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~ ~  ASSEMBLY. 

7'ue.day, the 8th Septem.ber,1936. 

The ~  in the AssemOly Cluunber at EleveD; of ~  Clock, 
Mr. President (The Honourable Sir Abdur Rahim) in the Chair. 

QUESTIONS AND ANSWERS. 
, ' 

~  OF THE llmaN INDUSTBIEs. 

173. *lIII'. 8. 8atyamurti : Will GoverllBlent be pleased to state : 

(a) whether their attention has been drawn to a leading article m 
the Hindu, dated the 21st April, 1936, on the attitude of 
the Honourable the Finance Member towards the develop-
ment of the Indian industries j and 

(b) whetber they propose to reconsider the whole position , 

The Bonouable Sir Ja.mea Grigg: I invite the ~~  Member', 
attention to the reply given to question No. 130. -

111'. S. latyamurti : Are Government considering the question of 
giving protection to industries and the capitalists thereof only six per 
cent. dividend or about -that, and taking the reat either for the beneAt 
of the consumers or enhance .the wages for the labourers Qr increase 
the taxes for the State, that is, for the people of the cQuntry as a 
\vhole , 

!'he Bo1lO1l!'l.ble Sir Jamea Grigg: I am very glad to notice this 
beginning of a conversion towards my views by the Honourable Membet·. 
I will consider it, certainly. 

1Ir. S. Satyam1ll'ti : There is no conversion at all. O!1 the other 
hand, I am glad to see the beginning of the conversion of my Honour-
able friend to this side. I am asking whether Government are con .. 
sidering of giving that protection at all, and seeing that, in addition 
to the capitalists the peoplt' who pay for it also get the benefit out of 
it. 

The Bonourable Sir Jamu Grigg: That is a very large question. 
I think, among the beneficiaries of the excessive profits of the pro-
tected industries, the Honourable Member mentioned the State. I 
would like to know whether the State is to do that by excise dutieA, 
J't"ducing the protection, or by ~ other way , 

Mr. 8. Satyamurtt: The State can increase the tax8:S on thelle 
capitalists, impose super-tax and do all kinds of things. Surely, the 
State has got enough resources to tax people. 

( 571 ) 
L280LAD 
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'!'he Honourable 8tr James Grigg : 'l'he Honourable Member m'.llit 
know that the incidence of income-tax on the ~ of protected 
industries is very mU'C'h less than the incidence of an eXCise duty on 
the turnover. 

lIIr. I. Satyamurti : Will ~  consider the possibility of 
an increase in surcharge T 

The Honourable Sir James Grtrr: I have aDBweredthat questioll 
once or twice already this Session. . 

lIIr. N. Itt. Joshi: May 1 raise "a point of 'order, Sir y It is this. 
Questions are asked .in this House drawing abtention to some articles 
in newspapers without giving any clue to the other Members as to 
what the point of the question is. In these circumstances, the reply 
and the supplementary questions and answers' become a personal con-
versation between the Member who asked the quostion aDd the Mem-
ber who replies ..... . 

Mr. Presid.8Ilt (The Honourable Sir ,Abdur Rahim) : What is the 
suggestion of ~ Honourable Member , 

Mr. N, lII. Joahi: I would like to know from you, Sir, whethel' it 
is 110t ~  under these circumstances when questions are asked 
drawing attention ,to the leading articles or other article, ill news-
papers that some clue should be given' to the other'Members ill! to what 
the point is about the question' We understand nothing. 'The 'other 
Members simply watch. I should like to know whether you &bould 
not rule that, when a question of this kind is asked, some point ·on 
which the question is asked should be mentioned r 

•• President (The Honourable Sir Abdur Rahim) : Some indica-
tion of the subject should be given. 

Mr. I. Jlatyilmvti: The subject of the qW!stion ~ the develop-
ment of the Indian industries. 'I always send the extracts, and if 
you rule, Sir, I shall in future reproduce the whole thing. 

Mr. Pr8lideDt (The ~  Sir Abdur Rahim) : Tb.at cannot 
be dOlle. 

Mr. 8. ~  I always send tht' extracts to the oftiee. 
Besidel, the HrintJIu, i. a well·known paper, and if people do not read that 
paper, why shOUld they be here , 

Dr. Ziaucldin Ahmad: When these questions a:re being discussed, 
I think it is but fair to the other Members thlJt they should know the 
subject-matter of the question. The question should be framed in a 
manner that at least the subject-matter should come out of it. 

Mr. President (The Honourable Sir Abdur Rahim) : In this case, 
it is the development of the Indian industries. 

CoNTRACT FOR THE CoNSTRUCTION OF THE HOWRAH BRIl>GE. 

174. *Mr. 8. Satya.murti: Will (}overnment be pleased to state : 

(a) what the latest position about the Howrah Bridge construction 
is; 



"",1 

(b) whether ~ to· ~  OOIitract 
to ~  ~ . .; and 

, \t) if not, why Jlotl 

The HonoUrable Sir Muha.'mDUul :!la.fn1llali Khaa: (d) The eontraet 
for the construction of a new bridge over the Hooghly conneeting 
Uowrah with Calcutta. ~  to -the 'Cleveland Bridge 'aud 
Engilleeri.Qg Company ~ Darlingtou,. ~  .. "" 

(b) and (c). I would invite tM attention of the llonourable-
Member to the Howrah Bridge Act, 1926 (Bengal Act No. IV of 192Q),-
&Dd in particular ~ provisions of ~  5 ~~  fr0l!l. which he 
will .see that the awarding of this contract was a "matter that l'ested 
entirely with the ~ ·of ~  Bet up by. the Act subject ouly 
to the approval ,of the Local GovernmeJ?t. . ,. .  .  . 

;. ·1Ir. 8'. ~  In villW of theasauranees, :giveu on the door 
of the House more thau (Ince by my: Honourable friend that, without 
a'tt-ogaltm.g ~ themSelves the ·fuMtioos· which rightly belong to the 
Howrah Bridge Commissioners. they will u8e their good offices, and 
get the contract to an,.I:lldian .fi.rm,may ,I know whether the Govern-
ment of India did anything in that direatron't ' '.' 

The Bonoarable Sir Muha.JDJIl&d Zafrullah K.baa : I do not ~  
t.hat on 'any occasion such an assurance was given. 

Ifr. S. Satyam:arti : Does not my IIollourablt> friend remember' 
that, on more than one occasion, he un,dertook to forward the questions 
a'nd aIiswers 'to the attthoritieR concerned of the Bengal GoverJiment , 

The Honourable Sir Muhammad Zafrullah Kha.u: Even that' 
8ssurance was not given. When I wasuked to do that, I said I had 
113 teaSOIl to believe ·that the Bengal Government were· Dot aware of 
dIe questions and answers in this House. 

lit .. I. 8a.tyaDlurti: Did Government ~  c.r 
informally, with the Bengal Government over this contract' 

'!'he BOD01U'able Sir Muhammad ZafruJ1lt.)J. Kh&1l: The Bengal 
Government, before ann()UDcing their decision, I 1;hink even before 
communicating it to the Bridge ~  informed the Govern-
ment of IDdia of the Qourse of actiog .Jhat they intended t.o adopt. 

111'; 8. latyamurtt: May I know' whether the Government e:t 
India were asked for their approval, formal or informal, QJ' for their 
views, on the proposal of the .Bridge Commillsiollers to give it to an 
Eagiish firm , 

'l'ht Honourable lir MuhaDimad Zafrullah .Khan : No, Sir. 

Mr. 8. Satyamurlii: May I know what was the reply of the Gov-
ernment of India. to the references of the Government of Bengal on 
the proposal of ~ Bridge Commissioners , 

The Bonourt.ble Sir Muhammad ZafruUah Khan : The Government 
of India noted the deeision that the BeDjfal Government had come to. 
Tbat was all. 
Mr. S. Satyamurf;i: May' I know whether the Government of 

India ~  not cOJAmunicate any opinion to the Government of Bcng:1.I, 
after the receipt 'by them cif the views of the' Bridge Comminioners , 
~~  ~ 
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TIle B:oDOUable air Mubam .. '" WruUa.b ~ : No, Sir. 
Mr. 8. IMyamurtoi. : May I ask why the 'Government of India did 

not use their good offices with the Bengal Government to·see that this 
\&:1.huge eontract goes to an lpdian firm,! Why was ~  ~  
~~  not accepted , . " ': 

'The' Honourable"Sir Muhammad Zafrullah Khan : In view of the' 
provisions of section 5 of the Act, to which I have referred, the Goveru· 
ment I>f India had no locus BlaIIUli to contest the views 'of the Bengal Gov-
·ernment. 

Pandit X..Jnbmi ltaut& Jlaitra : Is it not a fact that Honourahle 
Members on this side coming from Bengal waited in a deputation 011 
the Honourable Member and requested him to forward the views of the 
Honourable Members from Bengal in this matter to the Bengal OI)V. 
erument that this huge contract should be placed. with an IndiaDl 
eombine and not with a foreign company, and the HOl\ourable Mem-
ber exprt'ssed the hope that the whole matter would be forwarded to 
the Government of Bengal for due consideration' 

The Honourable Sir llubAD"Dad Zafrullah Khan: 1 have a recollec-
tion that some Honourable Members of this House waited ~ a deputa-
tion on my Honourable colleague, the Member for Industries and 
Labour, and myself. As to the details of thl' interview, I am afraid 
I cannot furnish an exact reply unless I have notice. If one of the 
&SIIurances given was that their views would be forwarded to the Uov-

~  of Bengal, I can assure the Honourable Member that that must 
have been. done. 

Pandit LakBhmi Kanta Ilaitra: Is it not a fact that, in connection 
with that deputation, all the facts bearing on this important question 
were placed before the Honourable Member with the request that be 
would be good enough. to forward them to the Government of Bengal 
for due consideration' Also, is it not a fact that an Indian combine, 
which is composed of" some European and Indian firms, tendered for 
this contract and they gave the lowest tender, and' having'reg'ard to 
the fact that this House keenly felt on the qnestion that thel contract 
should go to the Indian combine was it not the duty of the Governmtlnt 
of India to forward to the Government of Bengal the ~  of the 
Honourable Members of this Housp and to see that the lDiian OQDcern 
was engaged. Y 
The Honourable 8lr Muhammad Zafru1la.h Khan: With regard to 

the forwarding of the views, I have already given a reply. 1 have 
sllid that, if an assurance to that effect wllsgiven, I am sure it mnst 
have been carried out. With regard to the seeing to it, I have repeatedly 
drawn 1he attention of the House to the fact that section 5 of the 
Howrah Bridge Act vests in the Bengal Government t.he power of 
approving the recommendation of the Bridge Commissioners. The 
matter is a purE"1y provincial matter in the sense that the money is 
to be raised by the Bengal Government or the Bridge Commissionet"s, 
ItS t.he case might be, and the decision is to be the decision of the Bridge 
Commissioners and the Government of Bengal. I do not see how it 
was expected that the Government of India should see to.it that, in 
spite of .the provisioDS of .the Howrah Bridge Act, the contract. was 
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given in a manner Which .wu neither recommended by the Bridge 
Oo_iB8ioMl'S nor approved :of by ~  Bengal Go.vernment. 

..... latyam1l1ti: Is this a Provincial Reserved subject or 8 
Transferred subject t  ( 

The HonoUrable 'BirMvbammad Za.fra1lahKbaD. : I would require 
notice of that question. 

Mr. 8.8atyamurti : Does my HonoUl'able friend know that.. uAder 
section 45 of the Government of India Act and the Devolution Rules, 
with regard ~  Provincial Reserved subjects, Local' Govcrnmentsh,n;e 
got to carry out the orders. of the GovernJD&nt of IJlqia f 

The Honourable Sir Jluba.mmad Za.fn1lla.h Da.n: This matter is 
l'egulated bya particular Statute and the Statute says that the contract 
!!hall be placed by the Bridge Commissioners with the aP1l1'oval of the 
Local Government. . 

lIr. S. Satyamurti: With regard to the approval of the Local 
Government, may I know if my Honourable friend is aware or was 
aware at all at any time that, under the Government of India Act, 1919, 
Local Government. have. got to carry out the orders of the ~

ment of India T . 

The ~  Sir Mubammad Zafrull&b Khan: I am not 80 
aware. 

. , . 

Pandit Lakabmi Xanta l4aitra.: May I know from the Honourable 
Member if the Gov'ernmerit of India received any reply to the 
representations made by the Government of India on this matter f  -

The H(»Dourable Sir Mvbammad ZafrulJah Kban: 'The Govern-
ment of India made no representations to the Be.ngal Government. -,I 
have ~  that if an assurance was given t)mt certain view. would be 
forwarded, they muat have been forwarded to the Bengal GonY'n· 
ment. but what weight th(' Bengal Government. attached to those view .. 
1 cannot say. 

INDO-CEYLON TRADE RELA.TIONS. 

175. *Mr. S. Batyamurti : Will Government be pleased to state : 

(a) \vhether their attention has been drawn to 8 leading article in 
the Hindu, dnted the 4th May, 1936 entitled" Indo-Ceylon 
Trade Relations" ;  , . 

(1)) whether they propose . to tackle the problem at the earliest 
possible moment ; and 

(c) if not, why not' 

Beth .;iiAbdoola Ha.roon : This is also like the pI'evious question 
about which my Honourable friend, Mr. Joshi, raised a point of order. 
We do not know what Doints are ref.erred to in the article on " Indo· 
Ceylon 'rrade Relations "  , 

1Ir. S. 8&tyamvti : The artiele' refer!! to -JDdo..ceylon -trade 
'rf!lations. J cannot hf"ln HonouTable Members, if they do not cart' to 
rend important newspapers. . 
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fte 1IoD0000Dle Iir .• "'amaad Zafra11ah KhMa: (*I) YeL 
(II) and (c). The attention of the Honourable Member itt i&vW 

to Ute reply given by me to his starred ~  ~ ... J.24 ~ tke .4.wrent 
8e881on . 
. ', ......... ~  I wu .. ~  .m, .. HoDow;able ~  the 
Secretary to the Department of Education, Health and Landa,' the othe.r 
day about emigration laws in Ceylon, and I particularly" asked him 

~  in their trade negotiations, the Government of India would 
.• keep' in mind the question of the attitude of Ceylon towards Indianll. 
There is also a question lower down in the agenda today about this 
~  I should like to know floom the Eduoation Secretary or the 
Jlonourable the ~  M.ember whether Government prQposeto deal 
with this question of . Indo-Ceylon trade relations, a8 ~  to the 
problem which has just now been created in Ceylon, by the recent anti-
Indian agitation against Indiallj immigration. 
The Honcnlra.ble Sir lIluha.mmad Zafrulla.b. Khan: I am afraid 80 

far as I am concerned, this is a' hypothetical question for the reason 
that I cannot say at present whether the question of future trade rela-
tions between Ceylon and India is going to be regulated by any agree-
ment that might be come to between India and the United Kingdom or 
whether it is going to be taken up as a separate question. When I 
am in a position to be able to decide that matter .or to give definite 
information on that matter, I might be able to answer this question. 

111'. 8. ~  : In view of the geographical propinquity of 
Ceylon, and in view of the reeent anti-Indian agitation there, will the 
Government consider very carefully the question of trade ~  

between these two countries, on a basis, separate from the one On which 
tMY deal with the trade relations between the United Kingdom Rnd 
this oountry .. 
!be JIoDourabie 8ir lluhammNl, Zs.fruUah J[hm :  I will keep in 

mmd the point of view put forward by the Honourable Member. I 
_nnot say at this moment to what extent it might  actually govel'1l 
the trade negotiations. . 

Q)NBTITUTION OF A CENTRAL BoARD OF RuRAJ. DEVEI.OPMEN'l'. 

176. *1Ir. 8. Batyamurti: Will Government be .pleased to state: 

(a) 'whether their attention has been drari· to a leading article 
. beginning with " One of the points in the Neimeyer Report, 
to which special signillcanee will be attached, is the coupling 
of the road grants to the Provinces with the grants for rural 
development" published in the Hind"" dated 4th Mar, 
1936; . 

(b) whether they contemplate making these recurring grants year 
after year; 

(c) whether they propose to constitute a Central Boai'd of Rural 
Development ; and 

(d) if not, why not' 
fte Honourable Sir .T&1Il81 Grigg: (a)t. 
,(b) I am afraid not-,..ih preSent financial cireumsta.nees. 

t No Ttpl,. wn8 ~ to pal't (0) of this question. 



;;. , ;' ~ ~  

(o} .. ,uci ~  ~ ~  ,wm, D9t.ile: ~~ ~  ~ no 
~ tor !Io ~ ~  ~  .  . ,-

NEW RULES FOR RECBUlTXENT TO T¥,E ~ Clvu. ~  

177. ........8. ""1&1Il'III'ti :WiU Government be ~ t8 atate 
with· refe1'enc& to the· new rules for 'reemitnlent to the Indian ,Civil 8er-
vice : 

(ct) whether it is a fact that tae queStion was fi1'Bt studiedinLOndoD 
from the British angle ; 

(b) wbether there was ,at any time any idea of recruiting Driti8,J;!. 
element to the Indian Civil Service through ~  on tlie 
Colonial model ; 

(e) Whether there was any idea of having two di1Ierent examina-
tions and two separate lists for British and Indian caudi· 
dates j 

(d) whether Delhi objected to this ; 

(6) if 80, 'Why; 

(f) the reaSOIlB why the authorities in India preferred that IndlaB. 
candidates be also . selected from thoee in England by the 
same system whereby British candidates would be ae1ected ; 
and 

(g) the reasow. wlderlying the decisioJ:!. ultimately reuhed t 

The Honourable Sir Henry Oraik: (a) to (g). I would refer the 
Honourable Member to my reply to parts (a) to (d) of his question 
No. 125. 

Mr .•. Bavam1U"tl: With 'reference to parts (b) and (c) of tbe 
question, I have not had any answer, unless my memory fails me. I am 
asking specific questions in parts (b), (e) 'and (d) of my question. I 
should ~  to have specific answers to these three clauses: 

(b) whethertbere was at any time. ~ .idea off .recruiting 
British element to the IndUut Civil Service through selec-
tion on the Colonial model ; . 

(c) whether there was any idea of having two different. exami-
nations and two, separate lists for British and Innian 
candidates j 

(d) whether Delhi objected to this' 

fte Bonoar&ble 8ir Hemy Ora.ik: As regards part (b), the 
Honourable Member knows that reoruitment of the British element is 
to be supplemented by selection more or less on the Colonial model. As 
regards part (e), various expedients were examined and I explained 
w.hen speaking on the adjout'nment motion the other day that they 
were all rejected forvarioua reasons. As re!!,ards part (d), I have 
said that it is not in t.he public interest to disclose the views of the 
Government of India in a matter which is the subject nf correspond-
ence with the Secretary of State when the deciaionrests with the 
~  of State. 

111'. S .. Ba.ty&lll1lrtt : What is' the answer to part (I)" 
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'l"M BOD01Il'able Sir Belli')' Oraik: I do Dot think I ~ give IIny 
reply to it. That is covered by the answer that it is Dot in the public 
interest to reveal the views of the Government of India. 

1Ir.: t.lcband Ifa,vilr&i : May I know whether' when this selection 
_ea place in England, . it will' be for the ~  ~  only. or 
wUth.er Indians also will be aeleoted for reCl'UltlQent to the IDdiaD 
Civil Service , -

, ~ 1IollOUl'&ble _ BeDQ' Oraik: As r.egards future sportages in 
recruitment only the British element will be selected by this method 
in England. As regards the existing shortagell, I think some Indiaus 
are' to be selected. But I cannot say off hand whether they will he 
selected in England 9r in India. 

Prof. H. O. Banga : Have Government considertld the advisability 
of increasing the number of subjects ~  Indian history and 
culture and Indian Economics together with their relativp importance 
as compared with the other subjects concerning European history !inc! 
European culture ..... . 

Mr, President (The Honourable Sir Abdur Rahim) : That does 1I0t 
arise out of' this question, 

Prof. .i G. Banga : The question refers to Colonial model anI! I 
am' asking whether the subjects relating to India will be ~  more 
importance ..... . 

Mr. President (The Honourable Sir Abdur Rahim) : Next questioll. 

NEW RULES J'OR RECBUITMElQ'T TO THE INDIAN CIvIL SERVICE, 

178. *Mr, S. Satyamurti : With reference to the newru1es for re-
cruitment to the Indian Civil Service, will Government be pleased to 
state: 

(a) why the publication of the decisions regarding the future 
recrnitment, to the Indian Civil Service, 'Was withheld while 
the Assembly was three months in Session at Delhi, and 
released immediately after the adjournment of the 
Assembly; , 

(b) whether they will lay on ,the table of the House the opinions 
of the various Local Governments about the proposals ; 

(c) whet.her they will communicate to the ~ how European 
reernits, who have come through the door of competition 
smce the wllr ('ompared with their pre-war predecessorll ; 

(d) whether they propOfle to' make suitable representation to the 
Secret.ary of State for India that these proposals have met 
with sucb violent opposition from all . sections of opinion 
that it would be better, not to disturb the existing, arrange-
ments until the time comes some years hence for • thorough 
recoDAideration of the coDlt'titution of the permanent ser-
vices in this country ; and 

(6) if not, ",hrnot , 

The BODo:arab1e Sir Henry Craik: (a) ~ ~  no. final decisions 
~ Ill'rived at during the period the Auembly wai5,''in'seBmon,' 



",.' (b Y I would refer the HonOu.rabie )1 __ to-.my NPly"to parts (a) 
to (d) of his question No. 125. 
• (c) The candidates reeruited. after the war are on' the whole as good 

&8 those recruited before. 

(d) and (e). The changes were introduced in the interests of admi-
nistration after prolonged and ~  consideration of the issues involved 
and no good would result by re-opening the, ~  ' 

-
Mr. S. Satyamurti: May I know the actual date when the Govern-

ment of India got the information, as regards the decision of the Secre'-
tary of State on this matter T 

The Honourable Sir HeDl'1 Oraik : I cannot layoff hand. 

Mr. S. Saty&murti: Is my Honourable friend absolutely certain that 
that date was after the close of the Assembly Session T 

The Honourable Sir Henry Ora.ik : Yes, I said: Ie BecalUie no final 
decision was arrived at during the period the Assembly was in s6ssion ". 

ltIr. S. Satyamurti: With reference to part (d), may I know 
whether the Government of India have communicated to the Secretary of 
State on any occasion, the reception of these proposalR by Indian public 
opinion' 
The Honourable Sir Henry Ora.ik: I already said that I would 

communicate to the Secretary of State a copy of the debate that took place 
the other day. As regards other opinion, that has hitherto only. been 
reflected in the newspapers which I have no doubt, the 'Secretary or State 
sees. 
Sir Oowaaji lebangir: Am I to understand from the Honourable 

the Home' Member that the principle of selection is to be extended to 
Indians recruited in India , 

The Honourable Sir BeDl'1 Ora.tk : No, Sir. 
Sir Oowasji Jeha.ngir : I understood the Honourahlp Membpr to S ~  

that the principle of selection will be introduced. 

