
more funds, the shareholders think that
their money is going away in any case,
and so if the directors by way of
some magic, by taking more loan or
greater credit improve the situation,
let us give them a free hand. So, the
shareholders do not stand to lose any-
thing more. The directors, of course,
will try to seek their own luck ard
they would contract more loans, but
the poor creditors and depositors will
suffer. From this point of wview [
would like to suggest that there should
be a ceiling for the acceptance of these
deposits. These deposits should not in
any case exceed fifty per cent. of the
aggregate of capital subscribed and
the free reserves, and if at all they
want to have more credit, then it
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should be at their own personal risk,
and the depositor should have the
right to proceed against the directors
and the shareholders, as these want
to run that risk in their own personal
interest. Therefore, I think that such
a ceiling is necessary and the Select
Committee should take into consi--
deration this aspect of the matter.

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

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

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

I know that when even the prefer-
ence shareholders are, with great re-
luctance, given the power to vote,
under certain circumstances, they may
not like to have a representative of
the ordinary creditors and depositors
on the Board of Directors. There-
fore, 1 have suggested that if such a
procedure is not congenial or agree-
able, the directors and managing
directors should take the deposits at
their own risk, because, they should
not, in any case, bring the interests
on the creditors into danger.

Then there is another point to which
Mr. Chatterjee has already referred.
I would only bring one aspectof it to
the notice of the House, viz., that the
most important suggestion that was
made by the Committee with respect
to the central authority has not in
any way been accepted by the Gov-
ernment. They have made two sug-
gestions, but they are more inclined
towards the acceptance of the central
authority. They proposed that there
be a department for joint stock com-
panies—it may also include along
with that banks ag also insurance
companies—and there ghould be power
of supervision which is carried out by
the Government with vigilance by a
department which is wholly and solely
devoted to that. Otherwise, even if
the powers are there, how are they to
be exercised? We . know that the
memorandum and articles of associa-
tion and other records have been sent
to the Registrar. They remain in his
office. But nothing is being done, and
he has not even got the time to read
all these things. So, there is no
effective check maintained by the
Registrar. If that is to be the posi-
tion, what great advantage will be
had by merely incorporating so many
checks in the legislation without mak-
ing suitable provision for putting them
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[Shri Altekar]

nto effect? That is the great dith-
culty before us. In the course of his
speech, the hon. Finance Minister
simply said that there will be a
Registrar. But he has not made it
clear how and in what manner the
Registrar will carry out the responsi-
bilities entrusted to him, to the great
satisfaction of the country. Therefore.
I would suggest that either of the two
courses which have been suggested by
the Committee might be accepted by
Government. Otherwise, the Registrar
—whoever may be appointed to that
post—will not be in a position to do
justice to the complaints that come
before him. They have alsp suggested
that there should be a department in
charge of these companies.

Mr. Chairman: The hon. Member
need not repeat what has already been
suggested by other members.

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

Another point that I should like to
suggest for the consideration of the
hon. Finance Minister ds regarding
certain types of companies, which
cater to the needs of the general
public, such as the electric supply
companies. They are intended to
cater to the needs of the whole popula-
tion, and if they are in the hands of
private companies, they would not
properly look to the intsrests of the
people, and they would not be subject
to all the salutary provisions of the
Indian Companies Act as the public
companies are, Therefore, I would
suggest that the concerns of a publis
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utility nature should be public limit-
ed companies, and not private com-
panies, or private individual.

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

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

S8hri Mohinddin (Hyderabad City):
May T suggest that some time-limit,
say half an hour, may be fixed”
Otherwise, we may not have time for

the many Members who want to speak.
(Interruptions)

Shri A M. Thomas (Ernakulam):
We have enough time for everybody.

Mr. Chairman: I think we have
enough time for everybody, but later

on, if necessary, we shall adjust our-
selves.

Shri V. P. Nayar (Chirayinkil): :
propose to confine my remarks only to
the most important subject, which i3
dealt with in the Bill, and upon which
there has been a controversy here in
this House, namely, the managing
agencies,

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

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

“In origin, essentially, the result
of British enterprise in India, the
system was gradually developed
by the pioneering efforts of the
older British managing houses,
which were the first to realise the
potentialities of economic develop-
ment in this country, when the
responsibility for carrying on the
trade between Britain and India
was transferred from the East
India Company to private traders
and merchants. The geographical
factor of long distances from the
ports to the centres of production
of the few extractive and agricul-
tural industries, which were the
first to receive the attention of
these business houses, facilitated
the growth of this system, while
the absence of an investing class
and the lack of even the elemen-
tary facilities which were else-
‘where provided by a capital
‘market brought the trade and in-
dustry of this period more and
more under the control of the
managing agents, who in many
cases povided hoth finance and the
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promotional services necessary for
the floatation of new undertakings.
Thus, history, geography and
economics all combined to create
and develop a system which, in
some of ils distinctive features.
still retaing its unique character.”

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

I have got with me here a Report
by the Indian Tariff Board—probably
this was written when 1 was in the
primary school—which summarises
the views of the pravious inquiry com-
mittees, and says:

‘The managing agency system
as such, has previously been ex-
amined by the Indlan Industrial
Commission who arrived at the
conclusion that ‘“‘the system is in
many ways well adapted to pre-
sent conditions in India and has a
far greater list of successes to its
credit than can be shown by ordi-
nary company management under
individual managing directors™.
The main criticism of managing
agents to which the Industrial
Commission gave expression was
that “they showed undue conserva-
tism by their reluctance to embark
on new ventures and their
tendency to develop commerce
rather than industries.” ’
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Even before that, the Tarif Board
had in the evidence before it, very
many adverse criticisms about that.
Subsequently the Banking Inquiry
Committee which made a detailed
probe into it, even in its majority
report observed that ‘attempts should
be made to make industrial enter-
prises in Inida less dependent on this
system for future development’.
Although this was the line taken by
the majority report, the minority re-
port in that was categorical and it
went so far as to say that the system
was old-fashioned and had outlived
its utility. This was in 1932 and after
four years when the Congress func-
tioned as the Opposition in the Central
Legislature. .. ' :

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

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

Now, what I object to is this: that
in the whole report the actual state
of affairs in which managing agencies
exercise hold on industry has not been
appreciated at all. Even the most
fundamental distinction that in° this
country there are managing agencies
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owned by British monopolists and
there are managing agencies owned by
Indian monopolists has not been drawn.
I shall make an attempt to give some
figures; I am sorry Madam, I shall
have to resort to some sources other
than those of Government.

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

“I am told that we have mno
such information on both points
raised by you. The managing
agency system is a general prac-
tice in the organisation of the big-
ger companies in this country. We
do not distinguish between com-
panies run by managing agencies.
and others in regard to their pro-
duction or ligquidation™.

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

(Mr. DEPUTY-SPEAKER in the Chair]

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

Shri C. D. Pande: He has become
wiser now,

Mr. Deputy-Speaker: No. no. The
hon. Member need not decide my
intention. ’

Shri V. P. Nayar: Then I say, please
let us look back on the origin of
these Managing agency houses. I
agree that this system grew under
certain very peculiar conditions. We
know that when the monopoly of the
East India Company was broken,
Indian industrialists were not prepared
to take up the industries. They did
not have the finance, and in fact Bri-
tish finance capital was reluctant to
advance loans to enterprising Indian
industrialists. It is at this time that
wou find that the British people who
had come to this country, who had
known the immense possibilities of
this country in natunal resources and
who had a Government which suppor-
ted the exploitation of this country
and with all political advantages over
this country, such people with liquid
cash wanted to control certain indus-
tries. They did it. If you go through
the history of most of these managing
agency concerns, you will find that
they have had small beginnings. And
what is the present stature to which
they have grown in these few decades?
That is the point. It is, in fact, his-
tory; there is geography also. 1Its
economics was the economics of loot,
of imperialist exploitation of this coun-
try, and not the economics which ihe
learned authors of the report try to
pose. The problem has not been un-
derstood in the correct perspective. If
only it had been like that. this report
would not have been before us today.
\

I want to give some figures also
later on, but I would start by saying
that India's industry is mostly con-
trolled by managing agencies. 1In
almost every managing agency, you
will find all things which you do not
want in a business house. I do not
want to refer to particular frms—
though, where I have figures [ shall
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give the name of the particular firms
also. In the economy of our country
today, I find that 30 British managing
agency concerns function in wvarious
industries covering almost every field
of economic activity. In 1952, they
controlled about 680 companies. The
smallest of them, for example, Parry
and Company, had only 3 companies
under them, managed by them; but
glant concerns like Andrew Yule and
Company, for example, had 58 con-
cerns under them, the Bird Higglers
group had 57 under them and McLeod
Beg Dunlop group had 60 companies
under them. When we put certain
questions, the Ministers avoid giving
categorical answers. I very vividly
remember, Sir, the other day when a
question on investment of foreign capi-
tal in the coal industry in India and
the percentage of control over produc-
tion of coal came up and when I put a
supplementary, the hon. Minister of
Production turned round and said that
British capital was only to the ex-
tent of 10 per cent. It is not a question
of capital which is invested in the
industry which determines its con-
trol. I say that the coal industry is
controlled—the management of th=
coal industry is controlled—to the ex-
tent of at least 80 per cent. by foreign
capital. That is the way in which
British capital by spending an unima-
ginably small figure is able to exercise
an unbelievably big control also.” I
shall give certain details about that
also. This is a very clever way, a very
calculated way of finance which 1s
resorted to for imperialist exploitation
of a country with a colonial economy.
That is exactly why the managing
agency system, if it is so good for busi-
ness organisaticns, is not found in
other countries which are not colonial.
It is not that England has so much
of the managing agency system. May-
be the hon, Minister may get up and
say that at this stage in the economic
development of England, the managing
agency system is not necessary. But
even during the earlier stages oy deve-
lopment of British industries, the
managing agency system did not ex-
ercise the stranglehold which it exer-
cises over India’s industry today.
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It is not only in respect of the coal
industry that British. managing agency
firms have such contreol. Take, for ex-
ample, the following. I have jotted
down some of the figures here. It is
estimated that more than 90 per cent.
of the pertrolium industry is in their
hands. Then rubber is over 90 per
cent. in British hands—not the capital
actually invested but the controiung
capital. Jute is over 90 per cent. in Bri-
tish hands. Then iea, coal—everything
—over 90 per cent. of the entire indus-
try in India is controlled by foreign
capital operating with negligibly low
level investment, controlling the
entire..

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

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

Shri Bansal: Where is this informa-
tion from?

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

Shri Bansal:
Memorandum?

Cabinet Secretariat

Shri V. P. Nayar: It was publicised...
Shri C. D. Pande: Will the hon.
Finance Minister enlighten us as to
what this Cabinet Secretariat Memo-

randum is about, that has been pub-
lished.

Shri Bansal: To which Memorandum
is he referring to?

The Minister of Finance (Shri C. D.
Deshmukh):I cannot refer here to any
Cabinet Secretariat Memorandum.

Shri V, P. Nayar: It has come out in
the Press—I do not remember in which

Presg it was reported. It has come In
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more than one Paper and it hag never
been contradizted by Government sour-
ces.

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

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

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

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

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

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

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

Mr. Deputy-Speaker: The hon. Mem-

ber need not say that it is my Goverm-
ment.

Shri V. P. Nayar: It is yours as well
as ours. A study.pf the summary of
capital and lists of shareholders for a
quarter of a century as available from
the Registrar of Joint Stock Compan-
ies’ Office, Calcutta is given here. It
‘s stated on page 151 of the Industrial
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Finance in India—a book written by
Professor Saroj Kumar Basu of the
Calcutta University, certainly not a
communist. If I read out 10 you some
figures, you will find g5 1 told you, how
small the investment is and how big ihe
control is. Particulars reiating .0 Auk-
land Jute Mills Ltd. run by tne mana-
ging agency of Messrs. Bird and Com-
pany show these facts, In 1909 out of
the total investment in the above Mills,
Bird and Company had only 2'1 per
cent. and in 1934 it was 2'4 per cent.
In 1906, 10°2 per cent. of the total in-
vessment of the Naihati Jute Mills
Company Limited was owned by
Messrs. Heilgers and Company but
in 1934 it was only 8 per cent;
similar is the case of the Kelvin Jute
Company Limited. 4 per cent.
of the total capital was invested by
Messrs. Mcl.eod and Company, the
managing agency firm. =

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

This is the way in which British
managing agency firms conduct them-
selves with the various industries
which they are supposed to run. In-
spite of such meagre investment, g5 1

29 APRIL 1954

Companies Bill 6094

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

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

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

It is an important feature to be not-
ed from the list that except Mr. A. D.
Shroff, and probably one or two others,
no top class business magnate is on the
board. That is the way in which our
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[Shri V. P. Nayar]
organic link with the British managing
agency houses functions. Our top
businessmen have already hugged the

foreign investors and function as
their collaborators.