The Honourable Sir Henry Oraill: : I did not say that, Sir. 

Sir Oowaaji JehaDgir : That was what the Honourable Member Raid 
io reply to a sllpplem'entary quest.ion to the last question. 

The Honourable Sir Henry Oraik : What. T Raid waR aR ~  t.hp 
future ~ in rPcrnitment in tlle CaRf" of the Hritil!h element that 
wilJ be made by Relect.ion. 

Sir Cowa.sji Jehangir : Not for Indians. 

The Honoura.ble Sir Henry Oraik: Only as regards the shOTtage 
that haR already occurred in Iuoillll recruitmf:nt, that has to be made by 
select jon. But that will not ht' R rec111'l'ing proct'M8. It wi]) apply on\y 
to the shortage that has already accl'ued. 

POSITION OF INDIANS IN ADDIS ABABA. 

179. *Mr. S. Satyamurtt: Will Govel'DnUmt be plp-ased to state: 

".. ,  . (a) whether they will make a, full statement on the position of 
'."",. ~  'in A,ddis Ababa f1'<!m the date 'of ,iti ~  the 
.  . !talla:oB upto the present moment; ,  ' 
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,(t) wWber die 1nmu.;there'W-f\1ll1 ~ •• .u other 
British citizens j 

(e); Whether any diBOriminatiOll. wtB made ag.mat IndiaDB ; ~  

(d) if 80, why' 

air Aubrey JlletcaJf':(a) Attention is invited to the statements 
a.tr.dy made in this .House in re,ply to questions NOB. 45 and 98 by 
Mr. Fr. S. Avinashilingam Chettiar. 

(b) Yes. 
(e) No. 

( d) lloes not arise. 

PuGHT or bl>LUiS IN llu.Q. 

180. *111' ... latyamarti : Will ~  be pkased to state : 

(a) whether their attention has been drawn to an article entitled 
" Plight of Indiam in Iraq " publis1led in the ~ Hz-
press, dated the 4th May, 1936 j 

(b) whether they have examined the allegations contained therein t 
and 

'(e) if 80, what their CODCluaioJll thereon are , 

Ik'Aubre1 1Ietcalfe: (a) and (II). Yes. 

(e) The allegations appear to be completely unfounded. Enquirie!ll 
llave' estahlished tbat His Majesty's EmblUllY in Iraq bow of DO eMe in 
which any Indian haa been deporte'd from Iraq without ~  and 
further investigation iii; not possible, nnless Rpecifie instaneeaof unjUit OY 
discriminatory deportatioDll ~ brollghi to the notice of the Government 
of India. 

Mr. B. B&tyamurtl :. Kay J know 'W.hat ,inquiries were made DY 
Government. after the receipt. of this question , 

iii' ".'lIb!:.,. .1iWfe:: A copy of the ariiele was lent t& His 
Majesty's Emb8.88Y in Iraq, and inquiries were ma,de of them a8 to the 
truth of' any of the allegations contained thqein. 

Mr ... B. hey: What were the allegations made which were found 
to be untrue , 

8;1' Aubrey Metcalfe :  I do not think it is my business to repeat in 
this House statf'mentR madE' in the newspapers Which T have declared to 
be lUltrue. .  . 

Mr. M. B. hey: But this answer conveys no impression to the 
House at all. 

Mr. President (The, Honourable Sir Abdul' Rahill)} : If t.hfli whole 
article is to he setntti, it will' hE' f'xtl'emely inconvenient and also coRt R 
great deal or money. The questicm W8A raiRed the othe'rdAY, aM thf' 
Chair nded. that, in thE'! case of well-known newspapers, it ~  be 

~  Fnongh. sO far a."Ithis Deparl'mf'nt and the Deparbnltnt of Govern-
ment'1s concerned, to mentiQntlJ_Jlew,spaper8lld uot to.,IIUPPb' a eopy of it. 
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QUE8TIONB'.lfD ANfJ.'WUI.'· 

. I. itBWAnt 01' •. SUBH.dB'CJWfD&l '&a .. 

. 1Bl. *lIr. 8. Sat1amu,rti: ~ ~~ ~  p" ~  to stat.e : 
• •• • ••• <  - .1 '" •• 

(8) whether their attention has been drawn to the C<UDDlents ofth' 
Mancheste,. Gua,.dian on the Ul'eIIt of Mr. SubhaU Chandra 
Bose. ;. 

(b) whether they propose to release Mr. Subhash 'Chandra BOle ; 
and 

(c) if Dot, why not' 

The Beuo1lf&bl, Sir ~ Oraik: «(I) to (c). I would refer the 
Honourable Member to the reply which haS been given to his question 
No. 128. 

ST4TEJIENT C'IJ' THE UNDEB-8EtBETARY OF STATJil na hDU ABoUT 
MR. SUBHA8H CHANDRA Boo's .ARREST. 

182. "'Mr. I. 8a.tyamurtl! Will Go\'ernment be pleased to state : 

(G) whether their attention has been drawn to the statement of 
Mr. Butler, Under-Secretary of State for India, to the 
Deputation of the Independent Labour Pariy, about Mr. 
Subhash Chandra Bose's arrest, that the Government had 
in their possession a pile of evidence against Mr. Subhash 
Chandra Bose, but they could not bring him into a court 
for trial because in that case all the sources of informatiOJl. 
about revolutionary organisations would 800B be dried up; 

(") whether anY' other arrests have been made by Government ; 

(c) what exactly is the significance of the statement of 'the Under-
Secretary thai •• all sources of information about revolutiosr 
ary organizations would soon be dried ur ' I  , 

The Honourable Sir Henry Oraill:: (a;) T have seen a pres!; cutting 
in which it ill ~ that a correspondent of the lTnited Pres.'!J understands 
that the Under-Secretary of State made the statement alleged, but that 
does not Mtisfy me that he did maRe that statement. 

(b) As the Honow-able Member is ItW8.l'e. there areoth("r persons 
now' detained under Regula.tion III of 1818. 

(c) If the Under-Secretary of State did make the statement alleged, 
the Honoll1'8ble Membflr will find its significancE.' explained in my speech 
in thi" House on the 12th Ma,rch, 1036, and in Mr. Hand'lI speech in this 
HOlL!'!f' 011 the 7th April. 1936. 

)[1'. S. latyamurti: Have Government ascertained from the Secre-
tary of State or !roni II. ~ .tA, •• Hansard " wbethp.r t.lUlt speech 
was actually made by the Under-Secretary of State for Jndia f 

The Honourallle Sir Henry Cra.ik: No. Sir; thf'rf' is no onf'stion 
of Hansard.' The speech is not ~  to have been made in Parliament. 
It was alleged that it was made to a ~  

';"':'-1IIr •• ; Id.1am.ni: Mav I knoW' wh(YI,q."el'llftreat"il}:aoi writ.e to 
~  Btat6 hdlndUlt aiJd:iBd··etJi.·.wlietbe,.., rean,r tw, 
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statement was made by .hiIn, in ~  to ~  ~  of the Ind.epewieat 
Labour Party f 

'lhe BODOUrable 8ir Beilr,y Ora.ik: Why should they f The Govern-
'lDtilDt·of India" as far 8011 I &lJl aware, were not aW&l1e of ~ .al1eration of 
the· ·lJDited·PresS oorreapondellt. ' 

:,rr. 8. 8a.tyamuti: When I sent in a question tha.t a responsible 
'otBeer like the Under-Secretary of State for India made a statement con-
cerning a matter of first-class import&nce in this country, may I know why 
GovernID.6nt did not write and find out whether that statement was correct 
or not Y .  -

fbe Bono1ir&ble .,IT Henry-CJra.ik : Because ~  was' only the 
press correspondent's ll11egation that he made that statement. Weare 
not aware that he made that statement at all. 

111'. 1[ •. AIuped :. With regard to clause (0) and the :t:emark, " .All 
S01ll"CetJ of informat·i:on .... bout' revolutionary ~ wOuld soon: 
be dried up ", may I take it that the people who are in touch already in 
the Congress party from time· to time divulge and give' information to 
Government, and if the lJ.nder-Secretary will divulge thE! secret of these 
people', it will ~ be possible for the Govern.ment, as the Under-Secretary 
states, to get that information and the Government will be depriVed of 
the bepefit which they reeeive ~ the members of the ()QngrE11!8 
farty' '" ' ';.' ;., 

.... Prfticl_t (The Honourable Sir AlJdur U,nhim) : With regard to 
the complaint tluit. has just now been tnadeby !!eVeral Members, I do :ftnd 
that too many questions require information as regards. the truth or 
otherwise of statements in newspapero;. I think questions ought 00 be put 
in order to elicit information on ce'rt.ain ~  podlt& and to ask for 
infol'lDatibn ill some eases . it may be .u.eceB$&ry to refer to newspapers. 
But in most, aasesit should be possible for the, HonollriLble Member to 
mentJon what jR the exaet informat.ion }:le wants. At present, there are 
too .many references to ~  

PtrrnNOOF AN EMBARGO ON THE IMPORT OF ZANzIBAR CLoVES. 

183. *l't'Ir. S.Satyamurti : Will Government be pleased to state : 

(0) whether their attention has. been drawn to a leading article 
on Zanzihll!, situation, pnblished in the HiM. of the 16Lb 
April, 19,36 ; Ilnd 

(b) whether they are coosidering the question of .putting !U1 
embargo on the import of Zanzibar cloves , 

Sir Girja Bhankar Bajpai: (a) Yes. 

(b) The attention of the Ronourable Memher is invited to the replies 
Riven by me on tbe 4t)lSeptember. 1 93ri. to .the, supplementary qnestions 

~ out of his starred question No. 118. .  "  . , 

Mr. S. 8atyamurti : Are they eonsidering this question of putting 
an embargo on the import of Zanzibar cloves now , 

.' 8lr Clttj& DMlbr kJpat : In view of' ·thefaet that 1f\e matter 
ltaR bee'il ~  by' Mr. Binder and there is a· pollllibility of 



QUESTIONS AltlD ANSWB&8. 

Indian grievances being redreued in the light of that report, the question 
of eonsidering the imposition of &n embargo on cloves does not &rille at 
this atage. ' ;" 

, , 
~ I :' I  - t : if. .  " \ ,. I 

;" "MusOBBB J'OR, FaBVBNTIOll 01' FmaBIN CoAL MuuIs. 

184. *Jr'I,r. 1",Sa.Va.m.urti : Will ,Government be p1easep,to state: 

(a) whether their attention has been drawn to 'a leading article 
, entitled ~ ~  iIi Indian MInes ,I' publiahecl in the SIGI.,. 
man of the  20th March, 1936 ; 

'( b)' wheth., they prop.' to take meaBUr8$ to prevent' danger from 
fires ; AAd """ 

(c) if not, why not 7 

TIM ~  Sir PI'&DkN07oe: (II) Yes. 

(b) and (c) . .AB the Honourable Member is aware,the Indian Minet 
Act, 1923, was amended at the last Session in view of the ,urgent need of 
taking further measures to ensure safety in coal mines, more particularly 
in respect of danger from, fires. , The Coel ~ ~  

1936, were issued. under the amended Act on the 23rd May, 1936. The 
question of devising further measures to prevent danger from fires in coal 
mines wil1 be further examined by It Committee whieh it is prOposed to 
appoint next cold' weather. ' , 

VIEWS ,EXPRESSED BY THE BENGAL N4T10NAL CILUIBEB OF CoMMERCE ON TIll: 

INDO-JAPANESE TRADE AGREEMENT. ' 

185. *111', S. Sat710Ulurtt : Will Government be pleased to state : 

(a) whether their attention has been 'drawn to the views expressed 
by the Bengal National Chamber of Commerce in a letter to 
the Government of Bengal OD the Indo..1apanese Agreement, 
published in tbe Statesman, dated the 24th April, 1936 ; 

(b) whether they have examined them ; 

(c) if so, what their conclusions are' 

'the BODourable Sir MuhammacJ Zafrullah IlIaD :(11) and (b). Yea, 
Sir. 

(c) Government are not yet in a position to disclose their conclusicma 
in the matter. 

Mr. S. Batyaaurti: May I know whether Government are in a 
position to make any intmm statement, before the negotiations are 
oomplete' 

'lIle Honourable Sir Muhammad Zafru11ah Khan : AJJ soon as Gov-
ernment are in a position to make an interim announcement they will 
do 80 by means of a oommuniqu6 as they have done alread7. 
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186. *lIr. S. Satyamurti : Will Government be pleased to state.: 

(,,) whether. their attention has been drawn to a leading article in 
the· . A",,';taBtIJItW> P6.trika, dated dle 4th ... March, 1936t 
entitled" The Dufferin Problem" i and 

. ('b) whether· tllt& 'have ·taken steps to prooritle the cadeta with atable 
.,employment.,l 

':':1De .JIonourabW IJboKahvnma,d &fralla'b KhQ: (0) Government 
have seen the article referred to. . 

J .• {b). .The question of the ~  of 6X-',' Du1ferin, " ~  has been 
~  engaging t'he attention <if the Government ofJntfia,ai1fl they have 
been taking all practicable steps to extend the opportuhities 'of employment 
of these cadets. 

Mr. S. Batyamurti: May I kn.ow, "whether Government ,will .. take 
advantage of every opportunity, ~ have' ~ ~~ eoi\trects 
fQrearriage of mails or any otber service to be rendered tl) the State, 
of insisting as a .condition of lhat contract' thatthe-&e ex·" Du1fel'in " 
~  Idwwd be, giveB pz-eference in employment t . . . 

The ~ Sir *,!"mmad 'Zat!rull&h Itha.u :. ,That Cl,liestion ,ia 
already l"Dgaging the ~  ·4)fGevenuneut. 

JIIr. 8 ... Wy&IIP.1Ilii.: May I ~  ~  many . people iare still 
unemployed who are trained, and who are capable of beingemploYI'd , 

The Honourable Sir Mubammad Za.frnlla.h Kha.D :  I believe a reply 
with regard to the exact number was gjven during the last Session. 
I am DOW speaking witllout the book, but I think it was either 9 ot 
ll,--probably 9. . 

Panctit Telgthmt Kaata 1IaRn,,: Have they been 10 'far absorbed ? 

The Honourable Sir lIIubammad Z&trnllah ltha.D: I shall require 
notice of that question. ' 

1Ir. T.8. A'ripybiJinpm Ollettiar : May I know whether Government 
have t-eceived any replies from the foreign shipping companie!! about 
the employment of these cadets' 

The Honour&ble Sir Mubammad Za.fruUah Khan: No, Sir i the 
foreign shipping companies are not concerned at all in this matter. 

Mr. T. 8. AviDuhiJ.iapaL Ohettiar : The foreign shipping companies 
are trading with India arid there was a question last year in whicb the 
Honourable Member replied that they have written to the foreign shipping 
companWls. 

The Honour&ble Sir Mubammad Zafrullah Khan :  I do not think 
BO. For jnltanee, the J apanes8· companies are participating :i.n the trade 
between India and Japan, but there would be no justification f.or aSKing 
t.hem to employ a number of ex-" Dufferin " cadets. 
Mr. T. S. AvinaabiJjaplll Ollettia.r :. MB,y I ~  they ,pave 

asked Ilny shipping companies to employ thelle cadp,t.s' 

The Honourable iii' ltIuluyrnpa4 WrnI1ah ltban : Yell, Sir 



QUESTIONS' AND ANSWi!:1tS: ' 1M 

')Jr. "1'. S. "''tIJiaaMHnpm 0Ilettia;r ~ "What i1t the reply to' that " 
The Bol101ll'loble Sir lIlubammad Zafru.na.h han :"The Honoul'able 

Memh"r w:Ul bve to put down a question 'befod I eari gft-e him a 
8ummar)" of 'the replies. ' 

-·1. ., 

,NEOOTiATlflNS FOB AN 1Noo-J..A.P£NlI:IJE Tlu.DJiI AGREEJlENT. 

187: '*Mr.S, Saiiamurtf: Will GO'veri1nuhlt be pleased to state: 

(Cl) whether ~ have official knowled,ge, of the ~ ~  frplll the 
Foreign Office, Tokio, that ~~ S  London 
was ordered to express .JnpanJg desire for an Indo.Japaneee 

~  to m-eetllhortly toaeg(Jii&t& & tre8h trade pact by 
8eptembe'r to replltee ~ paet 'expirmA':ill Milreh, 1937 ; 

(b) whether they are ~ comml,lnication with the Japanese CoJisul-
General' in' 'Calcutta ;  "  . ' :.' , 

(c) at what stage the negotiations 8tand; and 

(d) whether negotiationa will take plaoe in India' 

The Honourable Sir Muba.mmadZ&fru1la.h Khan: (a) ~ (d). The 
Honourable ~  is referred to the Press CommunIques on the subject 
t'eeeutly iSlUedby the Government of India, copies of which are in the 
Iabrary. ' 

lIIr. S. Satyamurti : May I know whether these negotiations will be 
completed in India , 

:rile IIoDcruable Sir lIahammNl ZafniUi.il Khan: Yes, Sir. 

V A'B!'INo EXCISE RULES AND RBOUL.\I'IOJiB IN THBDImRBNT PROVINCES. 

188. *:Mr. B. BatyamUl'ti: Will Government be pleased to state: 

( ct ) whether their attention has been drawn to a leading  article 
entitled" A Genuine Grouse If, published in the HiMulttm 
Times, dated the 1st April, 1936, regarding varying excise 
rules and regulations in the ditferent Provinces; 

(0) whether they have examined or propose to examine the sugges-
tions contained in the article ; and 

(c) whether tbey propose to accept the suggestions , 

1Ir .•. Jt Lloyd: (a) Yes. 
(b) aDd (c). The Government of India have forwarded copies of 

the correspondence on the subject to the Local Governmeont& for neces-
S'lry fiction. Excise is a Provincial transferred subject and the Govern-
ment of India are not prepared to convene such a conference as is 
suggested unless requested to do 80 by Local Gov'ernments themselves. 

'Mr. B. 8&t,..murti: May I know if there are any conferences 
"etween the GO'Yernment of India and Local Governments on any trans-
ferred f>ubjects at any time at all , 

Mr. A. B. Uo;rd : Yes ; there is the Industrial Conference. 
Mr. B. Batyamurta : May I know whether when the next confcrence 

meets, the G<lvemment will put up this subject on the agenda with a 
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"iew ~  the v\ews of Local GoveI:nments. ~  
to. take unmediate action' .. .. .,.' .... "<' . 

. Mr. A: B. Llo7d: That point has ·beell conSidered and it has 'been 
decided not to put it on the agenda of the Industries Conlerence. 

Mr. 8. 8atyamurti: May I know the reasons why' 

Mr. A. B. Lloyd: For the reason that I 'have already given, that 
it is a provincial transferred subjeot and the first move JIlust come 
,frofu the provinces. 

Mr. S. 8atyamurtt: Are these rules more important thall the needs 
. of tho public of this country' 

Mr. A. H. Lloyll : 1 am afraid the Government of India caunot share 
the Honourable Member's desire for the re-writing of the GovernDlent 
of India .Act and the Devolution Rules. 

Mr. 8. Satyamurtt : Except when it suits them. 

EXPORT OF RAW CoTTON AND RAW CoTTON PUBCIlASED BTTIOil UNITED 

KINGDOX AND JAPAN. 

189. *Mr. 8. li.tya'.murti: Will Government be pleased to state the 
total export of (1) raw cotton from India last year, (2) the total amount 
of raw cotton" purchased by the United Kingdom, and (3) the total 
amount of raw cotton purchased by Japan-up to the month figures are 
available' 

The HODOurable 8tr Muhammad Zafrull&h Jth&D. : The attention of 
the Honourable Member is invited to the Aocounts relating to the Sea-
borne 'I'rade and Navigation of British India for March and June, 
1936, which contain the required information and copies of which are 
available in the Library of the Legislature. 

DE1IIANDS TO PUT on ALL NEGOTIATIONS BY FRESH AGBEJ:MENTSBETWIlBN 
TIlE UNITED KINGDOX AND INDIA. 

190. "'Mr. 8. 8atya.inurti: Will Government be pleased to state 
whether there are any demands to put off all negotiations by fresh agree-
ments between the United Kingdom and India, so as to synchronize them 
with other Empire oountries' 
The Honourable Sir Muhammad Zafrallah Kh&u : No, Sil·. 

Mr. B. 8atyamurti : There are no such demands: is that the anlwer , 

Th4I Honourable Sir Muhammad Zafrulla.b Khan : Yes. 

ADULTBRATION OF DRUGS. 

191. *Mr. 8. Satyamurti : Will Government be pleased to state : 
(a) whether they have received. representations from the Maha-

rashtra Chamber of Commerce, Bombay, on the " Adultera-
tion of Drugs " j 

(b) whether they propose to take steps to remedy the grievances 
contained therein j and 

(c) if not, why not , 



QUESTIQJli4liD . .ANSMIA" 

.. Girja 8b.1". "-JP'i.; (a)Y ••. 
(b) and (c). I would refer the Honourab'e Member to the aDSwer 

lift • ..". • to bill question No. 84 on the 4th February, 1936. Il'egret 
*0, a.y'. t1la,t; Cia.· replies are 'Ilotyet complete wt ~ 

the importance of the matter AHArill ~ 'What ihey 6att to expedite 
e.onaid.eration of it. 

o 1Ir. ,. Jatta!nU1'tl : Are (}overnment conaideriBa iD.f;roGlIcm.. .uitabl. 
!eftlsl.tfollon ~  Qlatter f ,. 

Sir Girj& ShaDk&r Bajp&i : That was one of. the points which were 
reiGned to Loeal Governmenta. . ' .. 

1Ir. S. 8at,&11l11l11 : Will Govemm8llt upeditetkis. matter 10 as to 
introduce it in the next Delhi Sess.ion , 

... Clir_ ........ BaJpai : That depends really OIl what the replies 
of LOllal Governments are .. to whether it it DecJeBsaI'1 tf) have central 
lel;isla tion. 

Mr. S. Sat,amurti : Do Government realise ~ ilDlnediate urgency 
of this matter and ~ t.bq "ently: :plMh. tile Local Gov.rnacula to act 
8 little more vigorously in this matter , 

Sir Girja Bbapk8l'Bajpai,: I may ~~ lilY Honoural.llefriend 
. that the Government Of ~  have, been ~  everythiJl8 pOlltible to 
bribg . pressure to bear upon . Local Governments. 