Shri Bamsal: May I know the date
of publication of this document?

Shri V. P. Nayar: It is dated 1953,
May.

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

Shri V, P. Nayar: You can give me
a list of companies which have passed
on or changed hands.

Shri Bansal: 1 can say that in res-
pect of all these companies.

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

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

Shri V. P. Nayar: Perhaps Mr.
Bansal means that the companies
‘ managed by the managing agents
have come to Indian hands. I am
sure the managing agencies them-
selves have not gone to Indian hands.

Shri Bamsal: They have gone.

Shri V. P. Nayar: When Mr, Bansal
gets an opportunity, it is open to him
to contradict it.

Shri C. D. Deshmukh: Mr. Bansa)
would not have an opportunity to do
s0 because he is on the Select Commit-
tee. He has obviously a lot of infor-
mation on this point.

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

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

Shri V. P. Nayar: I was referring
to a point to say that the British
managing agency houses were trying
to show to the public that they went
on associating more and more of
Indian Industrialists. I was arguing
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that even in doing so, they did not take
top class people or top class Indian
businessmen who have experience,
i.e. Tatas, Birlas, Singhanias etc.
For example, I can refer to the case
of one gentleman, namely Shri K. P.
Goenka. He has been taken in the
board of directors of one of the foreign
managing. agency firms.

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

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

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

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

Shri V. P. Nayar: What I am sub-
mitting to this House is this. There
have already been two views on this
point. One was that managing agency,
as a system, should be scrapped here
and now. The other was that it should
be allowed to continue. Even Mr.
N. C. Chatterjee took the latter view.
My personal view is that the manag-
ing agency has to be scrapped here and
now. But how am I to put it? Is it
enough for me to say ‘scrap it’ and sit
down. I am building up an argument
to show that an appreciation of the
present nature of the managing agen-
cies has not been made in the Report
which has started from a very
wrong angle and has seen the whole
question from a wrong perspective.
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Shri 8. V. Ramaswamy: If you
scrap it, are you proposing an alter-
native?

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

Shri V. P. Nayar: That is exactly
what I was submitting. I was only
submitting that the most fundamental
question relating to managing agency,
namely, that those of British capital
control more precentage of our indus-
tries than Indian agencies, even that
has not been referred to in that Re-
port.

Shri Matthen (Thiruvellah): May
1 know what the hon. Member's view
is about Indian managing agents?

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

Mr. Deputy-Speaker: He may leave

alone the Report. ‘Now we have the
Bill before us.

Shri V. P. Nayar;: My difficulty is,
Sir, that you were not here when
I started. I said at the very begin-
ning that the edifice, the super-
structure of the Bill has been built
upon the foundation of the Report
of the Committee. And so I wanted
to show that all the fifty-two clauses
which are here before us have been
built up on a wrong foundation and
shaky foundation—and I am trying
to shake that foundation more, I
shall read this and then go to the
Indian managing agents, as the
House seems to be more interested
in knowing what they are.

To resume the trend of my argu-
ment, I was submitting to you that
after Partition there was a tendency
on the part of British managing
agency houses to create the impres-
sion that they wanted to associate
more of Indian people in their
boards of directors. And they did
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not care to choose the top class
people in our industry because they
were already in close collaboration.
As a specific example I say that even
the gentlemen whose names I have
just read had their past connection
and participation with British firms
and firms under the management of
those managing agencies. I can give
any number of examples for this.
You will find for example Mr. K. P.
Goenka—] do =0t know who that
gentleman is—who was a director of
the British managing agency, Octa-
vius Steel & Company, holds direc-
torship of three coal companies
managed by Shaw Wallace & Com-
pany and another managed by Bird
-Heilgers, of three jute mills under
Bird-Heilgers and Duncan Brothers,
of the Titaghur Paper Mills- under
Bird-Heilgers, and Cheera Chhatak
Ropeway Company under Gillanders
Arbuthnot & Company. Mr. Bansal
seems to be very much excited, and
I find somewhere later his name is
also coming!

Shri Bansal: 1 have never heard
of this book, rest assured.

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

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

12 NOON

My point was that although they
created the impression that they
were taking more of Indian business-
men in their directorship, they were
particularly careful not to choose
Indian businessmen who had by their
own expericnce tried to adopt things
in Indian industry, and they were

~
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careful to choose only from the
ranks of those who acted against the

country’s interests by associating
themselves during the time of the
national movement, with  British

capital in this country.

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

Shri V. P. Nayar: I do not want to
g0 on...

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

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

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

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

Shri Punnoose: For long hours we
have been listening to arguments
founded and unfounded, ir favour of
the managing agency system. Now
they will not allow us to proceed.

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

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

* and figures which throw a lot of light
on the kind of <trangleholi that these
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managing agencies have on India's
economy. I want the hon. the Finance
Minister later on to tell me, if his
junior is not in the know of things.
as to what percentage of the total
production in the country is controlled
by foreign agents, and how much of
them by the Britisn.

I was arguing with facts and figures
because I find that it is not a mere
question of whether we should have
the section, here or another there or
whether we should have slight changes
here and there. The whola question
is whether we should at ali have this
Chapter on Managing Agencies and
whether we should not revwuest the
Select Committee to do away  with
this Chapter completely, because this
system has been operating in such a
way that India's industry can mnever
get out of its clutches until by legis-
lation we are able to stop it.

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

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

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

Now, Sir, what was left over during
the course of development of the
British managing agencies, has been
taken up by some of the Indian finan-
clers. It is not that the Tatas, Birlas
or Dalmias grew up ali of a sudden to
their present gize It was also a pro-
cess of gradual growth. When the
British  industrialists and British
managing agencies left, some sections
of the industry, probably it is due to
the enterprise of the so called leaders
of the industries who had liquid
money—probably, so I have not gone
into details—grew up into monopolistic
position, thanks to the flourishing
blackmarket which this Government
has been allowing and thanks also.to
the black-market which the predeces-
sor Government has been allowing.
They have enormous capital in their
disposal. It is not always the question of
how much money the Indian managing
agency owned by Birlas, Tatas or Dal-
mias has invested in a particular indus-
try. What matters is always the con-
trol which is exercised over the Indus-

try. The thing is this, that there are -

I~ts of people who manipulate and see
that the companies which are managed
by managing agencies do not show
profit. In this connection, Sir, some
hon. Member wanted some instances,
and I can quote any number of instan-
ces. My hon. friend Shri Chatterjee
has referred to the great services of
one of the members of the Cummitee,
Shri J. J. Kapadia. 1 have a copy of
an article here, written by Shri Kapadia
in 1949, which was published in the
Statesman, where I find that the
managing agents operate in a way to
cheat the public. and that is very well
described by Mr. Kapadia himself. Of
course, he is a man—as Mr. Chaterjee
said—of unaquestiomable authority iIn
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these matters, and it is Mr. Kapadia
who says this:

“Qur Secretary wbo inspected the
share register ¢f Bennett Coleman
& Co.'Ltd.. last year found therein
remarks to the effect that a number
of shares registered in the names of
the above gentlemen were heid by
them as trustees for Dalmia Jain
Char-itable Fund.”

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

“We have examined reports of
the auditors Tviessrs. A. F.
Ferguson & Cc,cp the accounts of
the two mill companieg for the
year ended 31st March, 1947 which
contain startling disclosures with
regard to the many objeciionable
methods and practices followed by
the new management.

The auditors have drawn attention ta
several transactions of loans and .d-
vances as between the two mill com-
panies and the companies in the Dalmia
Jain group.”...

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

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

It is very easy. Sir, for you to say
that a director of a managing agency
firm should not be a director of more
than two or three companies. I do
not want to go into details, but, how
are you going to prevent it? The ho:.
Minister knows that in most of the-
monopolistic managing agency con-.
cerns, all top officials are either thei:
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own very close relations or their em-
ployees. Take, for example, the Bha-
rat Insurance Company. W]m are the
four directors of the compamr" It is
not necessary for me to say that all
of them are in one way or the other
xelated to the managing director him-
self, or his dependant.

The Minister of Agriculture (Dr. P.
S. Deshmukh): However, incompetent
they may be.

Shri V. P. Nayar: It is certainly not
-a disqualification for this Government!
1 am reading out an extract from the
speechk of the managing director of
Allen Berry & Co. Ltd. you know, that
in 1946 or 1947—I hope Mr. Bansal
will correct me if I am wrong—an
aviation company was floated with
Dalmia Jain Limited as managing
agents which had very little to do with
aviation. I think originally it was
floated with a capital of Rs. 40 lakhs,
but subsequently it was raised to
Rs. 3'5 crores. But, the company did
not operate Air services as was re-
quired; but they invested all the
smoney in certain purchases of surplus
army disposals from the American
stores. Here is the speech of Shri
Dalmia himself:—

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

Ramakrishna Dalmia, reported
in the Statesman as speak-
ing for and on behalf of
Allen Berry & Company)

the entire lot of American sur-
plus vehicles in India. I have al-
ready brought to your notice that
we are able to get the best vehi-
cles ever disposed of as surplus
by any army in India. The claim
is substantially proved by the
fact that during the past four
months by a 10 per cent. sale of
your stock, your company has
been able to move in 25 per cent.
of our investment.”
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This is from Statesman published
from Calcutta on 13th March 1947.
So, my point is that, companies are
floated, the public subscribe to it,
and afterwards the companies do not
function in a manner for which the
subscription is raised. An Air Lines
company, of all companies, invests in
purchasing second-hand vehicles from
American surplus stores, and the
Managing Director says that after
disposing of 10 per cent. the com-
pany has already earned 25 per cent.
of the total value. The total pur-
chase for about six or seven
crores of rupees, I know that a
jeep which was purchased by them
for Rs. 1,000 or so was sold by
them for Rs. 5,000. The record of the
original company will not show all
this. It is all controlled by manag-
ing agents. How are you, by the
privisions which you have brought in,
going to check this? That is the
question which I would like to ask.

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

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

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

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

Sir, in this context we must also
think of some other ways. I have
read the report fully. Shri Deshmukh
will be pleased to know that I have
also gone through some of the previ-
ous reports which were available.
Now, I ask Shri Deshmukh through
you, Sir, whether the report has
specificaMy pointed out any particu-
lar form of corruption in its details
.as practised by the managing agents?
Is there any description of the modus
operandi or the particular way in
which the public are cheated by these
managing agents? Is there any des-
cription of the manipulation of ac-
counts, which Shri Deshmukh knows
for certain is going on in almost
every monopolistic managing agency
firm, both foreign owned or Indian?
Without all that, how are you going
to formulate rules? How are you
going to make the regulations? He
does not know where he stands? Gov-
ernment comes out and sgys, we have
50 provisions, they will curb the acti-
vities of the managing agents? But
how? I will give a specific instance
which I would like the hon. Finance
Minister to bear in mind. I have a
pamphlet with me which I shall give
to him later on if he desires. It gives
details of the unlimited means avail-
able to the managing agency to cheat
the companies which they manage.
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There is, for example, the Rohtas In
dustry, Dalmianagar, a public limited
company, of course, manufacturing,
I understand, cement and paper. Is.
it not?

Some Hon. Members: Yes.

Shri V. P, Nayar: 1 am citing this
from this pamphlet. Their selling.
agents always see that the sales will
not be entered properly. The produc-
tion willbe shown as 40 percent. and
the sales will be of the entire percen-
tage. The selling agent may be a
private limited company or it may
be a company directly under the
managing agests themselves, or the
managing agents themselves. I am
not referring to the Rohtas. The
managing agency appoints the selling
agents; it also appoints the buying
agents. Suppose the production in a
factory is 100 tons, this is not entered
in the books, The managing agency
manages the affairs and manipulates
it in such a way that instead of 100
tons, it is written as 60 tons or 40
tons. The balance is taken. The
organisation is a private organisation.
It is the managing agency firm which
appoints their own men, their own
brothers-in-law and sons-in-law as
the selling agents and buying agents.
They sell the entire production:
and the black money comes. Where
is its check provided for? How can:
you prevent this under the present
rules? Are not the Government
aware that every Managing Agency
does this sort of muddling? Are not
the Government aware also, I ask
Shri C. D. Deshmukh to be very frank,.
as he is always with me,......

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

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

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

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

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

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

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

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

Shri Radha Raman: The hon. Mem-
ber should have some consideration

of time. It is already an hour since
he has been on his legs.