Paudit LakBbmi Kanta Kaitra: Cannot the Central Govenunent 
take tmy initiative in the matter' ' 

Sir Girja 8ha.nk8Z' Bajpai : The only initiative they ean take itt the 
matter they have already taken: ~  have made pl'ovisioJl for tl>e 
starting of a bio-chemical teflting laboratory. at the centre. For. the 
rest it is impossible. to take any action unless Local GoverlUnents are 
prepared to co-operate by provincial legislation and administrative 
~ ~  

NEGOTIATION'S FOR BILATERAL TRADE AGREEMENTS WITH GREAT BRITAIN 

ANI> OTHER CmrN1'1tIEB. 

192. *1Ir .•. latyaRAll'ti : Will Go'Venlment be pleased to state: 

(a) whether their attention has been drawn to the views of the 
Maehestel' ~  of Commerce published in the 
Hindustan Times, dated the 4th April, 1936; 

(b) whether their attention has been drawn to the statement" It 
should not be the aim of the Government to secure revision of 
the Ottawa Agreements at some general Imperi'al Conference 
on the lines of that held at Ottawa in 1932,but rather action 
sh()utdbe tUen, as opportunity offers, to !Mek a revi.'sion 1tith 
each Dominion separately" ; and 

(c) whether they propose to tll:ke stock of the opinions in India 
before negotiating suitable bilateral trade agreements with 
Great Britain and other ~ r 
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'!'he BODourable Sir Muhammad Zafralla1llDum.':5 (IJ}, (b)-and 
(c). Yes, Sir. 

Mr. B.' ~  May I take it .that· the ~  of India ,are 
~  ,to deal ,with ~  whatever the difBoultiellmay be, 

~ ~  ~ for, the settlement )lext, year , 
The Honourable Sir Muhammad Zafrull&h Khe! 1 have not been 

able to follow. If the question is the same as the previous one-190-that 
~ ,is lID demand from any quarter that we should' waittlll 'the"whole 
question can be taken up, the answer is the same as' to question No. 190; 

, " ".:. ,,' ..... 

&nGUARDING OF THE INTERESTS OF INDIANS re CLOVE TuDB IX Z&:NzmAlt. 
, .. .. 

,.. 193. *1&. S. Satya.m1ll1i : Will 'GoVernment be pleased to : state : 

(a) whether their attention has been'drawn to an article entitled 
II Plove monopoly and after ".'publiahed m'-the 'HitNiuttm 
Times, dated the 3rd April, 1986 ; 

(b) what steps they have taken to safeguard the interests of 
Indians ; and '  , ... 

( e) :what the latest position on the matter is , 
Sir Girja Shankar Bajp&i: (a) Yes. 

'(b)" and (c). The attention of the ~  'Mem:ber ,iii in-rlied to. 
the reply giVen by me on the 4th of 'this month to his Starred ~  
Nos. 133, 139 and 140. '  ,  . , "',' 

":Mr. It.' Ahmad: Isn't it a merChant puttinlr'thfs :question tactfully 
and circulating among the ~ opposite the same identical q'iiestioll 
to pu:t in the Assembl,y " ., ' 

Sir Girja Bh&Dkar Bajp&i : I was not ~ that ,myllonourable 
friend had' become . a merchant. . , 

F'II..LING UP OF THE POST UF PRINCIPAL, INDIAN ScHOOL OF MDncsr I>BA:NB.AD. 

194. *Mr. S. Batyamurti: Will Government beplealiled to.state : " 
, ' .. 

(a) whether their attention has been drawn to a leading article with 
regard to the filling up of the post of the Principal, Indian 
Sehool of Mines .at Dhanbad, published, in the'l!mn'1lJ Banr 
Patrika, dated the 21.&t AI)ril, 1936 ; 

(b) whether an Indian will be appointed to the post ; and 

(c) if not, why not T 

The JloBoura.ble Sir Frank Noyce: (a) YeR. 

(b) No; 

(c) Government and the Governing Body of the School were in agree-
,ment that the Senior Professor, who has officiated on fOUl,' occasions in the 
appointment and has been Vice-Principal for about four years, was the 
most suitable officer for the post. ' 

Mr. S. Satyamurti : Was he the most senior T 
The Honourable Sir Pri.Dk Noyce': Yes. 



I' 

Aa'l'ICUi ~  ~~ 0. THE ~ ~ S~ IN Tu8tatem&an.· 

i ·'i95.: *.:: B. 8a't1a.JDU1'ti : Will G'o-.hnllient be pleased to state : 
(a) whether their attention has been drawn to a leading article-
. entitled" On the Frontier"", pUblished in the 8laluman, 
dated the 22nd March, 1936 ; 

(b) whether they examined the suggestions contained therein 
and :- . 

(6) whltthilr they will make an offer to the Tribes on that baaia.' I 
.Sir Aubrey Ketcalfe: (a) Yet4. 
(b) The only suggestions contained in article ate based on hypo" 

thetical questions to which Government are not in a position. to ~  
the anawer. . , 

. (c) No. . 
JIio. S. Satyamurti: .Al'e they satisfied that their p.resent. policy of 

dealing with the tribes is the best under the ~  , 

sir Aubrey lIetoaJIe : Y Qi. . . 

111'. S. 8&tyamuni: Judged by the results' 

Sir Aubrey MetCalfe: The resUlts are ~  slow, I admit. 
lIIr. S. S&tya,m.luti : . In view of the f.act that the res\J,lts are very 

Blow in coming, will Government reconsider the whole. position and try 
~  other policy which may yield quicker results , 

. Sir Aubrey Metcalfe: The whole policy is constantly under con-
sideration .. I explained during the lastSell8ion. 

lNTaobUOTION OF A. DISTINGUISHING SIGNAL FoR TRUNK TELEPHONE LINES. 

196; *l'tfr. S. Satyamuti : Will Government be pleased to state: 

(a) whether they have received a letter from the Committee of the 
Indian Chamber of Commerce, Calcutta, urging upon them 
the necessity for -introducing a distinguishing signal for 
trunk telephone lines ; 

(b) whether they will accept the suggestion; and 
(c) if not, why not' 

The Bonoura.ble Sir Prank Noyce: (6-) YeH. 

(b) and (c). Go\'ernment haveeumined. the suggestion but are unable 
to adopt it i()wing to technical reasons in the .case {)f automatic telephone 
IYstems and to the . large additional expenditure which would be involved 
in the case of manual telephone systems. So far as Government are aware 
the facility of a distinguishing signal for trunk telephone calls does l10t 
exist even in such highly developed telephone systems as those of tll', 
United States of America. 

OoJUlUNICATlON SENT BY THE SECRETARY, INDIAN MERCHANTS' CHAMBER, 

TO THE SECRETARY, LANCASHIRE INDIAN 9<>TTON CoMMrr;rBE,pOlOlAY. 

197. *IIr. S. Batyamurti : Will Government be pleased to: state :: 

(II) whether their attention has been drawn to the communicatien 
sent by the Secretary, Indian Merchants' Chamber, to the 
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SflCtl!ta1"1, 'Ldtcashil'e Indiiu'J. ctstton' ~  
published in the H,na'IUtGft 7'""", dated. the 17th )larch, 
~~  . , " 

whether thq propose to take the steps sugi_ed in the letter ; 
and 

(0) ~ way Dot 1 
The Honourable lir Mubammad Za.frulla.h Kh&D: (/I) Government 

ha1'8-.eei:l the preas report referred to by the Hot101l1'I.bte Member. 
(b) and (c). The communication in quelJtion did not sugg.t any 

.teps to be taken by the Government of India . 

. ~  OF BRITISH TRoops UNDER THE CoMMAND OF .AN INDId. 

198. *1t'Ir. I. Batyamurti: Will Go,·ernment be pleased,to ~  : 

((I) ~  theii' attention has ~  ~  stlitement of the 
Leader of the Opposition in the CounciJ of State that there 
was a rumour that a. responsible ofttcial at ;Sandhurst had once 
told the students "Look her" boys, you, ~  rest aured 
that you would never be put under the command of a 
blaekie" ; 

(b) whether their attebtion has beeb drawn w ~
~ ~  page 19 ,. In the coul'8e of hearing ~  

our atterttiot1 was drawn to a lecture delivered some time 
ago at Sandhurst, which we were told; -produced upon the 
minds of oertain Indian cadets (who hllard ~ the ~

sion that under the 'Eight-unit Scheme' no Britis,h bfy 
entering the Indian Army will ever be liable to serve under 
the command of nn Indian and that this was put ~  

as an argument to induce British boys to enter the Indian 
Army" j and 

(c) what the exact position is' 

Mr. G. R. F. Tottenham: (a) Yes, but the rumour was not eorr('ct. 

(b) Yes. 

(c) Under the present system of Indianization the question of powers 
of command as between Indian and British officers within an Indianizing 
unit does not arise. But wherever Indianizing 8,lld non-Indianizing units 
'of the Indian Army, or individual officers of such units, are serviag 
together, whether in the field or on administrative duties, there is equally 
110 question ·but that a senior Indian Officer exercises poweni of comma.ad 
over a junior British Officer. 

Ib' .• ~ SatYaDiurti : May I know whether therefore,in the 8-units 
scheme Hie-re is no question of any British boy ever being liable to sette 
under the command of an Indian , 

Mr. G. R.I'. '1'ottenham : No, Sir: that is quite ~ ~ 

Mr. 1.l&tyamurti : May I know what the exact ~  of the 
HQnOllrable the, Al'Dl!Y.' Seereta,ry's ftj}sWer: is, .th .. t ,m 'lIChemes :where 
Indianised and non-Indianised units work ~  omo...,s wolilld 
be able to command British boys ,1 \Vhat.is tha,t scheme f 



", 

" _. (J, a. ,. ~  ~  .. ~  ~  Inside an 
Indianised unit, the question does" not ~~  ~ 9nee 10» ~ 
to Ip.dianise a unit, you do not post any further B"ritish officers to it and 
therefore the Indian ofticers in that unit are alltomaticalI,. junior to all the 
8ritish efiicer'JI in it. But th8se Indianiaeci units may serve alongside non-
Indianised units as they did in the Mohmand expeditioa last year, and in 
that case ~ they actually serve together, "& senior IDdian officer does 
or may exercise command over & junior British officer in a non-Indi8.Dizin, 
unit. 
Mr. S" Satyamllrti": How ~  such senior Indian ~ are 

today exercising" command over British junior officers , 
Mr. G: R. F. Tottenham ;  I could not !:lay. 
"Mr. S. Sa.tya.m.urti: .Are there any such cases f 
Mr. G. B. F. Tottenham : There arc quite Ii number of Indian offieer" 

DOW who are senior to British officers in the Army. 
Mr. S. ~  : And who command British officers , 
Mr. G. R. P. Tottenham: They are not in command of British 

officers, as I said, because they are serving in units in which they are 
junior to the British officers. 
Mr. S. Satyamurti : Are there any cases in which as a matter of fact, 

whatever the theory may be, Indian officers today are superior in comman4 
to BJitish officers, anywhere in the Indian Army , 
lIIr. G. R. F. Tottenham: There may be cases wlwre for instance 

.n"JJadian officer is holding a staff appointment; and in that case would 
1M exercising powers of command. over junior British officers in the 
station. 

111' .•• lIatJaDlurti :.:Ja tbis not rather exceptional' 
Mr. "G. B. 1'. Tottellham: 'rne number of Indian officers at pre8ell.t 

gnot extremely large, al the HODo1l1'able Member knows j and most of them 
it is true are serving in their Indianised units at the present moment. 
Mr. 8. S ~ : May I ~ it, therefore, that the policy of the 

GovernmeJlt is that, 80 long as the preseJJt scheme continuel they wi,U. see 
to it that British boys have never. to serve under Indian officers , 

Mr. G. It. P. Tottenbam: No, Sir. 

GIVING BACK OF THE ADMINISTRATION OF BERAB TO HIs ELUI"ED HIGIINHI 
THE NIZAK. 

199. *1Ir. I. latyamurti : Will GoverJlDlent be pleased to state : 

(a) whether there is any ~ to give Qack the ..wninistr&tiQ 
of BI'rar to His Ex,alted Highness the Nizam ; 

(b) if 80, whether the opinion of the people in Berar will be 
taken; and 

(c) at ~  stage the matt.,r stands' 

,-, 'ne ~  Sir .. ~ 8Iroa.r: (a) The answer is in the 
Q,egative. 

(b) aDd "( c ). Do DOt arise. 
lir KuJumnnad Yakub : Are GovemlDent aware whether the people 

.cHl'et'arwere' eonRuJt.ed ""lien" the adminiat.rationwuformallytaken 
f-roDl the late Nizam' " 
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. T.he ~  'If,,.tpenclra lircar :  I ~  ~  to ~  out 
whllt wai done '80 many ye.rs ago. 

Sir MU1ulm-ad Yakub : Do Government alwaY'! take the opinion 
of the people in Indian States into eonsideratio,D when they make any 
,administrative changes about controlling the St.ates' 

The Bonoura.ble Sir Nripendra. Strcar :  I want notice to find out 
iD what cases. '. 

Mr ... 8. hey: Is the Honourable l\1<lmber .aware that &8l1urances 
were given to the people of Berar by the Chief Commissioner of the 
Central Provinces and Berar that' if there is going to be restoration, 
publie opinion of Berar would be consulted' . 

Mr. President (The Honourable Sir Abdur Rahim) : I do not. think 
that arises upon the answers already given. 

Mr. E. Ahmed : A.re Government aware that the people of .Berar 
have got no loc'UtS standi whatever and that His Exalt.ed ~ the Nizam 
ill the proprietor of every thing there" .  . .' . 

An Bonourable Member: What is meant by' proprietor of the 
people , 

Dr. Ziauddin Ahmad : Will this principle enunciated in part (b). of 
this question be applied to the Hyderabad State alone or will it 
apply to all the ,Indian States' 

The Honourable 8ir Hripendra 8ircar :  I do not find any principle 
enunciated in part (b), Part (b) is a question of faet as to ·whether 
Rowe opinion was asked for or not, 

Dr. Zia.uddin Ahmad. : My second' question is 'with: referenee to the 
queEit.ion put by Mr, Aney, whether the Governor of Central 'ProVinces 
alld Berar has.got a.rilrht to speak on behalf of His Exalted Highness 
the ~  of . Hyderabad; . . . .. • . 

Mr. II. S. hey : I only ·speak of facts, and n6t of any' Tights. ~~ 

'Mr. E. Ahmed: Are. the Government of India aware that under 
rule ........ , . 

. , 

Sir CowlLSji Jebangir : Sir, at present weh8.ve got five questions 
asked without any answer. 

Mr. E. Ahmed : At anY' 'rate my question should be answered. Rule 
33 at page 14 of the ~  of Bnsinestl anrl.l>roeedure, wathis:-
•• Prodded that no question shHll be asked in regard to any of the 
f-allowing subjects, namely : ."'. ,.' . .  .  , 

(i) any matter affecting the relations' of His ~  's Govern-
ment or of t.he Governor General in Council, with any 
foreign state ..... ,. . .  . 

(ii) any matter affecting .::l,le relatioJ:l.s of anY . pf.· tile. ,. fOlWoing 
tiuthoTities 'with'ibiyCPfirit!e or Chief uridl!r ':We suzerainty 
of His Majesty, or rela1.inJ!' to the affairs of any such Prince 
or Chief, or to the administration of the territory of any 
lJ1leh .-Prillee or ,caw .. "e' ~ •• ~ '. • i '. !.;:: .. :,; 

Mr. Prnidnt ~  Ah4ttton.bim) ~  IIdmitttrl 
the question. . ' .... ' 



. ~  .. , . QUE8TWJf8>'ANJ) AN8'WDS. &9$ . 

: ,j)r. Zfaud4iDAhmad : May'I'k!low,' S~  whetlfer. tbe' . ~  of 
the ~  g{)t the power to speak on behalf of His 
Exalted Highness the Nizam of Hyderabad about Berar &8 expressed by 
Mr. Aney in ~ supplementary question , 

The Hono1l1'l&ble Sir Kripendra Siroar: If my Honourable friend,· 
Dr .. Ziauddin AhDlad, wants my opinioll ,on ~ 'CGIlItitutioDlll'queation, 
will he kindly give me at lea8t two weeks' notice. 

Sir Mubammad Yakub : Are Govermnent aware that there is a good 
cfeal of feeling and reijcntment in India that Berar was forcibly taken 
away from His Exalted Highness the Nizam of Hyderabad, and it ia 
not being returned to him 7 

1Ir.8ri Prakasa : Was not the whole of India taken forcibly T 

Mr. 8. Satyamurti : I want to a8k one quest.ion, Sir. I want to 
know whether, with rei'ercnce to section 47 of the Government of India 
Act,--flectidn 47 of the Government of India Act of 1935 deals with 
Berar also,-any action has been taken in the direetion'of the agreement 
contemplated there. I shaU read the section, Sir, with your permis-
sion :-" Whereas certain territory (in this Act referred to as ' Berar ') 
is under t.hl' sovereignty of His Exalted Highness the Nizam of 
Hyderabad, but is at the date of the ~ of this Act, bY' virtue of 
certain agreements subsisting between His Majesty and' His ;Exalted 
Highness, administered ~  with thA Central Provinces, and 
whereas it is 'in. contemplation that an· agreement . shall be concluded 
between His Majesty and His Exalted Highness whereby, notwithstand. 
ing the continuance of the sovereignty· of His Exalted Highness over 
Berar., the Central. Pro\·inces and Berar may be governed together aa 
one Governor' •• Province under this Act by the name of the . Central. 
Proyinces and Berar ~ Now, .Therefore,(l) while such an agreement iI 
in ·force ........... ' ..... '.' •.. '.' 

Mr. Pleadent ("1'he Honourable' Sir .Abdur Rahim) : What is the 
~  , .' . 

Mr. 8. Satyamurti : The qnestwn is, whether any action has been or 
is being ·taken with refcr.enee to the" contemplated agreement mentioned 
in this section , 

The .BOllOUl'a,ble Sir. Kripendra Biroar :  I want: notiee. of that 
qaestion. 

~  Q:r HIs ~  ~ ON THB: GMWING CBrnOlBK m 
INDIA OF THE LEAGUE OF ·NATlon. 

200. *IIr. S.ri:tyamurti : Wi'll Government be. pleased to state: 

(a) ~ ~  their; ~  ~~  4J;'awn to ~ .8p*h,of Hia 
.  . Highness the Aga Khan in the, ~ ~  of .tbe .. ~  

,'" • "'otthe ~  0' Natioria, on ,the'gl'owitJi"!3riticrlsm bl IncUa 
'. . ; ~ (. ".' : ". .' . 

~ ~ ~~~ ~ ~ ~ It.iI,,,,''' ; .. M4! • .>:[),'; .. 
(c) whether 'they propose to ~  action thereoJ;.'·. '" .; ~  
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ftellolaour&b1e 8tr liripendr& ItrcI.I' : (a),(b) ~  'Would 
refer the Honourable Member to my reply on his own 8Ubatantia1l:r' 
identieal qneltion No. 112 of the 6th FebruapY, 1936. 

Mr. B. Ba.tyamurti : Have the Government re-examined the 'position 
~  In the light of His BirlweSl the ..tga Khall'. speech.:1 .;', 
-"lIOlMMINoble 8ir lfripeadn. .inar : Re-examined whet p()sition1, 

Mr. S. Ba.tyamnrti : The position of India ill the League of Nations' t 
. !'he Bono1U'able Bir lfripedi'a Bircar : 'The speecli''W'!lS made'long 
ago, and :\ considered answer was given. Nothing further has been 
done after that. 

DTIOLB DTITLED cc BBOADCASTUiG IN ENGLAND AND INDIA " PUBLlSHBD 

IN THE Hitl(/'ustan Times. 
201. *lIr. So' .'yamurti : Will Government be pleased to state : 
(0) whether their attention has been drawn to an article entitled 

H Broadcasting in England and India ", published in the 
HiM'Ust(Jft TimBS, dated the 19th March, 1936 ; 

(b) whether they propose to accept the suggestions made in the 
article; and 

,(c) if not, why not t 
'TheJlOJ101lrable _ Prank Noyce: (a) Yes. 
(b) Those suggestions which are applieable to Indian conditiODl 

liPe being followed as far as is practicable. The debates in the 
Legislative Assembly and the Council of State are broadcast as fu:ll)1b 
as the News Agencies report them. There are no Governors to deeid. 
programme8, but an A.dvisory Counoil ha. beem est.ablished for' thft 
Delhi Breadcaating Station, alld jf thil eIperiment 'is aauGoess, similar 
Councils may be created for other stations. Alternative Sunday 

~  are not &. Rpecial need in India, but it is hoped ~ new 
stations will be e'!ltablish"d shortly in different parts of the countr,Y 
altn they will enable listeners to choose amongst a greater number of 
progrUlBle$, while the programmes of each station will be adapted to 
tile needJi of the &1'ea which it i8 designed to ""e. 

(c) Does not arise. 

Mr., S. ea.tyamurtt ': With regard to the speeeheIJ, debates, and votes 
in Legislatures, who decides thc form, the content, and the emphasis of 
thcse Reports , 

.... ' 1IontMIrI.ble Btr FraDkIlOJC8 :' Tiley are broadcast as fully ... 
the news agencies report theJD. 

Mr. B. ~~  ,: ~ ~ I know wlWlh :qeWfI ~ ~~  t40 ,pews 
to the BroadcastiJ1f! Station T .', ~ , 

I'be' .oaouabla I1r ~ ~ ;.-'Reeognised n"wl!': agencies. , 

, ~  ~ ~~ l ~  ~ tJu, ~  ~ ~  just..:a 
they !lre received Or IS any attempt made at ~  headquarters 
to edIt them , ' 

'lbe JIoJlouatde,""1IdI .0;-.'1 ~  ~~  
puts them ~  ~ ~ U,1 ~ ~  ~  can be ])road,Cllst, :" :'. 



QUESTION!'.A!m" ANIIIWFBB. 

~  : Mar I kMW' if the ~  lfember's 
attention illJdrawn t'o the fact that this" recasting in form" is dODt 
DJ()re in favour of the O()nrnment and slightly 'against the opposition 
in the House , 

Dr. 'Ziau4diD Ahmad : As regards part (b) 'of the question, may 
I know what those suggestions were, because we are not able to follow 
tlae, ~  on dlis Jlide of the HOQa!t , . 

The Honoura.ble Sir Frank Noyce :  I can only refer my friend to 
the article published in the Hindust4ft Ttmes of the 19th March, 1936. 

Hr. S. Satyamurti : With ~  to music programmes broadcast 
trom Delhi, are any attemptlil proposed to be made to improve the-
quality of music , 

The Honourule Sir Prank !Toyce : I think eonstant attempts are 
being made. That is one of the objects for which the Advisory Council 
hs been constituted. 

Mr. t. latyalllllrti : Are Government aware that the music today is 
extremely dull and is not of that appealing quality which Indian music 
can make, if only attempts are made to get the best , 

fte Honourable lit "rallk Noyce : I a.m quite SUTe the Controller 
of Broadcasting would welcome any suggestions that the Honourable 
l1ember is in a position to make in regard to this subject. He will be 
~  grateful for any useful liIuggestions in this direction. He will 
~ here during the course of the Session, and if my Honourable friend. 
would discuss this with him, both he and I would be very glad. 

Mr ... Angthaa&yauam ~ : What is the composition of 
the Advisor),: ~~  in Delhi , 

The Bou.ourable Sir Frank Noyce :  I think it was published in the 
Pl'ell8 a shori time back. I cannot giye it offhand, but IshaU be very 
dad to send a list to ,my Honour&ble friend. 

ABTICLE ON THE INDIAN MEDICAL SERVlC. PUlILlSIDI:D IN TIll: Hi •• 

202. "'Mr. S. latyamurti : Will Government be pleased to state : 

(a) whether theil', attention has been drawn to & leading article OD 
the Indian Medical Service, published in the Hifldu, dated 
the 18th April, 19a6 ; and 

(b) whether they propose to redresa the grievances mentioned 
therein , 

' •. G. B. F. TotteDha.m : (a) Yes. 

(b) Gov-el'nment do not propose to reintroduce an open competitive 
uaminatian for entry .to ,the Dtdian Medical' Service. 

~  ~  : ~  not, Sir T 

'_; O. R. P'. 'Tottenh&m : If the lIonQurable Member will read the 
deb_teon li!hich c&'i\Jment is m,Jde in the article to which he' has ~  
Ie wm:lnd tile reasens.' ,  ,  " .. ,  .  . .' ... ' ',",. -,."', n, ",',' 

.• .  "  • ~ •.•.. ~ ',' . ':-,' t,,! ... ~ ~ .'",. ~  :' ':,' '.. ..'! 
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Mr .•. Satyamurti' : But after ~ debate, in lie", ,ofth,pv,blic 
,opiBion, I want to know if any action has been taken. l' ~  we. are 
eoDlltantly told to go back to what was .aid years ago. Don't they 
reeonsider the question. 

111'. G. B.. P. TotteDham : May I point out that the Resolution on 
the subject was defeated t 

Mr. B. Ba.tyamurti : May I take it that the Resolutions which are 
-carried will be accepted by the G!?vernment t 

(No reply.) 

ABTICLE ON THE WORKING OF THE BRITISH DEPARTMENT OF OvERBEAS TRADE 

PUBLISHED IN THE Hindu. 

203. *1Ir. B. Batyamurti : Will Government be  pleased to state : 

(a) whether their attention has been drawn to a leading article on 
the working of the British Department of Overseas Trade, 
published in the Hi",dv., dated the 20th April, 1936 j aild 

(b) whether they propose to accept the suggestions made therein t 

The Honourable Sir Muhammad Zafrullah Khan : (/I) Government 
have seen the articltl referred to by the Honourable Member. 

(b) The onlY' ~  made in the article in question is that the 
mercantile community and the Government of India should study the 
working of the British Department of Overseas Trade. There is no 
suggestion in tht' article-to have a Department of Overseas Trade. 

Mr. B. Batyamurti : Therefore, the Government do not propose to 
have any Department for Overseas Trade separately to' de8l with the 
.question , ~  

The BoaourableStr lIubammtdZafrollah Khan: The article does 
not suggest that the G9vernment ;hould. have such It Department. it 
merely points out that Government should study the working of the British 
Department of Oversea. 'I 'l'rade. 

Mr. President (The Honourable Sir Abdur Rahim) : .This is a great 
,disadvantage when putting quest.ions in that form. 

1Wx. B. Baty&murti:: Sir, you are ,the custodian of ~ House, ard 
I woul{l request you to give us a ruling. Is every Honourable Member, 
when he refers to an Ilrticle in the press, to copy 'out the entire ~  , 

Mr. President (The Honourable Sir Abdur Rahim): I think I 
ought to make it. quite clear to thc House that th,is ~  of ,.qu.wions 
entails great disadvantage. I fhid there are'too many questions 'which 
.simply refer to wbat a particular. paper has written on any particular 
subject What is ordinarily expected of the Honourable Member, when 
he wants to put a quelltion in order to elicit information, is to .. stat.e the 
points himself ; he ought to read the artiel'e 'himself i8rid'litUe-oI{what 

~ he. wants ,information froll1 the ~  ~  
Member.s t.hemselves must ,take ~  ~ to ~  the ~  
whien they want informa?on,' sO' ~  the o.ther ~ ~  
may know what are the POlDts on whIch questions aTe asked. 



~  _ •. ~  This i1l 8 new ruling, Sil!'r;d> ~  

previous ruling. Your ruling was, with regard to articles.in we.ll known 
newspapel'8i that reference to them was enough, but in view of your preseut 
ruling I 'Will carry it out. I will Wi'ire out the points. . 

Mr. President ('fhe Honourable Sir Abdul' H.ahhn) :' At ~ time 
of my previous observations, I had not noticed that the articles. ,vere 
referred to in general terms in 80 many ~  Occasionally it may be 
necessary for Honourable Members to refer to certain newspaper articles 
and it was in neference to that practice that I gave my ruliiig that 'then 
any such circumstance arose where reference to an article in a newspaper 
had to be made it would be quite sufficient in the ease of well known news-
papers to refer to the newspaper by name and not to supply copies. 

Mr. S. Batyamurti: Should I summarise all the points f Is that 
the ruling, Sir , 

Mr. President Cfhe Honourable Sir Abdul' Rahim} : Whenever any 
Honourable Member wishes to obtain information on any particular point 
he has to state the point himself, because in newspaper articles generally 
t.here are' mixed up comments and criticisms. When a question is asked it 
should be only to elicit information on a definite matter . 

.ARTICLE ENTITLED "THE CRISIS IN SoUTH AFRICA" PUBLISHED IN THE 

H-rM'U. 

204. *Mr .•. So.tynmurti : Will -Gnvel'umellt be pleased to state: 

(a) whether their attention has been drawn to a leading article 
entitled" The Cl"isiM-in South Africa", in the Hindu, dated 
the 21st April, 1936 ; 

'(b)' ~  they are in touch with the Indian coJDmunity in South 
Africa. 11l1d whether they are pl'epared to ~ tbeir good 
offices t.o 8 voiil '1. split among the Indians there f 

Sir Gfrja Shankar'· Bajpli : (a) Yes. 
(b) The Honourable Member pr.esumabl, ~  t!) t1;le ~ of unity 

amongst· In-dians ·in South Africa. The Government of India earnestly 
desire that the community should be united and it has been the constant 
endeavour of the Agent General, since differences appeared, to bring about 
their removal. . 

! Mr. S. Satyamurti : What. is the-'latest irifortrlation in t.he possession 
of Government as regards unity amongst Indians in South' Africa' . 

Sir Girja Shankar Bajpai : ;J shotdd not'conslderit altogeth:m. too 
sl!oti.$fa:ctory eithe;J.' to .. the ,Honourable ·Mem.beN OISP08ite 'or '. ·Govern-
ment. .  . 

. Mr. S .. Satyamurti : Are ~  the matter f1l'rther 
;nth . Ii. view to bringing about that much desired unity among the 
Indians' 

. .-\ ... ; 

~~ ·atir .Gti'jr. JbID,kar, ~  {'ba'Vealready stated that· the Agent 
~  ill. ~ aU qe ;C&n; . it is im.poaible for·him 'to' do anything 
~~  4, .:; 

~  ~  ~ ~  ~ . ,1;,( ",1<,·; ,;' ,'-, "'. 
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. .. ~ I. .tyamurti : Is the Agent ~  ~  ~  S ~  , 

lib' GtrJa. Sbukar hjpi.; My ~ ~ ~ ~ ~ it! ~  ~ 
that the Agent Genel"41l1ad. to ~S  Africa QWlD6J to iUneaII· 
Mr. 8. Sa.tya.Dl1llii: And who is deputising for him Y 
BirCJirja Shank.1Ll" BajpllJ. : We ~ only made ~  a'rrange-

ments. ThE' Secreta1'\.v is carryiug on for the time being. 

" :Mr. 8. 8&tyamurti : How long is the arrangement to oontinue' 
OJ! 

.. Sir Girj& Shau.ltar .a.jpai.: I caamot say. It del;elldK upon the state 
of health Qf the Agent General. 

Mr. 8. Satyamurti: Are Government satisfied that this temporary 
arrangement is the best under the circumstances in view of the acute 
situation in S ~  Africa , 

Sir Girja S~ 8I1.jpa.i : 1 do not think tbe situation is 110 acute 
as to justify our sending out an .Agent especially. 

ALLEGED KIDNAPPING OF A. HINDU GiRL IN PESHA.WAR. 

205. *Mr. 8. Satyamurti: Will Government be pleased to state: 

(a) whether their attention has been drawn to a report about the 
alleged kidnapping I)f a IIindu girl in Peshawar; 

(b) what the latest position of the matter is ; and 

(c) whether they have taken steps 1;0 present such oocurrenoea in 
future' 

The Honourable Sir Hemy Or&ik: (a) Yes. 

(b) The criminal cases in regard to this &Bair have, I UDduatand, 
been completed, 
" (c) It lIS for the Local Government to take nec8l188ry actioJ1, 8&ld tbq 
Jaa.,e M doubt done so. . 

. •. 8 .• ~  lIta-ve the Government heard from the Local 
Government about this matter , 

The Honourable Sir Henry Ora.tk: The last communication i. aated 
the 11th August. 

1Ir. 8. 8&tya.murti: What did it say , 

The JIenearIble .. IIftrY <tratk: It mentions something about ~ ~ 
temporary custody of the girl. 

• ~ .. A,DMtlwM.J'UlUD .A.VYIUhPIIIP; What is. ~  ~  of ~ enm case . -.,,, -T- . 

The Honourable 8ir Henry Or&ik: All tq" five ~  ~  con-
victed ~ the ~~  of Bannu .. TJieir :appear. ~  
~  Judge .ithlnel'eluJit that three. appealS ~  ~~ 
was accepted and the sentence WIIS reduced m the case of the other. . 

Pandit Lakahmi ~ ... ~  ~  ghi ~ ~~  ,.'." 



-. 
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~ Op'!18 ~  ~~ S  
, ~ ~ ~ 'Wrl'H ~  S ~  ' 

206 .• _. 8. ktJ&ID1U'ti: Will :GoVeI,'llDleut bopleueci to st"e : 
'.; .. -

(a) whether their ~  hal' been drawn to a discUSSion iii the 
~  C01Jncil, Unitecl Provinc., on the, 21st .arch, 

1'936, ,hi whieh Mf. Chintamaniasked GovernmeBi,'" l!IO-
operate with the All-India Khadi Spinners' ~  and 
the Village Industria ~ ~ ~  :rlln;stt!r said 
that the suggestion was interesting, 'but he was l'iot &Ute if 
the other side was anxious for ~  ;, 

(b) whether they' are aware that ~  ,hu ~ that 
b&tk the AssoeiatioD'S -are ~  ;  ,  "  ' 

(c) whetDer they wIn withdraw the circular prohibiting Govern-
,mlmt aetv*b1B, from ~  With the aboVe .Msocia-
tions ; and ' 

(d) if not, why not T 

'fte Konourabie 'SirBenry Ora.ik: (a) I have seen the report of 
the debate. 

(b) Yea, I believe &0., 

«(!) ~  {d) .No request for &si!istance has, so tar as I am aware, been 
made. If 'any.ncb request is made it will be considered by the Local 
·Oo1'el'Hleil'tC!roneeY'ned on its merits. -

lIIr. S. Batyamurti : Will the Local Government have the tinal voice 
in the matter T 

The Bonourable Sir Henry Oraik : Yes, o'bviously. 

~ OF FOUIGN 1i':Xl>:i!lll,TS TO EXA)UNE THE V ABJOU8 ~ 
,  ' OF Oon:RNMENT. 

207. * •. 1. Satyamurti ~ Will Government be pleased to stete : 

(a) whether their attention has been drawn to an article entitled 
" Is there no end T ", in the ItKUan Bzprm, dated the 9th 
May, 1936, regarding the iOlportationof foreilD .-perts 
to examine the variolls Departments, of Governmeat; 

(b) whether they will' consult the .t\lB8embly aDd take its })'ehnidibn 
'before bringing down the experts ; and 

,(c) if not, why not 1 

air Girja Shankar .Bajpai: (a) Yes. 
(b) and (c). Action of the kind referred to in the article is the 
~  f1l,I;1ction of the Exeeutiv.e. The Assembly has opportunity to 

~  iisviews on decisions ~ this character when it is approached tb 
provide the ~  ~  ~  do .notconlider_ihat'any other 
form of ~  1R ~  



•• [8ra SBPT. ~ 

. a.' •....... ,..... ~ ~ ~ ~~  
even for putting down immoral traffic in women I' ; ..... '::' Of. • 

. . lir . Girja Shankar :&,.jpat: ~ ib.e artiole i9. w,Qich ,11J7 J·JiQQouabl.' 
"friend has referred thereis absolutely no reference whatsoever to immoral 
traffio in women.' . . 

111' ... ha1ithaaay&na.iD.·A.yjaDgar : Is 'it' iiot·i faet ~  articl4t 
. tiler.ei.J;l, ~ to ~ of, ~  in expwta.., ••• 

• r. Presi4ent (The Honourable Sir 4,bdur Rahim) : The Honourable 
~  does not know what is 'oon.tamed in the article. ' 

lIr ... ~ ~ : How do we know what ia 
contained in the article , 

Mr. N. "Joshi: That is exactly the point. 

Mr. M. AnanthNa)'aD8.m ~ :. How can we ask supplementary 
questiolls when we do not know what is contained in the article' 

lIIr. ~  (The ~  Sir Abdur Rahim) ~ There is force in 
that complaint. Next question. 

DBCLA1U.TlON OF POLICY REGARDING THE ~ OF MANnA-TEl> TBRRITOBIBS. 

208. *Mr. I. latyamurti : Will Government be pleased to state: 

(a) whether their attention has been drawn to a statement of the-
Dominions Secretary ~  he should .nter into consultation. 
with Dominion Gove,-Iunents with & view to a uniWl'IP" 
declaration of policy regarding the future of, maudatAtd· teni:' 
tories ; 

(b) whether they will also be consulted ; and 

(c) if not, why not' 

Sir Aubrey Metcalfe :. (a) No such statement appears to have been, 
made by the Dominion Secretary who, according to the official Report of 
Parliamentary Debates, stated in the House of CommoJlS that His· 
Majesty's, Government have no intention whatrier of raising the question 
themselveR. 

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

Mr. 8. latyamurti : May 1 know whether to the knowledge of my 
Honourable friend, the Dominion Governments have been consulted by 
~ Dominion Secretary with respect to the future of the mandated 
territories in Africa' ' 

lir Aubrey Metcalfe :  I have no knowledge on the subject. All that 
I WIlS asked was whether a statement had been made. No such statement 
appears to have been made and we have no ·further knowledge, 

Mr. I. Satyamurti ::MBY I know whether the Government of lndia: 
were e\"Cr consulted with regard to the future of any ~  territory Y 

'Sir Aubrey Xetcalfe :  1 certainly think not, and there ·.'DO relUlon: 
why they should be. 



''', .1Ir., ...... ~  I ltUw· ~  

noently. ~  .bout· tbefu,ture of Palestine, the' mancla.ted 
~  there ,. 

8tr :A:Ilbi'eyMetoaJfe ~ 'No. 

2U9. *Mr. 8. Satyurarii,:I do not put parts ('4) and (b) of questiOD 
.No,.209t. I put opJ,y parts (p) and (d) . 
.  I  _  • .  . •  • ". •  I ~ .' . 

Tho BO!lO'al'i.ble air .ubammad Za.frull&b. nan : 
(0) Yes, Sir. 

(d) Does not arise. 

INvE8TICtA.TlaH DI'l'O THE NuTlilTION i'BoBLE:aB. 

210. *Mr. 8. Satya.murti: Will ~ ~  to state: 

, (CJ) whether their' attehtion has been . drawn to. a question in the 
House of Commons on the 11th 'M.a.y about tho investiga-
tion into the nutrition problems ; 

(li) whether experm1enta have .been carried f\Ut i. and 
(0) if 80, what the results are' 

Sir Girja Shankar Bajpai: (a) and (6). Yei. 
(0) I would refer the Honourable Member to some observations made 

~  me' in the ·.course of a speech made: 1n this H01UI8 ~  Mareli. last. 
The poasibility of an all-India drive in the direction of investigation and 
propaganda with· the aid ,of provincial Public Health Departments ia the 
subject of study at present. 

Mr. 8. Satyamurti : May I know if any results have been arrived at 
and published for the benefit of the poor people of this-country on the 
question of nutrition , 

Sir Girja Shankar Bajpai : I have answered questions on that point 
before and I have stated that dietaries for the poor of the. maximum 
nutritive value for the expenditure involved have been published, but 
because they are not sufficiently well-known we are eonsidering the 
question of making the results more widely known. 

Mr. 8. 8atyamurti : May I know whether, in publishing these results, 
Govcrilm"ent have considered the length or the shortness of the purse of 
the average Indian, audwhether these results will be made  available to 
those people ~ are the most aifeeted by them and in their languages , 

t209. -Mr. 8. 8/1tll/l,,",rti : Will Government be pleased t& atate : 

(a) whether notice of termination of the Ottawa Agreement haa been given; 

• (b) ~  negotiations have been ~  between India and other countries 
fot; tra.deti'eatiea on the baBia of reciprocity; , 

(c) whether they will tIoDlider the lieceillit;y of the negotiationa taking pIaee iIII 
- India; ·and .' 
(/I) if BOt, ,..lly1lOt , 
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, .. 8trja·.' m".. .... ': .. So'" .. til. tnt ~  the 
.... Ugation· hal 'beel1 dizeett4toW&rd& INIgeiltmc dietan. iIW .... 
e:s:pen(liture which the poor man in this country can afforA;' 'lbe qlNItJoIl 
of publication in different languages is eu. ... iJla ~~~  the 
Government. ' 

Xl ... WyamlU'tJ,: What is ~  aeoordiJlg tp the Gove1-maent 
expert, of a diet which will be nutritious and which the average Indian 
AJJ dord' Have tlley unveil, &* &rrI ~ t 
Sir Oirja 8haDkar Bajpai : I: '8a!ttlot say that 611)" oiform atll.DdUd 

has been arrived atf ~ ~  ~  ..... ~ ~  
ordinarily a cost of two annas a day per head. 

lNEGOTIATIONS FOB THE SETl'LElIENT OF THE Tl1JfOaHADlW. DlsI111'E. 

211. *1Ir. 8. Wy&lDl1lii : Will Q(Wtll'.ruaeu,t. be· pleased to state: 
(a) at· what stage the negotiations for the settlement of the Tunga-

bhadl'a diap1lte atand· ; ~ . 

(b) . ~  ~  IPlQ ~ GoverlllP_ta.hne come to 
a joint apeement regarding the procedure ,to be adopted in 
the dispute over the waten of the Tungabhadra ; 

(c) whether the decision of the Government of India will follow 
. only ·after they 11&\7., beal'd frottt the l\fysore and 'Bombay 
Governments ; 

(d) whether they propose to have a round table confel'eu.cej.and 

(6) if so, when t 

I'M lIQMaraWe JIir PraIIkB.,..: (.) to (.). I would Nt ... die 
:BODQt4table Kember to the ana .... er whieb I gave ou. the 2nd of tBi8 lDoath 
ti) II.r. AD8I1t .... )TatI&. AY1a&gat's starnd que.t.iOA. No. 63. 

SHOR'r NU'l'ICE QUESTION .AND ANSWER. 

ROUTINE GRADE EXAMINATION FOR RECRUITMENT TO THE GOVE1lNMENT OF 
INDlA SECRl!7rARlA'l'. .' 

Sir Jluhammad Ya.kula: (a) Arc Government aware tha.t ~ 
12 N' it Routine GradA ExamiJ:!.ation for recruitment to the Govern-
00. ment of llIdia, Secl'etariat will be held at Simla on the 16th 

September, by the Public Service Commission.7 

(b) Are Government awlU:e that the last date for produciJlg the oert.i-
fiWlte of typewriting by the candidates is the 2nd October , 

(c) .Are Government aware that the Fonetic Remington School was 
the 0111y institution at Simla authorised by Pitmans to issue typewriting 
certificates on their behalf T  ' 

(d) Are Government aware that about a fortnight ago Pitmans with-
drew the authority which they had delegated to the Remington Fonetic 
School, Simla, and now there is no ~  institution at S ~  ~  to 
j.sile such a certifl.cate to candidates, and that thill. w9v,ld inflict a very 
great hardship on the candidates, and that about 200 ()f thew who are now 



~  . ..m. net; be' coDsidered u: qualified; in .. pift' Of' ~  paisiDg the 
examination, and some of them will be debarred for ever owing to age 
~ ~  .. : . ",,' ".'" 

(e) Is it a fact that last year, owing to some such difficUlty, the date: 
~  typewriting cel'tificate ,was ~ ~ ~ one month , 

';. . U) Are Government prepared to direct the Public Service CommiuioD' 
to :p,xtend, by one month, tlie date for submitting theeertiieatet 

. . 

The BQDoarable. Sir Henry araik: (a) Y es,Simla is one of the 
centres in' this eDmination. " 

(b) Yes. 

(c) Government have no information. 

(d) Government understand that· difficulty h'as arisen between ~ 

Fonetie School, Simla, and Messrs. Pitmans, and that in consequence about 
~  candidates. for the ensuing ~  Services· Examination will be 
~  to produce their certificates of efficiency. in typewriting within the 
tUne limit. 

(6) Yes. 'f 

(f i Government have referred the matter to the Public Service ~ 

missiol1 and understand thtt the Commission are prepared to extend the 
date for SUbmitting typewriting certificates to the 2nd of November, 1936, 
for thoE'f: candidates who were atfected by the difficulties between the Fonetic 
·School, Simla, and Messrs. Pitmana. 

Pandit ' ..... bm; Kanta lIIIaitra. : Why is it that Government. select 
particular companies or agenciest There are so many typewriting 

~ in this country T 

The Honourable SIr Henry Oratk: I must have notice of that 
questioD 

,MOTIONS FOR ADJOURNMENT. ~  

ARRESTS AND DETENTIONS OF PriBLIC WORKERS'IN THE PUNJAB. 

'Mr. President (The Honourable Sir AbdurRahim) : There is an 
adjobrnment motion in the name of Sardar Mangal Singh who wants to 
move the adjournment of the business of the House for the purpose of 
discussing a defiliitematter of urgent public importanoe, namely, the 
recent arrests and detentions of important public workers. in the. Punjab 
~  also the iJXlposition of restrictions on freedom of speech and movements 
thereon. As worded, it seems to be rather vague. I do Dot know what 
its meaning is. It does not seeto to be definite at all . 
. ,.. . 