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

Shri V. P. Nayar: I will conclude
before that; but I would like Shri

Radha Raman to purchase anothe:
watch, Sir.
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What 1 was saying was this. This
company's (Rohtas Industries) selling
agents had entered in the records—i
am saying from this pamphlet—only 60
per cent. or so of what was actually
produced. This Income-Tax Investi-
gation Commission had, by this time,
started investigating into the details
of certain companies in the same
group. Naturally, they got very mucn
frightened and panicky because inthose
days, when the Income-Tax Investiga-
tion Commission had started function
ing, nobody knew what would be the
result. They did some good WOork
also. At that time, this company was
split into eight companies. The idea
was that if there were eight com-
panies, the records of one will be at
Cape Comorin and another at Kash-
mir and the poor Income-Tax Investi-
gation Commission canncot get access
to all these records. I can even give
the names of the companies into which
this Dalmia Cement and Paper Market-
ing Company were split. The names
are here. I am speaking subjeqt to
correction. The subject of discussion
is not Shri Seth Ramakrishna Dalmia
or Shri Ghansyam Das Birla or Shri
J. R. D. Tata. I have to bring to the
attention of the Government and this
House that, as the British managing
agency has assumed an over-all con-
trol which is a very serious menace to
the growth of Indian industries, which
stifles the growth of Indian industries,
the tendency has been that the Indian
managing agencies to  which have
been left certain sections, have also
grown up to their present immense
size and they control not one or two,
but almost the bulk of the rest which
has been left by the British agencies.
Their actions have been referred ‘o
as shocking. There are ever S0 many
ways of committing fraud on the com-
panies which, are managed by them.
That is why I have wondered why
the managing agency firms are called
managing agency firms. In India, to-
day, the managing agency firms are
truly mismanaging agency firms.
Here is a report from the Times of
India which gives a description of
how one of the companies
Madhusudhan Ltd., Bombay,  was
purchased, how a man who was never
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known to business, was put in charge
of the managing agency firm with a
number of shares in his name. it
created quite a shock in Bombay
business circles. The heading is
“Unusual sum for agencies.” The
article says that it created «quite a
flutter in the stock exchange of Bom-

bay. This is the way in which
managing agency companies have
been functioning in India. I can

understand, the Government has no
.other alternative at present. 1 heard
Shri Altekar saying that the manag-
ing agency system has to stay be-
cause we are having a mixed economy.
‘This is a very strange conception of
,mixed economy. I never thought that
mixed economy can only be had if

there are managing agencies. I also
wish to point out to the House that
-Government have not taken suffi-
.cient care to rid this pest, this evil,

this parasite of a monopolistic manag-
ing agency organisation. We do not
now have finances and it is true
to some extent. They say that
-capital is shy. What is the reason for
it? Capital is shy because what little
<apital has been invested in industry

:goes to fill up the pockets of certain
‘managing agencies. That is one of the
Tmain reasons. There are other
Teasons also. Somebody said there
are no credit facilities. Why should
not credit facilities for useful indus-

iries be granted by the Government?
Shri N. C. Chatterjee of all persons
said this—I expected him to say
- this—and he championed the cause of
the managing agency system  being
continued as usual. As you know, an
eminent lawyer can always build up a
strong case from the weakest point,
After all, it is only the judge that
cvan decide. I have great respect for
the advocacy of Shri Chatterjee. I

heard him with great attention. But,
1 found that he also derailed on this
subject.

Shri Altekar: In the present con-
text of things.

‘Mr. Deputy-Speaker: Has he
finished?

Shri V. P. Nayar: No, Sir But I shall,
#r o few minutes.

29 APRIL 1954

Companies Bill 6112

My submission is that the Minister

of Finance should consider over and
again how in the interests of the
country this question of managing

agency has to be tackled. Whatever
others may say, there is no doubt that
the British managing agencies and the
Indian monopolistic managing agencies
control the bulk of our industries pro-
duction. I do not think he will dis-
pute that. There is also no doubt that
both the British and the Indian
managing agencies take away huge
profits which do not come within the
accounts which they keep. The hon.
Mr. T. T. Krishnamachari the other
day said. and said it with a sort of
assertive gesture, that British firms
know how to avoid tax, but they do

not evade the tax. Well, they do
both, and the Indian managing
agencies also. It is indisputable. So,

much

the point which I would very
urge upon the Select Committee to con-
sider is whether in the context of the
present cireumstances it is not possible
for us to do away with the managing
agencies also. It is indisputable. So,
which we have seen. It has given
over the growth of our industries into
the hands, into the clutches of certain
exploiting monopolists, whether they
are of foreign origin or Indian origin.
The entire private sector will suffer
by this, because most of the private
sector will be dominated by this. They
have all black money with them. They
have all had the good fortune to be
left out of the even slight rigours of
the income-tax law of this country.
It is only the other day that we found
that against one of ‘the topmost
businessmen in Incdia there was a case,
and that gentleman took  up the
matter—I do not give the name now
—to the Supreme Court for a writ
whether the Police should have en-
tered and searched his premises or
something like that. So, I say fhat the
Government must review the whole
situation and try to understand the
effect of managing agencies on India's
economy in the context in which wre
are placed today, try to follow the
historical growth of the managing
agency and also the way in  which
the economy of the country is certain
to be shattered if we are to continue
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this very pernicious, very abnoxious,
very vicious system which we call the
managing agency system.

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

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

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

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

Shri C. D. Pande: Russian capital?

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

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

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

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

Shri A. M. Thomas: For example the
Tata managing system, and I will be
referring to some of the facts and
figures that are being disclosed by the
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balance sheets of such managing con-
cerns. .

Shri B. S. Murthy:
Dalmia?

What about

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

Shri Matthen: I question that.

Shri A. M. Thomas: I will be coming
.tothat.

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

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

Shri Punnoose: Is it your point of
view that if we do not have the
managing agency system, we could not
have this industrial development etc.?

stated
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Shri A. M. Thomas: As a matter of
fact, we know that 80 per cent of the
joint stock companies in this country
is being managed by the managing
agency system, so that tha: discloses
a state of affairs in which people were
not prepared to come forward on their
own accord, without resorting to the
help or initiative of a managing agent
to start industrial concerns in this
country.

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

“The great majority of the wit-
nesses who appeared before |us
were anxious to mend ard not to-
end the system.”

It cannot be said that the memhere
of the Planning Commission cona:st
of any vested interests or the re-
presentatives of the managing agency
system. In the Planning Commission’s
report it is stated:

“The question of introducing
improvements in the managing
agency system is under the con-
sideration of the Government of
India...”