8ardar llaJtgal Singh (East Punjab: Sikh) : My point is that thii 
is a definite matter of urgent public impol'taJUle. There have been recent 

~~  in the Punjab and so maJlY people have been gagged or interned. 
tt was not possible to give their names. 

Mr. Preliiem (The Honourable Sir. Abdul' Rahim) : Surely some 
specinc cases might have been given and ~ date.!! alS() should have been 
given. .  .  . ." . 
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" ~  IIbip. !:r hiLve:the namer"'and··tbe,:cMtes'lbr:tD7: 
JIOJIIeeilOJl· . ,;::;'. ., : .", 

Mr. Pruident (The Honourable Sir Abdur Rahim) : What are'ith'ori 
Mtliietiona t, '  ' .. 

~ ~ 8bi&ii : Some' people have been asked not to' inaJt8 
fJPQtdles. Others have beeD asked not to go out of their villages; Two 
candidates in the oor;ningeleotions have been gagged and one of them haa 
~  interned. Sardar Cavasheer is one of them. 

~  Iltr. heuc1eIit '('the Ironourable Sir AbdUl Raiilin) : This ij, too 
indefinite and vague, and I cannot accept this. I inust rule the motion out 
of order. 

lNTERFEBENCEBY THE GOVERNlIUNT 01' THE UNITED PBOVINOlIB WITH THE 
.' SUNNi MUSLIQ OF LUOXNOW. 

Mr. PreiidU.t (The HOllOut-able Sir :Abdur Rahim) : The nRt moti6ti 
'is in the naDie ~  Madlvi ByedMurtuza Sahib Bahadur. He wishe" to rkise 
the question of the interference by the Government of the United Pro:. 
vinces in an important religious matter by promulgating ~  under 
section 1«, C. P. C. a.gainst the Sunni Muslims of Lucknow panning the 
,J'ecital of Madehe Sahaba (Praise of the Coblplnions of the Holy Prophet). 
When was theorder ~  . .  . 

llaulvi .yed· Kurtua Sahib Babadur (South Madras: Mulaam-
madan) : Just two or three days prior to the COJrlmenCeBl8nt of the 
Assembly. . 

: ........ ~~  (The ~ ~ Sir Abdur Rahim) : ilas the Honour-
able Member got a copy of the order' 

, ~  Syed llurtUfo Sahib, J5aAadur : It appeared in the Press. 
Meetings of protest have been held all over India. 

Mr. President (The Honourable Sir Abdur Rahim) : The ~  
cannot take notice of that. The lIonourable Membel' knows t.he terms of 
the Rules and Stanamg Order.. He Inust cOMply with them. 

Qui Muhammad. Ah,!,ad Xazmi (Meerut Division: Muhammadan 
Rural) : 'Orders under sectitin 144 are passed on alm'ost every Friday 
,when ,there is a likelihood of the recital of Madehe 8ahaba or a prooession. 
,This started after S ~ dispersed, and it is continUIng every 
!Friday. 

~ (The Honourable Sir Abdur Rahim): Has the Leader 
\)f the House ah1tbing to say on this , 

The HonourAble Sir Nripendra Sirca.r (Leader of the House) :  I do 
not know anything beyond the fact that some orders have been passed. 
I do not remember the date, nor do I know in what language the orders 
tvere passie'd,'an:d what WRS their ~  I do not know whether it was 
for keeping the ~  or for any other purpose. 

Qazi MulJamnuul Ahmad 1[aZmi : There has been a notifieationby tle 
Government. 
. Mr. J'.re.ident (The IJonourabie Sir Abdui-Rlthlm) ':"!he ltoii8fuoable 
Member must ariD. himself with coPies of theae ardfJrs. An ~  
motion is not a light matter.' '!', 



·t.: .. 

Qui .. Jwmwe4 ''''''4 .. KMIii: 1 . can .. pI'Odau;. tIM Qlder thia 
~  . 

•. ~ ~ ~~  ('1;be,l1oRour£ble S ~ R.1Mm) .:IfUlere are &D7 
~  orden &lld if the' HOnolD.bIe !rlemberso chooses, heoan bring up 
another motion, but, as it stands, I am obliged to rule this 9ut of drder. 
The motion is ruled out. . 
f'..:":: 

AlmEsT 01' PUBLIC WORKERS IN THE NO&TH-WlIlST FRONTIlIB PlWVINOJII. 

.:' 1Ir. iPreIid._ (The Honourable Sir Abdur Rahim) : Thellut motion 
wm the name of Pandit Govind Ballabh Pant who wants to discuse ~ 
policy of arrest of public workers and interfereBce with public '8Ssembliee 
ftcaged in legitimate political. aetivity, pu1'8ued in the North-Weit 
J'IIontioer Provinoe during the lut two IDOBtha. 

When was the latest order passed t 

. PancUt Govincl BaUabh Pant (Rohilkund and Kumaon Divisions: 
Non-Muhammadan Rural) : The latest order was for prohibiting and 
banning a procession in Peshawar' 

Mr. President (The Honourable Sir Abdul" Rahim) : Why was it not 
Jrientioned , 

Pandit Govind Ba.ll&bh Pant: If I gave the whole list, I thought it 
would becO'me too long a motion. 

lIIr. President (The Honourable Sir Abdur Rahim) : Some facts and 
BODle definite matters JDight have been given. 

Pandit Go9iDd BaUabh Pant : I thought it would bea more compre-
hensive thing to deal with the policy rather than with an incident. ThiB 
consists of a series of incidents rather than one incident. Anyway, in thia 
case I am prepared to give the names and other details.· I ~ it is not 
disputed by the other side that such things have been done. 

Mr. PreSident (The HonOurable Sir Abdur Rahim) : But, 8S I have 
mid already, the Honourable Member ougbt to make that definite in the 
notice itself. At any rate some definite cases have g-ot to be mentioned, 
And the date. also. 

Pandit GovindBanabh Pet: If necessary, I ean give them now ..... 

1Ir. PreaideDt (The Honowable Sir A.bdur Rahim) : That will require 
another notice by the Honourable Member. . 

Pandit Oo'rind BalJ&bh Pant: BjIt I now, Sir, I cannot move . it' 
again T 
ltIr. President (The Honourable Sir Abdur Rahim) :  I cannot allow 

it. 
Pandit Govind Ballabh Pan': That would be almost futile, because 

it has already been disallowed by the Governor General. I do not want 
to take more time of this House, because I know the ultimate fate of thi. 
motion. It is only an academic discUBBion, and one in which I am not 
very much interested . 
•. Prelident (The Honourable Sir Abdul" Rahim) : At any rate, I 

want Honourable Members to bear in mind that in the Ilotiee itself the 
tequil'ements of the Standillg Orders and Rules must he complied with. 
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.;:. .. • :. !<Bxn.lrIlJlN'J! OJ!;.MB. ~  R .. ' M.AsaANl: ....ox. TBB .. pU,l(" .... 

. 1If. Preaid.eDt (The Honourable Sir Abdur Rahim) : The neit motioD 
~ ~  stat1ds in the . name of 'Mr. Mohan Lal Saberia'i!1tiftneo-

tton ~  tlle externinentof Mr. M. R. Massani from the Puiljab.· !>OM-
tlie Honourable Member wish to move that ., .  .  . 

Mr. IIohan Lal 8akIena (Lucknow Division: Non-Muhammadm 
Rural) : Yes, Sir. 

The BonoUrab18 Sir Nripendra Sircar (Leader of the House) : S ~  I 
have &II. objection to' make, but I do Dot know whether that is an ·objection 
which you will ·be prepared .tollear or whether thi8 is the proper fol'UJD,. 
lmt my objection is that this is really not a .matter which is primarily the 
o'onceni of the Governor General in Council. If you think, Sir, that that 
is a point which cannot be· taken up before you, then I have nothing 
further to say . 

•  : Preaide:nt (The Honourable Sir Abdur Rahim) : I cannot dad. 
with the motion on that ~ You mean you have no objection on any 
other ground T '" . 

The Boncnarable Sir lfripendra Biroa.r : Yes, Sir. 

Mr. President (The Honourable Sir Abdur Rahim) : The motion will 
~ taken up at 4 0 'clock. 

Pandit Oovind Ballabh Pant : I take it it will be open to vither of· us, 
Sir, to move ~  as I have also another motion on the 88JIle subject' 

Mr. President (The Honourable Sir Abdur Rahim) : Only one· 
Honourable Member can move it. Of course you can speak. 

THE INDIAN COMPANIES (AMENDMENT) BILL. 

Tile Bonovable Sir Nripendra Sircar (Law Member) : Sir, I move: 
. "That the Bill further to amend the Indian Companies Act, 1913, for certain 
.,1D"POIle8, a8 reported by the Select Committee, be taken into con8ideration." 

Sir, when I introduced this Bill in April last, I gave a fairly long 
explanation of the reasons which induced. the Government to start this 

~  and also explained why certain changes were thought neces.sary 
ill the existing Act of 1913. The matter now is for consideration -of the 
Report of the Select Committee. The course I propose to follow, Sir, 
IUlbject to anything which may be said here, is this. I propose to explain 
and to indicate to the House the major changes which have taken pilfoCB 
in the Select Committee, because there are a very large number of changes 
which are either extremely trivial or merely drafting . corrections. 
Having done that, I do not propose to enter into a general discussion at 
this stage. As to what course the debate will follow, that. is a' matter 
Pont.ire]y . for this . House. Some Honourable Members may· prefer to 
walt untIl the partIcular clauses are taken up ; other Honourable Members 
may like to speak on matte1's of importance at this stage of the debate. 
That is a matter entirely for the judgment of any partioular Member who 
~  to speak; SA', aa. I said; I. proposlt· to pill-Ce before .the Houllfl the 
~  made In the Select Comr,nittee. If there, is a general debate OD. 
anl. of the .important matterll, 1 may have 19 repq-; .dep4ilnding on ~ 
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importance of the matters which are raised. Sir, ,I am afraid. the question 
,ef ·ia ~  /l.gency ~  the ~  ~  the Press has 
· .... UJQ.eda. ~  disproportionate size as ~ there is nothing. ~  in 
the Bill except the question of the managing' ageney. 'Be ~  it may, 
On the question of the managing agency at one time or otber I shall have 
to make a fairly long speech. I am afraid the speech "Will be rather dull, 
unexciting aDd probably boring to many: Members of this House beoau.se it 
1I·m involve going into voluminous facts and figures. 
Dr. N. B. IdJare (NagptIrDiVision : Non-Mtihammadan) : Why not 

~  some pepper and. salt" "  ' 

"  , .' ,The Honourable Sir Nripendra Sireal'; ~  ~  Member 
.in.terruptingmight, ~  l1P and inie1'1'1Jpt me, in sueh a way that I can.h. 
him, or he should not try' to ,interru.pt JJle. : (Interruptions.) 
Mr. President ('I'be HOItOul'abieSir Abdur:Rahim) : This is a ver¥ 

important' me_ure ~ the House" and I tAiDk· HODOUl'8ble Memberll 
'Ought to be more attentive ,to what the Honourable the Leader· oftb,e 
Rouse has to say. ...,.. .  . 

The Honour&ble Sir' 'Nripendra Sireai' :  I  " thank: . my' friend' for 
suggesting the putting of some pepper and saii:' 1 'won 't do it,' beca1l8e I 
can depend on BOme others doing it. Sir, I doll'QttbinJcthe situation iB, 
one which lends itself· to unb'Ounded enthusiasm. It.js a, rather compli-
'eated, technical and:dull ~  but of wry ~  ~  So, ~ 

as 18m' eODeemed, it iano iuconvenienOO to me whether. .I, l:!.avegot to 
address this House on the question of the managing' !'geney jua1Uyins 
$e proposals made in the Bill in my reply on this motion, or whether I 
wait till the 'relevant clauses and ameneinienmare taken. up. I now 
propose, Sir, with these few sentences to prOceed to the impOrtant changes 
made in the Bill. 

I, 

In clause 2 of the Bill, we have made an attempt to define" manager ,. 
and'" managing agell,t" separately.' This was, necessitated by the fact 
that various restrictions, prohibitions and reqUisitions have been cast up'On 
the managing agent. The definition g/tove the Select C'Ommittee a good 
deal of anxiety. It is'not easy to draft a definition, and; 'speaking 
'entirely for myself, I should be very grateful if anyone woUld suggest an 
improvement in the definition. That will' be partieularly weleome. We 
have not been able to do anything better than this. But if it is aapabl. 
of improvement, we shall be only too glad to hear fnrther suggestions. 
Then, Sir, I omit sottle of the minor amendments, but in the definiti'On in 
cliluse 2, sub-clause (b) of sub-elause (S); there are six 'Or seven words 
which make a great change in the law. r draw the attention of the House 
to that. The paragraph now begins like this : 
•• That other company shall be ,deemed to I be a lublidiary eompany within the 

meaning ot thill Alit, and the expreiaion • lUblidiary Ilompany , in this Aet means a 
company in thll eale of which the' conditionl of thil lub-section are .. tided and 
includes a 8ubsidiary company of 1UClh· company." 

Honourable Members will notice the change which has been introduced 
by the Select Committee represented by the underlined words, •• and 
includes a subsidiary company of such company". That makes a very 
great change because, by means ,of this de:8.nition it is intended to get at 
D'Ot merely a subsidiao' ·butthe subsidiary of a subsidiary. In fact, 
B'Onourable Members' ~  they come to the relevant section abOut 
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. {Sir Nripeacm. Shear.]" 
~  .coihpanie8 \\rill fina that while it has to a certain extent foU()w«i 

, the.. Enlrllahlaw on the subj'ect, the Select Committee' has proceedet!'v(IIIIf 
Il'.(ucli tiU-tber. .  , 

• I • • ,:; '. 

Th., Sir, tae nat thing to which I may draw the ~  ~~ the 
House is ""UM 7.· That olaU8e provides that certain artiolfa in Table )., 
which are stated there and which I need not read, WGuld., be deemed to be 
~  included in the &,l'ticleJt of companiea. Ther. is. one article to 
which I would like' to make' sp·eelal. reference .. Itu "attic1e 107. 'Thlllt 
article was the subject of much dilJCussion in the Select ~ Committee and the 
question wils whether that article should be included or not. -OpiniOn was 
1iq'iiaUy divnled before tM AdvillOry Committee and I believe, speaking from 
recollection, it 'Wll.a e&i'ried in that OOWaittee by my (luting vote. Thea, 
@ho, after theSeleet COlDmittee's NpOrt had been published I have received 
-"fW'1 DIDF· Jepr..ntama. poiBting out the diffleuUy Qf. making 107 com-
pabibry; The lWect 0emuWJtee has i.eluded it ,and. I am only poiJLtiDc 
out that 107 is now compulsorily included and I may just tell my frieDda 
here that that is an ~  which deals with certain details which have got 
[to be ahown ill ~ aoopunts, 

,  r DOW pilSaba ~ *11M 15 where .sap1 changes have been ....It 
~  \lI' ~  'ef shlU't!8aaui, of 'ooniu, judgiQr .b,. 80IlIIe of ~ 

~  ave If'IeClrivedinotiee, tIlii matter willbediSOll8JMld 
'lit et,tllddM'&ble" l..mwtll. ft1 "tM H-.1IIie.I .wdraw 1'Ollr, IIIttatio.· to . SlAD-
~  '(7) ",h1«!h says I 
.& "  : .'. j',. ..', : . "",' :' :.:: (. 

',., ." ~  ,,ill ~  .-tiOll .h!'ll ~ ~ ,any pO.W(!.r of th41 eoml'&ny ,lJ.nde, it • 
. a.rtie1ea. tit ,efllle ,to ~ the ~  ot aDJ. a1iirei." , , . 
'. .' . . ,",. ., . 

Now, Sir, the dispute which centres round this provision, ~ 

. ...witte, is' t&iI... I, d9 ~ . .thiDk ,that any section of the . interests. which 
,..-e ,l'epN8entecl .befQre t.Q.e Select Committee. by means of their opinion.s 
,had aqy ~  to the DireetorsbavUag the discretion to refuse to 
~  a Q'ansfer in the case gI. partly paid up sharetl. The objection 
,ms :r.e&1ly to an, dilKU'etio"nb&ng givell .to . the Directors to .refUse to 
ftgiater the 'tr.aDsw··o.( a fully paid up .share. Now, Sir, the matter can 
fIlt' argued bGth ways but we have f-ollQWed .really what 4as ~ the law 
here 'and .. have also !f.oUowedwha!t has ~ the law in England and 
whathu beea r.pecifieally stated ,bere is -to make it ,clear tllatit is not the 
.intention of the Select· CQ!JU;I)i ~ . to .change the. law. I find .sODle 
B'OllOull8ble Members, judgiAg by the, ~  I h¢ yesterday, ,:are 
-1IJlder the 1nipreuion that·in. England the Directors. hav.e. no power"to 
refuse the transfer of a fuJ.ly paid.up sh&J:e. That i8 Dot the law ~  

I thUik, Sir, ilie :o.ext material clause .will ~  cilause 27. To put it 
!WIery shortly, it 8I\Y8 ,that instead. of ~  two resolutionS---OI),e, ~  
original resolution followed byaeonfinuatory resolution-we are now 
~  w.lu!.t i!Jthe law D!-England, that .is, dil!pensing with the second 
;J'880lutipn.rrhat iJlvolves. crumges in. IDlm,y of ~  sections wherever ~ 
~  ia. ~ ~  ~  ". _ .  ' .. :;. 

~ ~~~~~ ~ ~~ ~~~ ~ ~ ~  ~ ~ ~~  ~ ~ ~ ~ ~  ~~  
~  71, I may remInd the nouse, refen ~  ~ ~  
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company. I draw your attention to page 10 ~  th.J! ~  ~  
~  ~ (c) ~ are: '  " .' , 
.. abowin,' ~ ~  any ~  or discount paid on the iSllUe or sa)e of shares." 

That has been ~  In clause (d), the wordljl " ~ ~  " 
have beeu added. That ill to say, the names, addresses and descr1ptioU-.of; 
merely of the directors and auditor& but also of managing e,gents mqst be 
contained in ·the report. Then, Honourable Members will notice a black 
line &glllast,clause (Ir.) which ~ thus: . 
,. the particulars' of any commission or brokerage paid or to be paid. in CODDjICltiop 
with the issue or Bale of shares to any "director, managiug agent or mall.\loger." 

That h.a$ been added by the Select Committee as an integral part of 
the report. . 

Then, J Iq.Iif pass on to ~  32. Honourable ~  will find ~ 
oJalU¥! (b) the following underlying words (' with a statement of t.he 
b.usill,ess to be irapsacted at the ~  Tl)e idea is to give to ~
holders information Dot only date and hour of the meeting but also ~ 
~  of the businefi8which is going to be transacted on tp,at day. I.p 
p_.words, tQ give a summ4lory of the agenda. That is ~  )\'88 addtld. 
by the Select ~  Then, sub-clal,lBe (e) makes a ~  
ilhange in .the law in favour of the shareholderll. It liays :  . 
.  " In any COIl1l'&DY incorporated after the commencement of the Indian ~  

(..,mendmellt) Aot, 11136, ILDy ~  whoso name is cu,tAred in the I,register 0' 
.eba,eholdcJ'8 of the ~  shall enjoy the Slime rights and be subject to the same 
liahilities as an other shareholders .of the same' elass." 

Poss.ibly, it js Dot intelligible to some IIonourableMembers who ~ 
,qot much experience of these articles of companies. What ~~ 

;SOID.etimes is that the article::; provide that before a ~ can ~  

fie ml,l8t be on the register for a certain length of time,for ~  ., 
~  or fOllr weekH or six weeks. That is being done  away with .and 
,the result of ,this IlmenUmE'.nt, as approved of by the Select ~  
will b.e that once t4ename is on the ~ ~  the shareholder will .have the 
ssme r.ight!! a8 IlDY ot.her shareholder of the same class. 

Now, I pass on to clalUle 37. This clause makes a very important 
\!hange. I would like to read the whole of sub-paragraph (2) and I am 
Flure thiR matter will be thrMhed out. on the floor of the House. It says: 

•• ~  anythi!lg contained in dill ~  of a compa,ny other t.han 
II prh-ute (·omplUl.l' tlu·· ~  if ~  nppointl'dby ~ managing agent shan 
not ('xc'('ed ill; numhf'r onp-thirrl of the whol(, numb!'r of directors. lind at )(!U8t urit'-
third of th" whole ~  of directol'tl shall bl' appointed by thl' cOPlpun)' ill general 
meeting. " 

Now, ~  the position iR this. One of the abuses complain('d of in 
represent.ations made by Jlublic bodies was that, as a matter of fact. the 
Hoard of Directors in many cascs is a mere farce because the Board is 
cl>mpletely ~  by the large .number of directors. who, under the 

~  are nominated by the managing agents. The original Bill. 
Vl,'pvidecl merely tlllit the managing agents will not. be in a position. 
whatever the artides may be, io nominate more than one-third. That 
.would be the maximum fixed for nomination by the managing agent.s_ 
ln . tbe Select Committee what hM happened is that  that one portion 
~~  namely, one-third is the maximum for appointment by ~ 
agents, but a further proviso has been made that at least one-third will be 
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S ~  ~  ",'.' Jr', ~  

aeleoted by shareholders iII, a general meeting. S ~ 'the . report has 
:beeJl made, my attention has been drawn to the diftlculty which w'UI be 
created in certain existing companiea 'if this; section:. isgivCm,fttwapective 
letfeci. 'What 1 mean iathis : in BODle companies, for instance,' :you fiDd 
·'there is a: 'power 'to ~  Indian States to notninate one or two: Directors, 
.... the case may be_ I cannot mue a'general statement because the artieles 
vary. Now, that is done in consideration of the Ruler of t1te Indian:Sta ...... 
o()f oourse the company is incorporated .in British, India-havinc taken 
a very large block of shares or ~ best part .of the shares' to the ,exteD.t 
~  ten.,lalqts and he bargains. that he must ba,vej>neof Ilia men 
on the Board and that he must have the right to appoint him... That. is 
a complication which arises in some of the companies. r:rhe second 
~  is that U#der' certain 'lItatutes, the ~  GOverimDent, ve,ry 
"otten .ille District Board or the Municipalit1 ~  pO\1Vers '()f nomination 
. ~ l)irectors in connection witll certain companies., I need 'hardly' tell 
~  ~  they lire public utility' companies. . The Select' Cbrntnittee have 

~  on this fod(mg. thB;,t the ~  ofone-:third ~ ~  left, ~  
01Jght w be enough for fitting In such, If I may use a eolloquud· expi'eattl'OD, 
~ ~  director,!, d.irectors. who are appointed by S ~  ~  -Wnether 
he is the owner of a large block of 'shares or a debenture' hGldei' (ir" a 
Local GovernDlent or a LooalBo81'd or· what not. Whether in fact this 
creates auy ditlicnlty or. not; ~ S ~ eBect is given, I am'11ot 
absolutely certain having regard to . one' or two cases ~  have been 
brought tomy ~  But 1 dare say I shall discuss that when the proper 
time comes: At the present moment that is the positiol'l. Then; there is 
''another difticulty which 'has been pointed 'Out and this was done only last 
W'eek. It was, this. ' W' e l\ave'suggested that one-third of the whole number 
of Directors'lihall be appointed by;the company in'a generalmeeting:-'l'he 
id.,a therefore is that all shateholders meet to appoint these oDe-third of the 
directors. My attention was drawn to the articles of' the East India 
Cotton Company which comes from Bombay and what happens there is 
that a definite number of direct<:lrs are elected by II particular clUB ~  
~  for instance," the shippers have one director, the brokers 
have .one director and 80 on. ObvioWlly it will not :8t in with th_ 
.drticles if we provide thllt every one of these dire"tors have got . to 
be a,ppointed by II general meeting. But that is a matter which surely 
after' further discussion, if it comes out to be a formidable point, can be 
set right without much, difficulty. 