So, even the Planning Commission
has only contemplated an improve-
ment of the system and not a therough
abolition of the system at all. Tn the
subsequent portions of the Planning
Commission's report which are ex-
tracted by the Company Law Com-
mittee, it is stated that the details to
be worked out for amending the
system and making it as effective as
possible and to have this necessary
evil bereft of as many evi's as possi-
ble, were left to the Company Law
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Committee which was being cunslitut-
ed. It has been stated: -

“The working of the managing
agency systemm and the extent of
the abuses which it has brought
into prominence during the post
war period require to be carefully
investigated before any drastic
changes in the system are made.”

So, it is only changes that ~tihe
Planning Commission also conteni-
plates.

“This is being done by the Com-
pany Law Committee a* prescnt”.

My hon. friend from Thijaevellah
asked whether I could give instances
wherein the managing agency system
has played well. I have got with me
certain figures which will indicate that
the managing agents were not exploit-
ing and were not appropriating to
themselves a substantial portion of
the profits of any company, as has
been contended by my hon. friend
from Chirayinkil. An analysis cf the
balance-sheets of a few leading com-
panies would dispel such an impres-
Rion,

Taking the Tata Iron and Stee?
Company, we find that out of the total
trade receipts, 41 per cent has been
paid out for raw materials, stores,
power, etc.; 30 per cent has gone for
wages and salaries, including allow-
ances; 16 per cent is taken up by taxa-
tion and the provision for deprecia-
tion and reserves is 8} per cent and
1} per cent. respectively. These items,
of course, account for a little more than
84 per cent of the total receipts. Out
of the balance which works out to
5} per cent or so, 4} per cent gces as
dividened, and the commission for the
managing agents works out to a rere
one per cent or so of the total

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

Shri A. M. Thomas: Again take the
case of the Bombay dyeing and leading
textile units. There also. the figures
disclose....

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

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

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

Skri T. K. Chandburi. (Berhampore):
May I ask my hon. friend {o state the
proportion that this commissior bears
to the total profits?

Shri A. M. Thomas: That is the very
same question which was put to me by
the Deputy-Speaker. But I have 1ot
got the figures with me. Detailed
figures of the proportion paid to the
managing agents by way of remune-
ration in the different industries gre
not available, and I admit that.

Shri N. M. Lingam (Coimbatore):
May I know the source of your figures?

Shri A M. Thomas: The source of
the figures, as I said earlier, the
balance-sheets of these various com-
Panies.

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

Mr. Deputy-Speaker: Order, order.
Let there not be too many interrup-
tions. T J

Shri A. M. Thomas: The balance-
sheets of some other companies, espe-
cially the ones dealing with textiles,
cotton, jute, silk, printing, cement,
pPaper. matches, manganese, limestone
and tanneris, show that the proportion
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paid to the managing agents is be-
tween one to two per cent of tne total
income of these companies

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

We must also remember that in the
next Five Year Plan, what we have in
view is to give greater impetus to the
industrialisation of the country. The
emphasis that we had laid on the de-
velopment of agriculture in this coun-
try is going to be shifted to industria-
lisation. Several Members have already
emphasised the fact that several small
industries should spring up 1n diiferem
parts of the country, It is not enough
if industries are started in big cities
like Calcutta or Bombay, but they
should go to the interior of the coun-
try, and several townships should
spring up. Is it possible for Govern-
ment to start industries all over tne
country and give employment to the
already swelling population of the un-
employed? I would, therefore, say that
we must approach this quesiion from
a practical standpoint.

Bhiri N. M. Lingam: Are the present
managing agents prepared to do that?

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

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

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

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

Shri A. M. Thomas: We must under-
stand that there is every need for ex-
pediting the passage of this Bill. I
would not characterise the mction, that
has been tabled by Shri Vallatharas,
as dilatory. But I would submit that it
is inexpedient o send the Bill for cir-
culation, fo invite public opinion and
thus delay the passage of the Bill

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

20 APRIL 1954

Companies Bill 6118

—these figures are taken (rom govern-
ment publications. We find from these
figures that during the period 1949-53.
as many as 7,477 joint stock companies
have been formed, and you will be
surprised to know that as many as
3,487 companies involving a paid-up
capital of Rs. 25,5292,000 have gone
into liquidation. That is a very un-
satisfactory state of affairs. So, it is
very necessary that we should have a
comprehensive Bill as early as possible.
and do away with such companies
springing up in abundance which meet
with only the fate of liquidation.

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

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

" British pattern, And a wise decision

has been taken by the Government in
that it has thought fit to bring in a
consolidated, or comprehensive, Bill
rather than an amending Bill. And
because the Government has chosen to
bring in a consolidated, rather than an
amending, Bill, it should not lead to
the conclusion that necessarily the Bill
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is to be circulated for eliciting public
opinion. You will find that even in the
introductory chapter of the Company
Law Committee report it has been
stated that the wvarious points—which
have been raised by my friend, Shri
Vallatharas—have been met in the
very same report. It has -been stated
that the reports of Messrs. Dwarkadas
and Thiruvenkatachari formed the sub-
ject of 3 detailed departmental scruti-
ny in the old Ministry of C.mmerce
and later on a memorandum was cir-
culated to the State Governments and
other bodies for eliciting their opinion
and comments on the proposed legis-
lation. You will note that the Commit-
tee itself hasnot spared any pains to
take evidence and to hear all sorts of
representations and the labour that the
Committee has taken is torne out by
the contents of this report itself. It
has been stated:

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

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

When we enter into the details of the
criticisms that have been advanced
sgainst this Bill, what we have to con-
sider is that we have, as a matter of
fact, adopted what we loosely {erm as
82 ‘mixed economy’ and the private
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sector has got an established place in
that, so that there is no use saying
that we should have the private sector
and at the same time strangle it. Pri-
vate enterprise and initiative as a
recognised element in the economic
concept of the nation has been ac-
cepted in the resolution on industrial
policy adopted as early as 1948.

Mr, Deputy-Speaker: Has anybody
disputed it here?

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

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

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

So that what I was urging was that
we can have a law which is so stringent
that it is effective and can prevent any
activity which will even remotely come
within the frightening scope of the
provisions of this Bill. We must re-
member that an enactment of this kind
should not be a prohibitive or restrie-
tive law, but it has to be a creative
law. That must be the approach that-
we have to make. Company formation
is not a natural function, and it has
not been a natural function at all In
this country. From certain figures 1
have got relating to a period some two
or three years back, there are as many
as 99,000 joint stdck companies in the
U. K. whereas we have got. as 1 have
already stated, only about 30,000. Com-
pare the population of this country with
the population of the U.K., and also the
vastness of this country. There have
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been instances of mismanagement and
abuse of powers by entrepreneurs,
managing agencies and businessmen,
but a large proportion of them, I should
say, arises from the lack of vigilance
on the part of shareholders and the
failure on the part of shareholders to
put into effect even the few provisions
which are in the existing law. So tha'
I should blame more the shareholders
and the public in not being vigilant,
and giving full play to the evil effects
of the managing agency system.

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

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

Sir, I do not want to take the time
of the House by going into the details
of this Bill at this stage, but I would
like to anticipate my friend who is
not here, Dr. Lanka Sundaram. On
more than one occassion, the hon.
Finance Minister has said that he
may consider the possibility of
having a separate chapter in this Bill
relating to the companies which are
being formed by the State. Under
the Production Ministry. there are
several State undertakings. I con-
cede that this law mainly wants to
deal with the private sector. But
even then, mwe have deliberately
chosen the system of forming limited
companies with regard to several in-
dustrial undertakings that the State
has launched. It is very difficult to
know how the provisions of this Com-
panies Bill will affect them. Once
they are formed into companies, we
would expect that the provisions of
this Bill also would be applicable to
them. But it is very difficult to un-
derstand how, in view of the forma-
tion and starting of such companies
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by the State and in view of the
memorandum and articles of associa-
tion of these companies which have
been formed, it is possible to apply
the provisions of this Companies BillL
I should think that the Government
was itself alive to that; that may be
the reason why the Finance Minister
has said that he would consider the
necessity of having a separate chap-
ter to deal with such companies in
this Bill. I think that he would at
least refer to that since it has been
raised more than once. I wish he
referred to that in his opening speech
when he wanted this Bill to be taken
into consideration. I would urge on
the hon. Finance Minister to state
categorically what exactly the posi-
tion of the Government is with re-
gard to these companies which have
been formed as joint stock com-
panies—that is the State undertakings.

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

Mr. Deputy-Speaker: The hon.
Member has taken 25 minutes.

Shri A M. Thomas: I will take
five minutes more.

Mr. Deputy-Speaker: Hereafter I
am going to allow only 15 minutes,

Shri A. M. Thomas: Shri Barman
also referred to this point, namely
acceptance of the proposal to have
a separate autonomous Central orga-
nisation to deal with the administra-
tion of Company Law. The Commit-
tee itself has reported on the neces-
sity of that. I should say that the
arguments advanced by the hon. Fin-
ance Minister for having a separate
organisation under the Ministry of
Finance, Department of Economic
Affairs, rather than an autonomous
statutory body are not at all con-
vincing. I would say that by so many
clauses—clauses 17, 18, 10, 197, 219,
221, 222, 226, 228, 229, 231, 252, 273, 295,
and 302—sweeping powers are to be
given to the Government. Knowing
as we do the working of the Govern-
mental machinery, we think that it
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might lead to many abuses, It is like-
ly that these powers may be exercis-
ed in a bad way. It may also be
taken note of that when vast powers
are given by any enactment whether
it s in the interests of the country
or the public not to have the limits
t: such exercise of that power or the
criteria which will be adopted in the
exercise of that power. They are
also not prescribed by this legislation.
The abuses could to a great extent be
got rid of by having an independent
tribunal and leaving the administra-
tion to it.

Pl

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

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

Shri C, D. Pande: In the course
of his speech yesterday, the hon. Fin-
ance Minister made an observation.
He guoted Lord Cohen of England.
That quotation was very apt and pro-
per. I wish that we could have such
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an able and honest service in this
country. He said that for a compre-
hensive Company Law, an able ecivil
service is required. .

1p. M

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

The man who will be in charge of
this wvast organisation to control the
every-day life of every company in
this country, that man will be more
powerful than the Finance Minister
himself, I shudder to think that this
Parliament with all its authority will
not be in a position to curb the wil-
fulness of that officer. So I beseech
the hon. the Finance Minister, not to
create a machinery which has got the
power to interfere in every detail of
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the business. If it is your intention, managing director will show greater
to have such all pervasive authority, honesty and promote better morals
it is.better that you make up your of the business community in a great-
mind and say that henceforward there er degree? I have no illusions oi that
will be no private sector. There has type. Many of the hon. Members
been an attempt to prove that there might be knowing that even today
are managing agents who are doing there is a provision in law which for-
all sorts of mischief and are playing bids that no insurance companiescan
tricks with the public flnance and be managed by a managing agency.
public capital. It does not need any They are managed by a Board of
effort to prove that. The catalogue of Direciors and a managing director. So,
evils can even be increased to any is the case with banks. Insurance
length. Mr. V. P. Nayar quoted from companies and banks are necessarily
Ajit Roy, a communist author who has the two biggest financial institutions
. written a thesis, because he could not in any country. These can do much
get figures from official sources. more mischief than a cotton company,
Anyhow he has given some figures. I textile concern or a jute concern. So
.can multiply these figures for the mis- if you are prepared to put hundred
chief done by these people (An Hom. crores of rupees in the hands of a
Member: Do that). But this is no so- managing director, howsoever big he
lution. The question is whether you may be, do you think that he will
want to keep private incentive or not. handle it better than others. I can tell
The entire moral standard of the you, there have been cases of manag-
country is reflected by honesty or ing directors who have mishandled
dishonesty of our business community the bank’s money to a greater extent
and public servants. The officers are than any managing agency firm has
there. They belong to the same com- done of the money given to them by
munity, to the same land as you and any industrial undertaking.

I. Businessmen also belong to the

saine land. Most of us are eager to .. Mr. Deputy-Speaker: Does the hon.

be rich ourselves, but luck has not . Member suggest that even for banks
favoured us. We should avoid put- and insurance companies, there must
ting temptation to such persons who be managing agents?

wield authority and who havz no

means at their command to lead an Shr: C. D. Pande: No, what I say is

honest living. this, that mere abolition of manag- .
ing agency is no cure. Therefore. if at
Shri Altekar: What is the hon. all you are prepared to keep private
Member's remedy? sector, then you have to tolerate this

system and irnterfere less in its work-
" Shei 0. D. Pande: I will come to “ing.
that at proper time. - The main attack
has been on the managing agency. Punnooee: .
But nobody has so far said what is tnssl::nee mpam!::y tnc} a::;ks:r. cal:
the alternative. If private sector has continue - -and still live without any
to be' managed, there must be some managing agencies, why on earth

agency. After all, business does not ghould there be ;
spring up by itself. There must be for other busin e;:?y managing agencies

some man who takes the enterprise to
bring- capital, labour, machinery,

everything together to produce wealth. Shri C. D. Pamde: What 1 wish
The alternative to a managing to impress upon this house is ihat
agency is a managing director. Then because there have been greater
are you sure that if it is left to one frauds involving greater sums of
single individual, instead of to a cer- money in banking business and
tain firm of individuals who may insurance companies have diverted

form the managing agency, the single greater sums of money to their own
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interests, therefore, to put a manag-
ing director in the place of manag-
ing agency, is not a solution to the
problem.