The next important thing is clause 40 which begins at the bottom of 
page 15. In clause 86-D Honourable :Members will notice that a loan is 
prohibited : ' 

•• No eompany lhal1 make to a direetor of the company any loan out of mODeya 
,of tho company." . 

Of eourRe I need not tell you that there' is II penalty for contraven-
tion. I presume Honourable Members will notice ~ change ~  has 
been made. What the original Bill provided for was .that a loan was not 
1;0 be made to a director out of moneys borrowed by the cOmpany, that 
re to Kay, it WClUl!l .not. be pennissible for the company'to bOrrow money 
ond out £If that bortowed money to lend it to the dincto'r.Now,it is'i. 

~  prohibition 8:.n<1 moneys cannot be lent to directorS at ~  ~ 
ill thp. change which has been madf' 'by the Bel-ect Committee; '0")' :1'. 
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Mr. Sri Prakasa (Allahabad and Jhansi Divisions:' No.il-Muham-
~  : May I know ,whether a director of a bank can overdraw 

.oJl.,hi4banking account , . 

TIlt HOllourable Sir Ifripencira Sirelll'.: Yes, lIe can, beeausebanking 
'.hM been'made an eXception under ~  '(9) whiCJh reads : 
,i This aection shall not apply to Ii private company (except a private companr 

wbioll '11 tJae mbBidiary coDqlan)' of a pDblie company) or to abanldng company." 

When the time cOnieS, if. the matter is debated, I think I shall be ~  
'W 'sho'W tha.t there i. a considerable bOdy of o.pinion if I may quote 9u.e 
opinion thaf the 'directors of banks are very often theil' best customets .. : 

, •. ~ ~  ,City: ~  
Sometimes their worst. , .,' . 

" ~ The JIoIlounble8ir IfripeDdrt. Siroar .:1 have bot :ret come aerOlS 
·lR1ehca-. ., 1 )[110..,' the general charges which are ,made afrainst directMs 
and managing agents that the sooner'they are sho.t down the better and so 
·Ioti,· bu t ~  shGlud 1 !Wait· for' concrete' eases, I have nb such eases' whreh 
have at Jeasteome to iny notiee.'Hononrable 'I\{embets may be aware of 
. them.; . . 

No.w, ~ on to page 17. S ~ (1) ,readS : 

. "Every company shall _eep at i" ~  ~  a regiater of. its direetor., 
JIl&Ilagers," , ': .. '.-

~  have now added,-
, ., ... atld DlRuging agents." 

" , Then, Sir, we ~  to the clau'!Je which I ~ sure ~  occupy a good 
~  tlle"time of the House. That is clause 42 ~~ is found in pages 
18, 19, 20 IJnd a part o.f page 21. This clauRe relates to managing agenta: 
,TJ'le ~ changes are, first of all, if I may pnt in collo.quial language 
lDstead of technicalities, the original Bill provjded that a managing agent 
woo was going. to be dismissed at the end Qf: .20. years-because that is thl' 
rcsult of the .Statute, he D;lay be under ~  to remain. for 
/i() years and very often as we have in ~~  agreements they are 

~  and non-remov.able and so on, instead of that they have got to 
go after' 20 ,years under the presllnt Statute-:-:.it was provided t.hat. a 
managing agent ought to be paid the moneys whieh are due to him. That 
of course no one objected to. The additions whieh have been made refer 
to t.wo other matters, firstly a .certain amount of money may not have been 
due to the managing agent at the time of his dismissal, but it may become 
due later on. He has got to. be indemnified against his liabilities. .As 
we shall see when we discuss the managing agency system, it is the 
business o.f the managing agent and it is his duty not only flo lend money 
himself but to guara.ntee advancea by the bank. That guarantee may not 
havtl matured at the time when he is dismiSsed. He may no.t have to pay 
that amo.unt; it is po88ible that theco.mpany may clear off its debts and 
the managing agent will not be charged, but a provision has got to. be made 
~  ~  against liabilities which may. accrue in future. 

'rhe other change .is the question of compensation. That question 
a.riees.only where the managing ~  is beingdismi$l(Ied before the term 
pJ:'Ovided for in his agreement. SUpposing he is ·entltled to st&tr for 80 
~  :by the-operati()D of the preRent Statute he is going to be aentawajr 
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after'. yean. ' Iil the Select COIIDJIlittee, proviaionhas beea'· mede,,)'tit 
compensation, but I should like to tell the House that, 881 read':the 'law, 
• ;lIWl8ging, agents who are eBtitled to C}ommissio:na w..ill ~  get 
nothing ~  .tp. (}Qurt.. Tb,e ~ ~  ~ that tl1ts. ~  _lie 
~ ~  to giye ~  ~  on t,Qe ~ of future ~  the reason 
beiDg, ... l.4or4Justice ~  pu.t it, that althQugl1 you have bee.nappoinitetl 
~ 50 ~  'the, company OJ' the eIQ.ployer ~  ~  no ~ ~ ~  that 

~  ~~ S  "fIl,l ~ f?r 1.)0 ~  ~  ~  ~ ~ 
th .. ~ ~  ~ be of ~~ ~~ ~  Xt is ~ to *e (jpw.ppy Ql ~ P..P.At 
week after the 20th year to reduce their business to negligible size i and I 
think Lord J:usttee James MYS that they ea:D. reduce" it' to ier9\ ~ Bl,lt 
whatever that may be, I will not go into too many law cases. :My Under-
~  ~ 1;he ~ PQt *1 f,.JD t.lt.e Jnditn ·.WI ~ f,I,'9pl the 
-.mJIW'Y given by Lord Justice ~  je that, ~ they h.vegei. 
~  right, they C&nnQt get any ... ti.al ,,-out. SeeQpdJ.y, the ot4er 
item, is oelce allowance. Obviously, the Courts will 8,Ik .hUu., ~  

.bout office allowQce' You h"n been cUsmissecl ; you have kept $. 
office ; you no longer require a typewriter or the telephone ; ~ yQJ1 
have not really lost much". As I read the cases, in the nOl1Dal cv.se of 
ti,e maJllaging agent being remunerated by a' commission on the business 
of ~ company, he practieallygets nothing. But I need hardly remind 
my Honourable friends who must have read,-so I 8S8ume,-the opinions 
of BOme of the 'Ilssociations, that there can be other eases; , For' instanee, 
I find in connection with a company,-I do not ~  to .'JJ,&Ql.e the com-
pany,--8! bargain that in ~  ot, their qismissal they will ~  pro1j.t for 
eight years ~ ~ ~ . on the ~  profit made during the last ~  

yeel'8. There a'gam: ~  this wiD me.1lD that the Court' wil,l poasftil, 
rip it up on th,e ground that thif'l is in thepature of a. peh81ty and ~ 
liquidated damages,.:....tbeae &re ~~  ~  wh\ch I',do not think 'the 

~ ~ 'be ~  wit}l ~ ~  ... I ,imply ",ant -to inform . the 
~ ~ that a ~  has, ~  ~  !lnd th,IS HouSe 'has ~  to conmder 
·'Whll.t, tbt\ eft'ect of ~  ,1'vi4r be. ' "Section 87.;.B 'introduces It chwnge 
inasmucb . 4s the ~ ~  ~ if the managing agent ':. '. ' 
" js I'onvicted of an' 'oft,'enee ~  ~  to the ,affairs of ~  eonil'uf ~ 

~  thl' 1"di8n Penal COde, ~  'birtngu1iciilr the 'pi'o'riJ{on8 of lthil Ccide of Crimill1tl 
Pl'Gllt'dur8, '1'1l'8, lI.On.baiJable·; an' f01 tlIe 'purpOIl88' III thi8t1iaue, i1\Iberl!l tile -MIr 
ink age.at is a.firm ~  ~ ~  ceomm'fttcd· by a member ,of each JirQlor.,,,," 
4,j.reet()r. of .or: ~ 01l'\eer".boldWg ,a gener,.l po.wer ,of attorney from 8Uc$ C(lJIlpa'IY 
.. ~  ~ ~ to .lle an ~  t'ol)1l)1itted by 8J1Chfirm or company,; " 

,  " , • I •• ,' : • ' • ' .• " 

; Titis • is 'a mitter' wbieh imay require ~  

I, ~  tl1ere: ~ ~  ~ ~ ~  (p); 
" 4' traufM of hill ,oftice -by,. ,managing.gent ,shall be .voitl 'l1li1881 ~  

by the com.pany in generl'l meeting," ,I 

A pOssible defeot is that ,"tratUlfer"" bag not been define"': 

There is avery hnporiant' ~  in 87-C., wbillh -prnv1des that ~~ 
remuneration of the managing' agent in connection with companies Coming 
into exiRtenM after' the paSlling of ·tID!! :amendiiijr Act of '1986 aball be a 
sum based on a :8xed perbentage of the Det annual profit. of the .company. 
That is the result of the evideJlt'.ewhieb was .nven before the Textile Oomr 
mi88ion where most of ·the witnesses agreed that this is the form which i. 



least liable to abuse. But a change has been ~ iD tU provilo 88 
under: ' 

" •• Prottded that' nothing herein ~  shaD a"ply to the 'appointment of a 
tlmapa.,. 'I 'f1nt __ gbli apnt ma'Cle prior to the lllae flf .tt.. FGIp_lIl, or atate-

~ in Bea at proapeetui, where the terml of the r8JIlaeratioil ot I1HIb 1Il&ft&li1ll 
-,eDt are there let forth. ~ , .' 

I, am ,drawing .the pointed attention of the House to this beC&UBe I 
ttp:d ~  thialailguageh&s been open to ~  What O\lr i4" 
was, is this ; at least that was my ide'a, and I believe that was the ~  o.f 
the Select Committee and those who supported this measure. If a 
pr06pectus seta out the net percentage ~  agerit will charge 
eudthe people buy OIl the faith of that proepeotus, it is not fair that he 

~  be Sikedlt& eeMe ip before a ge!2eraJ. meeting. The promoters, tle 
managing' agents, Ifta.rt a coinpaJiy, they incJ.lJ' ~  ~  sell the 
Sharllll, ~  ~  ~ ~  th.e shares afte; ~  the reJDlJneration. 
iI' 10 mueh ~  Tbenthe managing agentitutuld not beesked to 
come up before the general ~  to be chive1t ont 'by somebody who hBll 
1IU:en no part in the C()lllpaay ~  at aU. But wbat is open to mis-
~  .. tru.ction, • tJris... I ~ ~~  ~  leaat two lettAlrswhieh I ~

~  ~ ~~ ~ ~  4t:iw 'm .. ~  ~ is ~  in tM 
S~  to ~ that tlI.e ~~  wiUbe Bot Dlere:ly the net 
~  ~ ahould,,·bt ~ l'!eMluneration ~ ~  ~  

-'JO. 1 "-11.t knoW ~ ,eeD8tmetion is ~  but be that as it 
may, we want k> make our position : perfectly' cleaT. In ·fiot, the ~ 
~  find. that ~ ourselves ~  DlDve aD amendment to make ~ meaning 
perfeetly eleu, tlwit is to say, the reRlunet'&tioo to be stAted in tAe 
~  for thi! 'appoinmeat of the fltst lIlanaging agent ~  be tbe 
net percentage and nothing mOf'e. If after that he WBnts any· additional 

~  whether by increaai.n« the peroontage Qt in any ofJlel' foJ'Il}., 
~  got to ®lJIe OJ> befOlfe .jthe elw'6holders. That meaning w,ill 
be made perfeetly ,clear by an IIDlendmeftt· !Which we shall ourselves ,move, 

. , Then, Sir, there have 'been ~  ~ ~ hi the deflnition of '4 net 
profitS "'Where we havepr,ct'i!la1J'y, ~  ope exception, aceePtp,dthe 
point o·f view, which was represented.by ~  ~  ~ t() ~  

additional amou,nts wh"ich are to be ,deducted before the profit, ate 4&1-
cUl,ted, for, instance, b(>untiei or $ul:\ldtJies.: They Brenot ~ 

~ an4therefore t'Jiere. is reaUynQ: ~  they. "h,tmld . bp 'taken. 
Into' account. That was conceded ,by the Select C'ommittee and that ehange 
haR heen made.·· . .., '.. ":.,' .'" " ~ 

. Sir, in the original Bill I balielill ~ ~  ~ 
tbe,pr.ovisionc was ~  ~  W"" to be ~ ~  ,but .that: will. ,llotlij)ply t'iP 

~  accouut kept wlth ~ ~ ~ ~ ~ ~ v,enr, ~ 
neee88ary,aJmost 'uniwrsa1, for, .current ~ .. ' T:hat ',' hll8 Qf>,.,Jl 
~  ~ this way: ., . 

.. " NlI1ihing'i contain9il 'tn tlri8 _t.ten IIhail: apply to .a:V Cl'8dlt 'held byn 'maung-
irt(jagMtin '.: l'urreut ar.r.millt .mahlitainee· .ub;;eet; ,to rlimita ~  ~  ~ 
,the boatd.of ~  by t.he lIompany with the ~  allep,.t fol', t1ae ~ ~ of 
~  ~  '. ,business,". .  ,  . ,(, .  ; .' 

,. ,·1 Honourable Merahers will allOlIDtice that tbe prohibition is agaiast 
leDdiq meney at :ell-aw'l ·not merely. lending· m.Gn&y ont· ofQoi-ro:we(f 
IUfI&. ".1 ~ .', '. 



[8it'Nripendn, Sirear.] .. ,., I.' 

, ~  . .,: 
, 87-0 .. is rather importaut. It says: 
r·. .  . .' ': . .: .. ' ~ 

" .. maaagiDg &gUt ,hall Dot uereill8 in reqect ~ &!l1 oomP8.D1·of yhi4A"lIII 
-&. a JlUl¥II'lIla agent a power. to illlue ~ or, except. Jrith the e.uthority of the 
director., and withiD the limit. fixed by them, a power to invest the .tuDela. of. the 
company." 

.  . That is to say, they have no power to issue ~  arid equally 
~  will have no ~  to' invest . funds without .the sanction Or the 
~  of the ~ ~  .  . ',' .. : 
, : .... 
I now draw attention to, .clause 44 : 
! 4 A regi.ter IIhall· be kept by the company br whiah llhallbe entored particulan 

~  oontra.cte or vraDgem.ente to ~ lIub-eaetioa (1) ~ ~ .un be 
,OpeD to inapeetion by ~  of the company' at the. registered oftlee ()f.the 
company during bulliDOII hoqre."· .' .  .  .  .  . 

. '. .  I hd :that " ~  have ~  ~ ~  b\lt I .had, better 
ke.ep my ~  un.t.4 the ~  are discU8lled. .. 

~  detain:the House ~ ~ ~  in ~  and, 
I think, I may safely pass' on to' cliiul.e -52: . ~ S 'been: as'dbStahtial 
change from the proposal ~  ~ Bill' Hobottrabie Menibm 
who ~  the proviAiunsof the original Bin. will find that :what was 
stated in the ()riginal Bill W88, ll&JDely,' either 381J3 per'cent.: o.f.!thesb&re 
capital or 25 per cent. of the money reqUired, whicheftr WII& hig.her : that 
has been omitted';' andfm'ay -eXpwn to'the House whattnduoed· the 
Select·Cnnimitt.ee--or at any raW which induced me-:-to ·accept ·the 
objectiollR which were VPJry Mtrongly' urg8d by the Ahmedabad interests. 
It -was pointed out-->-and it is quite true, moat if not aU of the Ahmedabad 
mills are undercapitali8ed ; but they point out that this businesswhicb 
~ now assumed gigantic proportion ....... nd when I come to dieeuss tbft 
managing agency system, I hope, I shall' be able to indllce' this House to 
accept the opinion, or rath&r my ehanged ()pinion to wliieh I have been 
eompeUed to cOPle 'to by .a close.l!tu<ly ot tllis ~  althougb . there 
may have been abuses-there areabuseB,' and some of the abuses are 
grotvt-yet if YQU look at the whoie picture, I think, anyone ought to. ~ 
proud of what has been .done by Ahmedabad,-the size of thei;r ~ 
. takings, the number of their lool!1B have increased four and a half timeS 
within the last 16 or 17 years. Mills have been started for which theblOO, 
account probably required was 10 lalths of rupees. Bome enterprising 
merchant or managing agent has come forward : he could not raise more 
than 2 or 3 lakhs by selling shares. What has he done' He has raised 
'l;heremaining seven'lakhs by t.aking long term. deposits from the public; 
~  those deposits were possible oilly because the names of the personA 
'with whom the monies were deposited inspired coniidence in the men' whO 
invested. We found on facts and figures that ·they have been able to 
establish a gigantic industry. not by raising the proper amount of 'sbare 
capital each time, but by being able to arrange otherwise, that is to say, 
whether by taking deposits or by arranging with banks or in some other 
manner. Therefore, we 'had to concede to them, but· even' . after . th!8 
modification. it. is a great change from the existing law, because under 
the existing law the niin'imllm. SUbRcl'iption iR a Mattei'- ~  "hi the 
'di8ct"etidn oithe J)J'om.,tel'li : they Could say ~ can ,ro tobuM'nE!118 ~ 
we have received REI. 20,000 ", whereas 118 8 matter of faet they requlre 'a 
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lot more to start the busine88. This eiause provide.· for. . tee, . amounta 
which kave .got to be either raised by subacriptioa or to· be arranged. by 
IOlI)ebodYt whether.·by ·direoton· or by I managillgagents, before "they can 
begin .•.••. ,' 

, Sir ~  lebaDgIr (Bombay  City : ~ ~ ~ ~ Urban).: 
May I ask to what extent he has changed. his own opmIon In th18 matter' 
I did not quite follow him. Did he expreu an opinion as to how lar he 
baa changed. his opinion or woUld he prefer to leave it ttr later on t 

The Honourable Sir ·lfripeDdra Sircar : About what , 

Sir Oowaaji lebaDItr : About the clause under ~  

The Honourable Sir llripendra SaCII': My changed opinion is 
represented in the Bill as now drafted. 

.. lir OowaaJi Jeha.Dgtr : I thought you seid you had changed your 
opinion since then. I beg your pardon. 

'!'he Honourable Sir lfripendr& au-car: No, no. If I conveyed 
that, I am sorry. I did not mean to say that after the report of the 
Select Committee I had changed my opinion, in any way. I have !;lot. 

I may now proceed to clause 67-page 31. This is a very important 
section because Honourable Members will remember probably that under 
the present Act the pUblication of a profit and loss account is not at all 
necessary. Most respectable companies, as a matter of fact, do it in their 
own way, but under the laOW' as it now stands, it is not compulsory to 
publish a profit and loss account. The Bill makes that compulsory, and 
certain chranges have been made in the Select Committee. to lIlake further 
additions in the Profit and Loss Account. The clause now reads : 

" The profit and log &CClount shall "inCllude partieulara showing the total of the 
'mount paid whether al fees perClenfagea: or otherwise to the managing agent if any 
and tbe directorl relpeetively al Hmuneration for their I81'Yicea,"-(Gtid ftOlIJ w, 
oome to th6 1I.fid6rlmed word, which \tldicat6 th, cha1&lltl ,,, the 8,ZM OCItlMlKtt.,)-
., and where ·,a lpeclal  re.olution pasled by the member. of the ClOmpany 80 requirel, 
to tbe manager, and the total of the amount written off for. depreciation. If any 
direetor of the eompan;y il b;y virtue of .the nomination, whether direct or indireet, 
of the Clompany, a direetor of any other eompany, any remuneration or otber emolu-
ments received by him for hil own use, whether II a direCltor at, or otherwile in 
conneetion with the management of, that other ClOmpany, shall be included in the 
total amount shown as the remuneration of the directors of the Clompany." 

. That is the cbange made in the Select Committee. 

The next mater to which I .draw attention is clause 68 (5). This is a 
vl!ry great change indeed.. and-speaking subject to correction-this is a 
('.\lange which. is in advanc.e of ~ law. Complaints are made that 
when  these subsidiary companies were started, they were started with the 
money of the parent compflJlY ; but once the subsidiary is started the 
shll.reholders of the parent company had really no control-they could 
~  even get information as to what waa happening. That haa been 
c'.ll'rected by this clause which says : 

•• The holding eompan;y may by a resolution authorile representatives named in the 
IeIIOlution to iaapeet thll book. of aeeount kept ia ueordanee With leetion 130 bv an" 
~  ClQmpany •. and OR- eueb resolution belDg paned thOle boob of alll\ount' shail 
,e ~  to ~  by tho",r!lpreseDtativ88 at any time duriDg buaintlll hour •. " 



"{SitI'Nrip8:bdra:Sirear.j,;,.: . ,.:';' ,. ,:'" ' ... l ~  ,:f WI:·ln . .tt': 

I'''' eorrymy HoRUi'able ~  Sir, James ~ ~ 
bt)H,ririie I -...outd· ha •• ' gi'Vetl 'him '& vety painfal recQll .. : ,of .bpIr.f·"". 
very complicated system of subsidiaries and holding companies, ",. 
~  were done out of tax an4 tluper-tax to the ~  of BB. ~  

And. ~  Government has foulht unsuccessfully right IIp to thd Judicial 
Ceuunittee. . . . . . ' 

An IIDIlnnble __ bar.: 'l'haU, God I 

The Honourable •• ri""',"GII" ; The ~  '" just 
1 r said ' Thank God' need not be afraid that he will be 
.JI. ehargett by tM Ineome-tu authoHt1etl, tc) tbM'eJ:t4Int. 

'Jrr. Sri P'tarkUa : The East hidla Company has done us 011t of 
our whole country. ' 

, ., ., 

The lIonourable air Nripen4ra IWcar : Then, Sir, 'I would draw 
your attention to clause 75, because we on the !dde' of the Government pro-
pose to move an aJneJldment db, refel'8Jloe 'Co claase 16 (b) which pro-
vides that an, registered accountant can, only for the PUl'pOll88 of signiDg 
the papers in relation to & oompany, sign himlelf as Chartered Aooountant, 
India. I shall not go into the merits of ~  now, but the position will be, 
it it is passed as law, thisgentleDian who ~ not a Chartered Accountant, 
will sign as Chartered Accountant, India, when he ill signing a Profit and 
Loss Account, of a Company but if he examines my aoooUhts or my friend,' 
Mr. Satyamurti's accounts which must be heavier, he cannot sign iii 
Chartered Accountant . 

•. 8. llatyamunt l Oh, Yes t (Lau.ghter.) 

The Honourable 8ir lfripendra Biroar : Then as I said he is not 
allowed to sign as Chartered AccoWltant, India. However, I shall not go 
into ~ merits of the question now. I &Dl Dlerely pointing out the' chanpe 
whieh have been 111IldE'. 

Then, Sir, I p888 on to clause 76. Under sub-clause (4) the Seleot 
Oommittee has !Dade it compulsory that notice of meetitJ.g8 IIhould be giveJ1 
to Auditors, and that is shown by ~  words underlined, at the bottom'. of 
page 35 under clause 76 (c).,.(4),. 

Then I would draw the attention of the Homir,' to clause 78 at page 36. 
I shall in a very few words explain to the Hollse whfwt ebauges have been 
made and what influenced the Select Committee to make those changes. 
Olause 78 relates to section 153 of the existing Aet which refers to arrange-
ments entered into by companies generally when they are.in difficulties, and 
they have to get toose arrangements Sanctioned by the Court. Unfortu. 
nately, in Caleutta during the -last three years there have been ninfl 
rulings, three one W'ay and six the other way, on the words ' cl&.I¥J br 
creditors' and the question has arisen very often. Now that the Loan 
Companies are going into liquidation or rather were going into liquidation 
at the rate of a few dozens per month, this question very frequently came 
up before the Calcutta High Court. The words 'the lame class of 
creditors " acoordiDg to oneaet of rulings held that there was a dUfereMe 
between & creditor who hu obtained a decree and 8 oreditor who haa not. 
On the other haad, aceordiug to other rt1lings,' tI8e'ilred cn-edito1"l and 



unsecured creditors, belong to dllferent classes, but ~ ~ crediior, 
~ l1e has. ~  to Court and ~  aD. ,,; pa.rl8 decfee or a 
~ ·decr.e" ~  claiiD. to be. ~~ .. wjth·as a,seParate clus of 

creditor :; . ~  was not . right. That ~  has.been p'ilt iIA. end to, &lld 
~ S  ~  ~ ~~  ~ ~ tllat a ~~ ~ does ~ 
~ advantage: by ~  Obt.aUllng hIS de,cree. he ~ still ~ ~ 
~ an unsecured Creditor, although he may have obtained a ~  

i Then, Sir, aaother MaDge his been made, aad ~  is, ~  theta 
tIbould be aD appeal from an order either approvlng or diaapproviR« of 
tihis arrangemmt. Now, there again up to the year 1984, which tneabB 
~  Mst till I wu there (Laughter), appeals were allowed. It wliiJ beW 
that it was a judgment within the meaning of claU8e 15. The subsequent 

~ have gone the. other way. The confiict has been put an end to 
by restoring the previous state of things and providing for an appeal 
from the order of thE': original Court to the Court which ordinarily hears 
appeals· from tha.t Court. 

. There is again' II. very substantial change in clause 71 at page ~ 

In clause 81 (L). it is stated that " the liability of a contributory shall 
Cl'eate a debt payable at. any time specified in the calls made on him by 
t4e.liquidator ". This change in. law bas become imperative, ~ 
what was happening ~ this. A company makes a call and it is no. 
paid. Supp08ingtbe call was made in the year of Grace 1930 .. 'l'he 
company  subsequently co.mE':s into difficulties say in 1932 or 1933. Theil 
the liquidator DUlkes a fresh d.eJiuu;w or, if he does not, do 80, he bring. 
a suit. Then he is told that the claim is time-barred, because the cause 
tit action arose 4 years ago when theorigirial dem8Jld W/18 made by the 
company. The Bill now provides that where there is liquidation, the 
cause of actioll, so rar as the question of recoVery of those unpaid lirreati 
of call is eoneerned. wfil arise· frt)m ~ ~ 'Oh whicll the. liquidator 
makes a demand and asks the party to pay it up. 

Then, there is another ~  

lIrIr. 8. "-'181ll111'ti: ,Mr, ~  is ~  

The Honourable Sir Nripendra 8ircar: The only person who 
will probably complain of this is my friend, Mr, Bajoria, who, fortunately, 
l find has put on a smiling appearance. The position ill ~  to 
tne Mitakshara la:w. When a ~ was 00 th,e shaTeholders' list flnd subse-
quently died, 8Jld when the liquidator or the Company tried' to recover 
his dues, the stereotyped answer given by his relatives wa.s--' We have not 
got his property; we are aU survivors'. As a -matter of ,fact, there is 
ODe company which has recentl:y lost something !.ike Rfl. ~  becauae 
fiehMarwaris have the habit of dyin.g atconv8l'1:ient timell. (Laughter.) 
To pre .... ent them: from escaping the liabilitiE:8, the Select Committee have 
provided that for the purpolJe of this section the surviving CCYpareenerB 
.of a contributory who is a member of a Hindu joint family governed by the 
Mitakshara Sehool of Hindu law shall be deemed to he hds legal ~  

tatives 'and heil'8. I will not trouble the Honse with the little changes in 
,winding up ~  and ~ {)O ; I do not think they will feel luf6ciently 
jnterested in that. I pass on ro clause 98, Which is at ~  51. . There h8* 
,\Jeen lome ch.ange about the rules relating to provident funds and what 
-fae ~  COpImittee has done ,is to give the people who have got to .get 
,momesfro81.:provident funds a 'Preferential ,claim 'juBt 181 BUeII..& right. 
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[flir'Nl-i:pendra Sircar.] , :;, , 
given under the Workmen's Compensation Act. Clause 111 has IDacte a 
coDSiderable change in the bankiJig, sectioDS. 'If, Honourable MemberB 'WiIl 
tuiJn . to page 61, they will find that a definition of bantdbg ,haa been 
attempt;M. It might be'said that we rushed in where 'everyone eIle 
feared w tread and that no colnmittee or commission had up to' this time 
tried to define banking. But in the Committee it was felt that there". 
dan,ger .unless the definition was ~  by exhaustively ,stating the per-
lJlisailtle forms of .activitif:l8 for bulking companies. That explaina tJl.e 
length of the definition whleh Honourable Members will find at pages 61 
&Dd 62. Another important change which has been made is to be found 
at page 63, clause 2771 : 

.. ~  .. No bBllkillg company ahall ereate an7 eharge upon an7 unpaid eapital of 
the company, and any llUeb eha.rge shall be invalid." 

Then, 1 think there are only two others which I need mention before 
I resume my seat.. A provision has been put in by the Select Committee 
in this ~  on the lines of the English Act which giyes power to the Court 
to relieve penalties. If the thing has been done in circumstances which 
may be overlooked the Court has got that power under the English Act, 
and that has been embodied here because we feel that we have introduced 
too many penal provisions in this measure. The only other change, but 
1 will not go into the details of it, is in Form F of the Balance Sheet. 
There have been minute changes but they are not of suftlcient importance 
to detain the House with an explanation of them. 

Sir, that is all about the changes which have been made, and as I said 
at the beginning when 1 started my speech, 1 do not propose to do anything 
further at this stage. (LOud Applause.) 
Mr. Pnsid.eDt (The H,onou·rable Sir Abdur Rahim) : Motion 

moved : 
•• That the Bill further to amend the Indian Companiea Act, 1913, for certaiD 

purposes, al reported by the Beleet Committee, be taken into eonlideration." 

The ABsembly then adjourned for Lunch till Half PaSt Two of the 
C1oek. . 

The .AssemblY re-assembled after Lunch at Half Past Two of the Clock, 
Mr. Deputy President (Mr. Akhil Chandra Datta) in the Chair. 

Mr. B. Daa (Orissa Division': Non-Muhammadan): Sir, 1 'Wish 
to congratulate the Select Committee on the general degree of agreement 
they have come to on this highly controversial and technical Bill. Whm 
1 spoke at an earlier stage of debate on this Bill, 1 did congratulate my 
Honourable friend, Mr. Sen, whom 1 am glad to find as a Member on the 
floor of the House, and I again take this opportunity to congratulat.e him 
on the excellent report he produced, which revealed an intimate knowledge 
of the affairs of the commercial community of Calcutta in particular, and 
India as a whole. He knows the difficulties in the administration of t1te 
Companies Act, and he brought out a report which, on the whole, was an 
impartial one. Professionally, my Honourable friend., Mr. Sen, has to 
deal more with the community of company promotel'llJ and the capitalists 
.thau with the shareholders' cu. Yet he produced a 'report to ~  



shareholder can object. At the same time, I will offer a word of eODgra-
tulatiou; to thei BOllourable the Law:Member for the amoUnt: of patience 
which· he has shown in bringing forward this intricate Bill. On one thing 
'ft'l must all· . .agree 'that· th'8re is no ·politics in this ~  It deals with 
·managing agents and eompany promoters on the one hand, and the 
investing public 'on the other· who have sometimes been befooled, because 
they have no control oyer the companies they have invested their money 
with. I· helve' gone through, not very minutely, the various minutes that 
have been appended. I may divide them into two classes. There is 
~  capitalism in the notes' appended by my Honourable friends, 
Sir Leslie Hudson aDd Mr. Buss, and also partially in the note which my 
Honourable friend, Sir Homi Mody, has attached. I regret that Sir 
Romi Mody is not present here today to justify his minute of dissent 
or to justify the ideas he cherishes. I hope he will come and enlighten 
1111 with his views on the control of companies. I find a very able note 
of diSf;cnt by my friend, Mr. Paliwal. I would call it as one of idealism 
to ~  India JDay come fifty years hence, not in my time. Even if 

~ ~  becomes Socialist., it cannot go the while hog as Mr. Paliwal 
bas dOll£'. 011 the whole, I agree with the degree of control that hH.8 
bEen brought in 011 the managing agents in the Select Committee '8 report . 
.. \ ~  amount of latitude has been enjoyed by them and certain 
r'l'ivileges were, no doubt, illegally and immorally exacted by a certaiu 
class of managing agents. I "aid on auother occasion a certain class of 
eu:np.any promoters have become gangs of looters and swindlers like the 
American ~  If thc clauses incorporated in this BilI are agreed 
to, tlH'Y will stop such class of company promoters from swindling inno-
cent investors. That will be indeed a great gain. The second point which 
I particularly welcome is that, if a company gets liquidated, the managing 
agents will not get much remuneration or compensation, and if the law is 
really to be interpreted, as the Law Member int.erpreted it this morning, 
then ·the managing agents on their retirement will get very little. That 
is a very welcome step, Ano I approve of it. 

One of the complaints of the Bombay Shareholders' A!ISOciation and 
other similar associations has been that capitalists in the garb of promoting 
subsidiary companies have not only enjoyed more profits than is their 
due, but they have deprived shareholders of their legitimate profits and, 
8.8 waR pointed out. this morning by the Honourable the Law Membel·, 
promoters of subsidiary companies have also been cheating the exchequer 
of thE! Government of ~  revenues. As a result of this amend-
ment, Government have at last come to realise the truth of the criticislll 
that h88 been very often brought to their notice by the variou'il shal"('-
hoMers' associations and other public bodies. It has been an eye-openat' 
to the Government, and incidentally I would ask the Government nelt 
to tarry long in amending ot.her important Acts 8uch as the Railway Act, 
the Insurance Act, whereby the investors are now cheated, and even ~ 

Government, of their right dues. I have not 80 far give'n any notice of 
any amendment, but I Will oppoae any amendment that will go to streng-
then the hauds of the company promoters and Board of Directors. I thiDk 
the clauses, as now drafted, give latitude to hone.st directors to function 
in the illterest of the cOinpallies. .. . '.' 

At the lI8.D1e time, I will_ utter a word of warning to thOle who 
will speak in extreme la,nguage on behalf of the investon and ahareholdel'l. 
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~~~ ~  ~ 
~ ~~~  ~ ~  ~  pointed 9'" tlt. moming. it • the W'" .. ne, ~  ~  ¥IW ~  i. iadutrial development of 

... ..• . to ~ ppsitio!\' ~  ~ pr8flMm:t ~ :of public finauoe 
~ I. i$ will ta4e a long lime (or ioint ~ eompaaiea to-.ture frWf... 
~~  ~  ~  ~  .otion of· sharelaoldmr, aDd, tMrafON'; 

~ ~~  ~  ~  in India must contiu\\e and RhCJUld continue 
tQr ~  fifty yeal'll or more. (A.llOM1I6'abl.e Me",.",: " QueatiOD.") 
If ~ ~ ~ ~ tMM ~ responsibility,. of monpging. their properiy 
",Cj\ ~  f,\'edlt with Ua.nb aqd ~  their ~ ~ to get ~  
~ a!f. ~  ~ ~  the ~  eoncerns-mdustl\l&l or ~ t. ~ ~  ought not to be depl'ived of the fruits of their 

~  ~ or two ~  who often strive not after the benefit 
~ the ~  1;0 lJluch ail after gcttina a footing in the company II 
(iiJ,"Co!t9l1!. 'Therefore, Sir, I welcome the position in which the share-
~  will ~ ~  of the dUectol'll in such ~  

~  ~ ~ .... ~ ~ Pa:J.iwal (Agra Division: ~ 
~  .. n Rural) : Why not two-thirds T 

1Ir. B. Du: My ~  friend, 141'. Paliwal, questions m" 
~  why not ~  f." J would ask my llonollrable friend to promote 
well. a company' which is built up· by the individual efforts of the share-

~  &n.d not by the ered,it of the ~  ~  

Pandit Sri Krialma D1Itt& Paliwal : I ~  a director of three such 
f'ompalliU. . . 

~ B. Daa : I cOlJ.gratul,te my Honourable friend on his· success 
in b.a.viilg promoted, three suchcoIDll&n.i$J, but one swallow does not make 
a. ~  (An Honourable Mcmhtl7' :  " Three swallows.") Yes, three 
~  ~  contribute. to the ~  development ud the financial 
. prosperity of India. Sir, with that warning to those ,vao would like to 
socialize our indu!ltrial concerns, I who)cheart<'dly support. the Sele('t. 
Committee's RepOI-t and .T would ask th(' Hom;(' to cOllRider it in all 
aalmDllS'l. withirut any pcmtiea:l influence .... 

&.b. ~~ ~ (Yiarwari ~  : Indian Commerce) : I 
hope you wiU not il:1tJtoduce polit.ics later on. (IJflughter.) .. 

Ilk. B. Daa : If I beli.eve my friend aright, the Honourable the La \v 
~  will welcome tho ~  of vieWII political or economic-from 
my Honov,rjible fdcn,d, the represen.ta.tive of the Marwari ASIIOCiation. and 
'JAU ~~ ~ t9. ~~ IloJMl 1 ~ wait .till then. Sir, I Wf}uld mil,'(' on tM 
1;Iollfl(' thM whf'n W6 \"ill ~ tId" ~  w(' shall bring the greatest 
8JPOllJ),\ 9(; ~  to all claS8Cf! of investoTf! and to those who conttol the 
ftmdlS of tlJ..e ~  ~ any 811CrOatlhment upon the eontrol ttf 
~  ~ ~ ~ ~  1;bEt)' appear apPIU'P.Dtly to enjoy the fMlits 
01. ~~ Inve.nis and ~ blW' ~ the' ~ agents who 

~ to a. ~ ~~ ~  in IJ. multitude, oii casel, ~ a few e-xcep-
~  lJU theIr er.echt and ~ to. ~ bentlfit; of India and for ~

ment of Indian industries, and, Sir, India needs inel_rial development .. 
:.rhis Companies Bill. wh.en, it is ~  w.i.I,l DR. ~ ~ ~  towQPis sound 

~ ~ ~ ~ ~ a.nd 1 ~ ~ t'R-,i#,9-; ~~ fJ4ivauee. ~  



ind Ilfltrial development on sound e ..... ic. lw... ~  ~  _h w.odd 
~  ~ . 

...... h"'Pth ... ,..... ~ (Macbu ceded Diatriats and 
~  ~ lluJiIU) : Sir, J fi.u,cl that ike B.i14 u. it hu 
emugPd fr<a tat, lieJec* Oom,ai,atee, ~ DO dOlilbt, made oonsiderah)e 
illlpro.ementll Oft the original Bilt hut stiU, Sir, there are Dlany mafl::.er5 
D,Jwhich. the Bill is unfortunately silent or has not provid(!d, lJ.d.eqUlI.te 
J1ftll.edies. aga.i,ruit tb,e. v'l,U'ious abJ,Jile$ ~ h&ve e.rept into the ~  

Jaw 8d.,uuUitration. li'i1'8t with. reBpect to the Dl8.D8ging ageney &ystem. 
1 AID sorprised, ~  at the l'eadinMl with which the Honourable the 
Mover of this 8m, who found various faults with <;b&t; system, wl;1en he 
originany introduced the J,3ill and moved for its reference to a Select 
Committee, ia nQw prepared to chauge his mind aDd support the managing 
agftllCy system. 

Now, Sir, a long ti1l1e ago, when 4ldullt.rial ~  was in ,ttl 
iaf-ancy, it might no doubt have been neeeuazy for some personq who 
ivishen to IIpeculare for their Own benefit to start comp.anies of thic; kind, 
get some capital, ~  their own money not by way of share capitHl, ot, 
jf they did so, only to some extent, hut usually by way of depositing 
monies as loans so that in times of crisis they might withdTaw money fOt, 
thelWielves and leave all the shareholders to BUffer all the losses. Sir, it 
has hl'en found by persons who have made 8, critical study of thill ~  

by themselveR and ·through others, and also by the Banking Enquiry Com-
mittee that the disadvantages of this system are too many: and unlcs!! 
the system is properly controlled and the m&ll8King agents' powers ~ 

bl'OlJght under proper check, it is likely oto be abused, and the advantllgeH 
of thiR system might be over-shadowed by the disadvant.1.ges. There is 
absolutely no otlwr provision in this Act, barring the provision that tbli 
managing agent ought not to embark on trade or busi.ness simihu.' ot4.) the 
bW-lin(1S8 with respect to whieh they are managing agents. With res»ect 
tu all other speculative business, the field is absolutely open to them. 
If on their credit, businesses t.hat they start by way of floltting companies 
come in, and if they a.l·e aUpwed a free ha.nd to embark upon other speuu-
lative enterprises, and if they suffer loas-because very often the credit 
(,If t1w:,;c people or of their companiel> is largely linked up with the credit 
nf the companies outside-and if on account of the various speculative 

~  on which they embark, their credit falls or ~  ~  tbe 
credit Q£ the companies associated with them also sinks along with them. 
'1;hi;; ~  is t}16 result of brill/ling the UWlaging agent i,Dto intj-
RUlte CQlltaot with the rUlUling of the company. Sooner or ~ stel'S 
.a.V<' te, be ~  W see that, aa far ali possible, companies are administered 
~ dj I.'ectors, the choice of which Qireotors is left entirely to I)bareholden;, 
~ it is ldtimately othe sh6l'ehQlders that have to profit by the gains or lOje 
hy t.be Ioues. 

AD Honourable Member: Arc yon against this managing system Y 

Mr. II. Anant)J!'.a,ylWaU1 Anqar :  1 am against this managing 
~  lInd I. would like it to he und.er as much control or restriction a ... 

pJJf,lsihlf\. In this ~  Sir, I woul4. refer to ~ lJlaJority report 
of ~  Banking Jll'luiry; ~~ which bas p1I8CtieaUy ~ t4is 
, ~  By .... f4ll1i whieh a4-v. ~  ihis ~  ollg'ht. to be replaced 
boy. ~  or ~ ~  di .. ecf$'s to ~ tlWr ~ ~ as ~  
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r Mr. M. AnmthaBayanam. AnaDlu.], 
lIS p')8sible. Sir, on page 273 of the majority report of the Ce.ntral 
llanking Enquiry Committee, in paragraphs' 852-863 the Mem"ra_y : 
;, ;; ., Altbough the Managing Agency IY1Item il reported to' have etone a' great 
,deal for the industrial development of Bombay, it is admitted that it iii DOt '.by 
;lIDy ,moans a perfect arrangement but baa. maD,. BerioUi drawbaeluJ. There 1uI.ve .been 
cases where the Managing Agents have, belides managing their own' miUB, tl'wd 
ad apeeulated ILDd the resulting weunellB in their ~  hal reacted on the financial 
poett101l of the miUa theD1llelves and led to the banks withdrawing eaah cte41t8 
,even when the milia were intriDateally 1OUDd, merely beeaUBe the ~  Agents 
A"d become weak. Farther, although U il . true that in times of eriIiI s. .. 
,Bombay has been going through, Managing Agents bava ineaned ezteDaivo louea 
8S a db·act' result of finaneing the milla under their control, there have been a few 
'(,.BSeB 111 whieh thesE' Agents have turned their loana to the milla into del)enturea, 
with the result tha.t the coneerns have palled lDto their hand. &rld the sllllNholdOI'll 
run'e 108t all their capital invested in tbe undertaking. It baa also been poiDted 
out that tbis Managing Ageney system wor" well when everything gOeB on lDlOothly 
and when the indUfltries are prosperous. During these periods of prosperity if more 
money is required by the indutrial eoneenls, the Managing Agents may very often 
~  su.pplymg the money thllmBOlves to a eonsiderable degree. La.ter on, bow· 
eVE'r, when eonditions alter and tile indulltry or the partieular coneern eomes up 
IIg-uinat bad times IUId the Managing Agents find themselves compelled to find more 
money to lIupport the industry, it is found that they are not ablE' in aU ease8 to ('omply 
with the rl'quirPDIents." 

This is ('xactly what I request the Honourable Members of this Honse 
til note: 
"We IIUggest, therefore, that attempts should be made to make iudu.trial 

enterprises in India les8 dependcnt on this system for future development. The 
'establillhment of direct fricndly relations between industrial companies arIel eom· 
mercial banks is desirable especially in vie. of the capital demands that are likely 
t.o I1riae in cl.nnaction witb mergers and recoutrnctions whieh may follow the present 
eeonomic depr<'8sion." ~ .•. 