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

Shri C. D. Pande: There have been

many instances. Those who come
from Bengal should know how the

insurance company's funds are
diverted 1or financing the concerns
they are interested in. 1 think

there are ever so many cases which
can be quoted particularly in regard
to banking concerns.

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

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

Shri V. P. Nayar said that there is
one managing agency for Bird &
Company, Jardine-Henderson, An-
drew Yule and Company and many
others. He mentioned several names;
I can give a greater list than that.
He said that one managing agency
firm manages 50, 60 or even 70 con-
cerns. Now, this in fact, is cheaper.
The managing agency system in
that context is cheaper than to have
60 or 70 managing directors, because
the managing directors of such big
concerns get Rs. 10,000 and Rs. 15,000
a month as salary all found, then
entertainments, big house, big cars
and so on. Perhaps one managing
director alone would cost—in a big
bank like the Central Bank of India
or the Punjab National Bank—to the
extent of Rs. 4 lakhs. Are yau pre-
pared for this instead of one company
managing 60 concerns where the ex-
‘penses may be Rs. 1 lakh each?
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I am giving this just as an indication
that managing directorship is no sub-
stitute to do away with the evils of
managing agency system. There-
fore, the best that you can do is to
make safeguards. Do not frighten
away the private sector, as Mr.
Thomas has just said that in the last
four years, 7000 companies came in-
to existence and out of that 3000
went into liquidation involving a
capital of Rs. 25 crores.

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

Shri C. D. Pande: I can assure you
that if you scrutinise the list of these
3000, you will find that many of
them will not be found to be mang-
ed by managing agencies because it
is the look-out of the managing
agencies to carry on the concerns
they take up. Onece they take up a
concern they are very reluctant to
let it go into liquidation as long as
they can help it. It is only new-
comers, the small ventures, which
float companies and then let them go
into liquidation. It is very easy to

create prejudice; it is very difficult F

to create new entrepreneurs, new
agencies, which will do business,
which will inspire the confidence of
the public. Suppose the Tatas float
a company today. Even the poorest
man is prepared to pay Rs. 10/- and

a company tomorrow, not a single
rupee will come,

Some Hon. Members: No, no.

8hri C. D. Pande: Neither have I
the money to meet the initial ex-
penses of investigation; nor can I
send a telegram to collegt any in-
formation. I do not know where
the Registrar’s office 1s. I do not
know even the elementary princi-
ples of how a company is formed,
What I want to impress is this that
here are certain persons who have
specialised in this line. There may
be 1000 or 2000 persons in this

take g share. If I, C. D. Pande ﬂoat«?
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country. You can curb their activi-
ties by such legislation as you have
saken up and it is also necessary as
this Act purposes to do. Iwhol-e-
heartedly support the main provi-
sions therein. But, at the same
time, I beseech the hon. Finance
Minister to bear this in mind. He
must see whether the result of this
legislation will be to increase the
tempo of investmemt in this country
or whether there will be a lesser
number of people who will venture
in new flelds. Today people think
that within the last four or five
years, so many companies and so
many new managing agencies have
come into existence. They are mis-
taken. Within the last four or five
years, not a single big business has
come into existence. No big manag-
ing agents are coming forward with
any proposals because they are now
afraid of the everyday happenings
in this House and the prejudice
that the entire public is displaying
towards them. If you want to
aggravate this situation, do by all
means. But, be prepared for this:
the private industry will not touch
anything in the future. If you want
that they should sit idle and mnot
carry on what they have been doing
so far, that will be to the detriment
of the country and Five Years Plan.

What I was alluding to in the
beginning was the official interfe-
rence in the companies’ working.
If the hon. Finance Minister can
give me three assurances, I will say,
give more powers to yours officers.
The three assurances are these,
Take for example income-tax re-
fund. Suppose somebody has got &n
income-tax refund of Rs. 3 lakhs. If
he can assure me that this moncy will
g0 to the refundee without reminder,
without out going to the Secretariat
and moving round there, that would
be a great satisfaction. I can tell him
that in no case the refund goes to the
refundee without moving about. e
has to go, and canvass, make all
sorts of attempts to get the money
back which is due to him.

124 PS.D.
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Shri C. D. Deshmmkh: An applica-
tion has to be made.

Pandit K C. Sharma (Meerut
Distt.—South): That is the beginn-
ing.

Shri C. D. Pande: If the applica-
tion is sent by post, I think it will
not be even acknowledged, much
less will the money be refunded.

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

Mr. Deputy-Speaker: Is the grant
of import licence a part of the com-
pany law?

Shri C. D. Pande: I am referring
to the effciency, sympathy and the
attitude of the officers to those who
are doing business, That is the
point to be considered. If he can
give an assurance that any man who
is in business can do business with-
out coming into contact with the
oﬂcig.l world, that would be a great
::ﬁpy day, and from that day, there

be no corruption, no black-
marketing.

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

Mr. Deputy-Speaker: Let the hon.
Member suggest that the Govern-

!:nent of India should be converted
into a private iimited cor.pany.

Slu:i C. D. Pande: You have put it
S0 nicely. It comes to this. The
Government of India has t0 assume
all business activities to themselves
because others find it so difficult and
that without taking recourse to
corrupt means, they cannot do it.

) Really speaking, we are ignorant
In our zeal, in our dislike and in our
Prejudices towards the rich, that we
lgnore this side althogether, that
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[Shri C. D. Pande]

there are businessmen who say:
“What is the use of a businessman to
come to the Secretariat?” They are
not fond of wasting their money. If
they come and spend more than is
necessary, why should they do it, be-
cause they find handicaps, difficul-
ties?

Shri T. N. Singh: With riches, does
law-abidingness come naturally?
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Shri C. D. Pande: Nobody abides
by law naturally.

Some Hon. Members: Time is up.

Shri C. D. Pande: Then, I will re
sume tomorrow. 1 have spoken
only for about 12 minutes. I would
like to contihue for ten minutes
more tomorrow.

The House then adjourned il a

Quarter Past Eight of the Clock on
Friday the 30th April, 1954.