During ~  the ma,naging agents may continue their friend-
1!lhip with companies but in times of adversity they will be the first to bolt. 
rJ'hat., J am told, Sir, is the experience in some of the mills at Ahmed8,bau. 

~ picture has not been foully or correctly drawn by the Honourable the 
l\Iover. That is my information. Latterly, on account of various specula-
tion!! in which the managing agents b.!lve indulged, ,no doubt the busineRIi 
OJ" trade have been ruined to the same extf'nt as the one for which they 
arc r('sponsible as managing agents in their trades and businesses. If 
they l(18t, -the companies have also come to ruin o,n account of the loss that 
these JDanaging agents have sustained elsewhere. This was with respeot 
10 Neveral mills at Ahmedabad. I find that in the beginning it might not 
'bl'! ~  that 33 113 per cent. capital ought -to be insisted upon before 
a cf'rlificate of commencement might be granted. But there is force iu 
the l·ontention that within' a short ·time thereafter at least, the busine&"I 
111l1!it make itself self-supporting. It ought not to depend entirely upou 
the deposits that m!lY fiow into ,the company on account of the personal 
inf{lu"nce or the personal credit that the managing agent may cOJJI,JDand. 
That ".lean!! that if the ~  is not able to stand on its, Qwnlegs 80 
far a8' 'pts ('redit and reputation go or the flourishing of the industry or 
trade is ~  but stands entirely on the credit of-the managing 
~  the.1?-I would say ~ ~ it is ~ a ,good sign of its, ~ or ~  
Thei'tWo're, if at ihe outset ~ 18 not inBisted upon that 33. l{Opel' cent. Or 
2:; per cent. of the share should be subscribed in' cash, 'then two or three 
~  after the concern Btarts it must be insiatedupon. Theoondition 
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mllF;t be laid there, because we find, as the Honourable the Law MBmber 
has fliltid, that for many years the mUlowners of Ahmedabad, the managing 
agentR. have been able to run on with very small capit&l, entirely depend-
ing· npon the ,(lredit that they were able to find from elsewhere. But ill 
times of crisis when ·:he cash was withdrawn, the mills go into liquidation. 
I have heard that several mills in Ahmedabad have come to similar. 
straitened circumsta,nces of late. Mr. Lokanathan in his book at page 30() 
makes a reference to similar difficulties that may arise if too much 
dependeBce is made or insisted. upon or forced on the companies by ~  

managing agents. This is whll't he says : 
•• The fact ill that managing agentll have found that the profits which they 

receive from their ownership of the IIharell in the mill companies are not 80 important 
&8 the profits which a large number of related aide activities afford them. Thf'·Y 
have an illterest in the stores bainen, cotton busilll!ll, and coal business, and in a 
Jarge number of allied activitiee. It is not on the proits of JianagBfMf't AI IUf·h 
that they depend. A manaarillg agency agreement i. signi1icant to them only ill 110 
far ali it opens out to them a vast field of miscellaneous activitios capable of yielding 
them larger profits. Should, by chance, these aetivitiee land them in ]OIIOS, tho 
mill l'.ompanies are there to which these 101l11e1 can be pUlled on. Inlltead, therefore, 
of concentration of management being an advantage to the individual nults, the 
manner in which the lIystem is worked in some part. and by lOme agentll rellultll 
in weakness .and the economies of eo·ordination are entirely neutralised. While it 
would be wrong to say that the practieea deseribed above are univer8al in the ('otton 
industry, there ill little doubt that they are lI1l1IleientJy wideapread to MU8e the 
greatest distrullt of the .,..tem. Broadly IIpeaking, aad IUbject to a geod many 
8l[ceptionl both in Bombay and in Calcutta, while the best side of the mauaging 
agency sy.tern of organisation is witnessed in Bengal, it has revealed it8elf in Us 
nufavourable allpect in Bombay." 

Sir, there is sufficient testimony both in the Banking Committee repor·t. 
and also in the learned treatises of Mr. Lokanathan to show that too much 
faith cugbt not to be placed in this system of managing agency. There-
fore,when the Bill is on the anvil and broad changes are contemplated, 
suffil·jent restrictioIl8 should be placed at this time 80 as to encourage th,)· 
directors, who are representatives of the shareholders, so that. ·they might 
be able sooner or laoter to take charge of the management of the company. 
I find that that aspect has not been kept in view, otherwise some of the.sc 
alterations which have crept into the Bill during the Sl'lect ~~ 

stage would not have been there. I would refer, in ·this connection, i() 
danses 87-B. and 87-C. on pages 18 and 19 of the Bill, In the first plact', 
I would refer to the proviso to sub-clause (e) to clause 87-B. It runs: 

•• Provided that nothing heroin contained 8hall npply to the appointment of a 
~  's first managing agent made prior to the iS81le of the l)rosl'ce.tus or atattl-
mont in lieu of prospectus where the terms of the appointment of such Ilumaging 
agent are there set forth." . 

Sir, if the Qbject is to restriet the ,number of years for which tIle 
lllanaging agent should be appoinoted at a time and al80 to stop the indefi-
nite period for which managing agents were appointed during the previous 
J"egime, I would say that this proviso ought not to be there. It is S ~ 

by ~ proviso to circumvent the very object which is sought 'to be carried 
ont by the terms of clause (e). Under clause (e) the appointment of a. 
managing agent must be brought before a meeting of the general body of 
the company and then i1; is to be ratified. By this proviso a ~  might 
be i)l(:orporated in the memorandum itself fixing the term for which ~ 

managing .agent might work and make it impossible at a later stage for tht' 
general body to vary the terms or impose some additional restricfuions 
Aecol'ding to me, this object is not kept in view a,nd too much importa:ne., 
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~  'M, ~  AY1antar" 
i:; ~~ 't. MaMgiAg agency system. ~  ~ ~  
st.age8 .of 'Ule business, tlle man&«ing ~  ~  ha've ~ ~  'too ~ 
POl'Ate ela.uea in the lIeinor&ildum and the A1'tlltesof AMomattOB that their 
hein and auccesaors Bb.ould be themanaginga#entsinde'ftnitely,Mt it. -
~ ~  nowaa.ys having regard to the pl'ogressof education eel 
the progress that has been made by the indURtrlal 'enterprise. It is 'lit 
longer . possible for the m.anagiDi agent to keep bimself fOr a perWd ~ 
mOL',' tha.n 20 years. Twenty years is the Ibnit of tim-e that tum lJeeil 
imposed in the Bill. I would say it is not a very great deviation from Ifihe 
nohllal ~  which ordinarll'ysuch ~ are tald.ng·at present. 
1'1Nn'efore, it is not mudh of anadvanoe on the presentp08ition ; but-eTe'D 
that small \'ariation is .sought to 'be «iv@. the ,go-bye by .the proviso. t 
WlYald 'say that this js not in dle 'Public interest or of the comp8l1Y. WbaD 

~ sOttle two or 'th1'ee pl!l1IonR jOin together with *e idea eyf etarting a 
l'ompani. the first sharehOlders do not think very much rtlA'lU'ding the 
cluttiition.!I ·tbl/t are im.pQSed aDd. the ~  are given to the ~ 
.1IM 1II1t1 the reol1meration .... t 3.S '80lIght to ·be given to them. The 
~  's'hareh'dlders IYr the fil"ll't shlu't'!hI1Iders do notS6&1l it Mitioalq .. 
~  after a number of other shareholders cotOe on the ~ _  • 

~  body meeti,ug il bAUd, that is the time When the shareholders ~ 
.... IDOPe oribicaily dle 'Wm:s ,of. -appoilltaent ·of the managiDg qen'tl\, :the 
~  ~ 'to 'them ed o1Ih!-eonditiODB C1f the managing ~ 
Sel'v1r.es. Therefore, it is to give an 'oppdrtnnity to tire -sharehGtde1'B at ttM 
first meeting that under the earlier clause (e) proVisio.n is made \hat not-
"',ft:4-t1l'tamli .... ~ ~ _ier in the memaranclum bef .. the 

~  lie ililllm&d, 8t tfllefifSt 'meEllling it is ope. to d1e gweral bMy .. 
Elt'ftftl (II' vary 'the terms ; and U!ll«m they are approved, they may not .... 
th#lf' to !'lome into op6Il'8mon. But IIIbe pl'O'risodoes away with the ei'rect ,of. 
it. if in the memorandum the mMlaging • .nts introd'l'loeed & aaUJe that 
tlley should be there 'for a period of'20 years and that the ~ 

~  'body ~ may have to put up wfllhsuch 'a. provision in :the 
~  memorandum. I, therefore, rmggest that this proviso which was 

introduced in the Sele('.t Committee ought to be done away 'With. 

Pandit La.klbmi Kania Maitra (Presidency Division: NOD-

8 P,I(. Muhammadan Rural) : Is there anything in this niH 
which stands in the way of the general body scanning 

the terms of the managing agency' 

Mr. X. AJlantbal&yalmDl AyyaDgar : If the proViso is there, wi'til 
P'l'eat )'espect, I would suggest it would not be possible for the general 
horly to 1'10 away with thl' man-ag;ng agent or to lessen the period of the 

~ ~  from 20 yt>anl or to impose any other restritr";'on if the terms U8 
iMOrpMlatf'l4i in the memoranciu1ll. Without the pl"O'Viso they can do it by 
f'h.' ~  in f.heparlier 'Part of the elause, but with the proviso, if 
tht> ~ ,of ~  are already there m the metnoraDdum, it is ~ ope. to 

~  ~ behind tlw!m.. 

Sir Oowasji Jeb.&nF : What lio(l¥ the proviso refer to ! 
•. M. A •. 'DtI1U8yaDAIl\ .A.yyangar: Th(o proViso SILYS : 
., Pro'rided that noillllillg Mem tobtaiW shall .ppl,. to Ae appoliDtmellt or 8. 

<'.8llQPllly'. fit'st IUnaelng agent -.ade prior to the iInIue of 1i1e pl"ll8peotua Ql'1tateaa.t 
ilJ,..li.ell. of ,prosp,!ct\18 where, the.t.enoa of,tIlI! appointnlieDt ef ._ maaagillg areat aN 
tht'r!' set: ·forth." . 
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Under l:Iection 87-A, it is no doubt ot>eh ~ 11 tt8.el'tl body 01" evea in 
~ memuraildum to ha-.e the managing -cents appointed for a period of 
20 year!. Twenty years is the muimum. It is open to the general ko,ly 
to 1iay . that tliey shalt not be appointed for more than 10 years. Why 
should that power be tmn away by the promo, which lilnits the power of 
the general bOdyao far 8'fS tIlanaging agents who are appointed for the firlt 
tint!" prior to the ~ ~ of prcspectua an cOD.Oerlled' The Honourable the 
LAw Member himself agreed that this provi8o is liable to misconatruetioD. 
If ~ pro\Ti!;o staMs &1 it is, it Jllight be that it is open in the MemorandWll 
before th(' Articles or before the prospectus are issued for the managing 
agents to hHve HOme termi! included regarding their remuneration, not 
luerely five per cent. but more. The Honourable the Law Member has 
~  that it i8 susceptible of such a constrnction, and he has agreed to 
niodify it suitably. 

AM regard!! the compenllation that is sought to be given to managing 
&gI!1lts in caKe of premature termination of the agency for which a pro-
vi1Jion is made in section 87 -A (4), the Honourable the Law Member when 
he *poke this morning said, in practice it u. futile tu think of awarding 
any compensation because the Courts have found in various ~  
that. it is impoll8ible to assess the amount of compensation and that such 
compensation may be even zero. Then it ill not necessary to have such 
f"tile and useless provision. There is another vital objection to this 
eompenfUltioD being given. The Act !:leeks to restrict the period that is 
stili to expire to twenty years if under the Memorandum or the Articles 
of II company ~  came into existence before 1936 the managing agents 
Wf'I'e appointe.d for an indefinite period. If that is so, and if that could 
be done only on the condition that on that date if still some more period 
~ to rUIl, then the managing agents have to be given compensation for 

~ kept Oil for a shorter term, T would say, Sir, that curtailing the 
period is really no good. Even today the managing agents cannot enforce 
~  if snit  for ~ pE''I'formance that they should continue to be manag-
ing alTcnts. EvE'lt under the old Aet, if persons were constituted manag-
itl)l ~  for an indefinite period or for a long t.erm such as [,0 year's, 
if within that periorl the company or the general body wantll to terminnt.e 
tl\(, agency. it eall still do 80. The only penalty that the company has 
to pay iH !1ome damag-es which, in the words of the HOIIGurahle the IJaw 
Member. might bl' assessed from zero to ~  Therefore. if you 
wallt to eurtail the period for which the managing agents were appointed 
under t.hl' old ml.'Jnorandum ()r in the older ~  if you want t.o 
curtail that peri{)d to 20 years, af1;(>1' the coming into forcl' of this Act, 
there ill no purpose in giving compensat.ion to them. If you once Ray 
that comprnsation hilS to be paid, the sharcttolders who might not be in 
• ~  to .assess exactly the amount of compensation will be put to 
cOllfo;ulerable dIfficulty. Ther would be obliged to pay compensation and to 
avoid that, they might be inatinctively forced to continue the ~  
~  for another period of 20 years. These are the difficulties that will 
~  out of this clllulle that compensation has also got to be paid in case 
trefoW! the norma! term expires the managing agency system is t&rminated. 
~  WAs 'Mt in the ~  Bill, but wall added during the Select Com-

~ ~  I wiI!. ~  say that this is a retrograde provisioll 
~ o\rgbt to ~ 'e!nrnnated. ~  are various other ways in which tM 

lPJIoVlflioIDl ~  to tYle managIng Ilgency system should be improved. 
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lMr. M. Ananthasayanam Ayyang&r.] 
Then, I come to the other im,portant person with ~  to !he 

management of the company, that is the auditor. An ~  ac.cordiDg 
to me is the backbone of a company's management. It 1B he who can 
have pee'Uliar knowledge of the working of any company or a. bank.. He 
has access to the records of the company. He can very, easily get into. 
them make his own remarks, call for expl6.D.a.tion from the various 

~ the directors and others. Therefore, the appointment of an 
at1dito; must always be independent of the management. 'fhe auditor 
has to cheek and supervise the work of the administration. Naturally 
thereiore even in the old Act it was not thought expedient to place his 
appointment in the hands of the directors. ~  the ~  ,,\ct, some !D?re 
provisions have been made to see that he g1ves a d1spasslOnate oplDlon 
on the affairs of the company. In my opinion these safeguards are not 
sufficient. First, with respect to his appointment the shareholders are 
entitled to appoint him. Now even though the shareholders are aSked 
to appoint him, if a poll is demanded, at a meeting the number of vote. 
depends upon the number of shares each man has, and the managing 
agents are able to get proxies and thus infiuence the votes. Very often 
the stable body that represents the management is there and the person 
who is appointed the auditor comes in only with the active support of 
the management. If any rules are ffllIDed, they must be such as to 
remove the possibility of either the managing agenb. or the directors 
having any hand in the appointment of th€' auditor. The auditor must 
be absolutely free and independent, and I would therefore suggest that 
neither the managing agents nor the directors should be allowed to vote 
at a general meeting when the appointment of an auditor is made. It 
may lio doubt be that the managing agents and the directors may have 
a lnrge stake in the business of the company. They may have the largest 
number of shares, but all the same, as it is with ~  to their work 
and with respect to their administration and their ~  of the 
affairs of the bank or the company that the auditor has to check, it is 
not jURt and proper that they should have a voice in the selection of a 
man who is to be their own m:itic. T would say that such an auditor would 
not criticise the actions of the  managing agent or the directors but would 
certainly give a good picture of their administration. Therefore, I 
would say that just as in the municipalitiefl and other local bodies a 
man ~  ~  intereflted. in 8 particular matter ought not to votf' on that 
matter IS ID the same way neither the managing agent nor the directoN 

~  have .or exercise the right of vote in the appointment of an 
~  It IS also necessary to entrust the power of appointing the 

audItor to. thofle persons who care to bE' personally present in a general 
body ~  ~  people eRn easily /let proxy forms and manipulate 

~  It 11'1 deSIrable ~  avoid pro:oes being used for the pnrpose of 
de('uling by votes regardmg the appomtID€'nt of auditor. 

I 'lhould also like some clause to be added in the Bill whicb would 
prohibit the auditor being appointed auditor during the, same period 
for auditing any other business in which the manatiing agent may.1M 
interestf'd. Tbe reason is that when he is appointed auditor for thiJ 
company, naturally being a business man and taking human values or 
virtueijl as they fltand, if he is to audit another business over whiehtbe 
iDanaging agent baR ~  control, he may not ~ hiscillties a,ytJd. 
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company properly. I would try to avoid any temptation being thro,,!,D 
in . the way of the auditor. discharging his duties dispassionately and m 

~ Qest ~  of the company. 

There are some other matters I have to deal with, and I shall only 
refer to one or two of them. The auditor may also be directed to men· 
tion in the audit report or make reference to such other matters u 
may be llecessary for the shareholderll to know in the best interests of 
the company. The auditor, with all the changes that have been made 
in the Bill, haR only to see and make a report that particular aecounts 
have been kept, that particular forms have been filled up, the balance-
sheeot has been prepared in a particular manner, the profit and loaf 
account has been brought up with particular details, etc. This is the 
certificate that is now expected of the auditor; and if these have not 
been kept in the proper form and eontrary to the prescribed form, then 
he has to give his opinion and the reasons therefor. This itself is not 
sufficient to disclose in detail the administration or the atfairs of the 
company or concern. There are various other matters which the share-
holders ought to know 80 as to place the company in a proper footing or 
enable them to take adequate measures to provide against abu!les beforl'" 
it is too late to avoid a critical turn. Then there are some other matters 
also with  respect to auditors. As regards the punishment of an auditor. 
in case he does not go through the several details and address himself 
to the several matters which he is expected to, there is a provision that 
he should be punished with a flne of Re. 100. That is clause 76 on page 35 
of the Bill : 
I. If any auditors' report ia made which does not comply with the requirements of 

tllls section, every auditor who ill knowingly and wilfully a pa.rty to the default shall 
hI' punishable with fine whir.h may extend to one hundred rupees." 

I should like to add that if statements are made in the auditor's 
report which are untrue in material particulars he should be liable to 
punishment. The certificate in respect of auditors is given by the 
Govprnor Gen('rRI. on the advice of the Board of Accountancy. Under 
thC' existing Act rules can be framed for establishing Boards of 
Acconntancy in various other Local Governments. I understand that no 
effect has been given to this provision till now, so far at least as my 
Presideney of Madra!> is concerned. If' the auditors commit default. 
if they arf' 8bsolutf'ly negligent in their work or are otherwise corrupt. 
there is no provision in this Bill to check tbE'ir vagaries. ThE' audit.or 
who i!'i corrupt or negligent can stilI (,,scapf' the clutches of this Bill. The 
only provision imposed is a fine of one hundred rupees. If only he can 
prove that he had looked into these books, seen that the balance-sheet 
is all right and expressed his opinion that the balance-sheet ill proper, 
even if his opinion is incorrect or false there is no provision in this Bill 
by whicll he can be taken to task. If lie is to be removed from the rolls 
a. complaint is to be laid before the Governor General in Council or thlt 
Governor Geoneral alone has got the power to remove him. I should say 
th.lit.in the Act itself provision must be made for It BoaI'd of Accountancy 
consiflting of representatives of the shareholders as also representative.; 
of-tbe management, expert advisers, i.e., BOme acoountants, ·etc. A Board 
of Accountanoy composed· in that manner should be appoi!lted in each 

~  to whom .. complaints. can be made regarding the earela. or 
~  : Dl&!lller . ill,. wbieh the auciitoN look into the aJrairs of a OOIIJ· 
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pal,.; ff ihey do not ~  their dlitrea . ~~  01' 'if ~  are ~ ~  
Such charges must be laid before that Boat;t ~  A'treo'llntancy 1V'ho muat 
ba abJe '1» l'eoommebd to the LOOIIl Oovemmeat to reJUove these auditorll 
or 1» .. lEe diftipliaary action ecam.t them.. As it is, Simla or Delb.i is 
alolll .... ott, ud oor cries do not ~  and are tb;erefol'e unhe&J'd. 
rae aaditAtr au t.be ear of .ome mtk In the Secretanat aDd however 
eomtpt lie Jlli8W have been it iii eaay :fQr ~ to -escape. Such instances are 
PDt WIUlting.'1'ftt»'efoce, 1 would Sa}' that iDatead of the Ooyernor ~  
ia Co'ucil exercisiq thi. right from a dista.Tlee of removmg an auditor 

',. ill any pU't of India for mi800nduet, let ~  ,be . haaded 0'181' to 
the Local (}overDm6llla who eBn aet in _ilar ciraumatanee5 on the .d¥iee 
of the lacal Beard of Accountancy, compoaed properly as I have ~  
fWoici. I am llot suggesting any innovation. The neeessary provisWns,",e 

~  there ; the  prorision is all"eaciy 'in the existing Act. But the 
rules have not been fralMd uader section 144.. It may be made eoDl-
plollaory under tllis Act. for the constitution of .. Board of AccountaDq. 
~~  I consider might be adequate to .prevent, in all human possibility, 
all neglect· or corruption on the part of auditora. 

rhen, Sir, I have got a fetish which I would once again refer to in 
this 'd:ebate, ~  that iii with ~  to tOJ'eip .companies. Foreign com-
~  have no doubt ~ ~  a lat,itude in foreign countries and 
siloi'laiJ-proviSions ha'v'e beeR adopted ,here &Ii exist in England. But they 
bave D'6t been ~  stringent. Shareholders in other countries &1'8 
in a position to take care of themselves. It is due to the consciousness 

~ 9'h81"eMlders in thic; Couhtry are notable to take care of themselves 
th1lt more than ordinarily stringent provisions are sought to be made 
iu th!· Bill. Therefore, it would not be proper for anybody to object if 
I 'kay t'h.at ~  more restri>etiO'llS' 'Shouid be placed on the working. of 

~ complnies in thill ccmntr,. If !limilar restrictions do not :flnd a 
pJ\tce in the ~ of othet-countries, !ndia mllSt be made the . 
ex-teption. fJoint st6ek compa'nies are of recent growth in this cou,n·try 
they are lIew institutions, and we have not taken to it easily in various 
parts of the Mt1ntry. The provisions of Chapter X relate to the working 
of foreign comllllnies in this country. A company may be 1ioated in 'a 
roreig'U country and it is easy for that company to come here and call 
for shares by issuing a prospectus : it may also raise loans by way ot 
debentures. All that it has to do under the present sections of this 
Bin is that it must issue a prospectus Metting out the various details which 
must conform to the prospectus issued under the Act and see that books 
Art' kt'pt oJ)en for inspection: also charges upon properties belougin« 
to the Cmupafty in India have to be registered. 'These are the main ~  
(f'a ,fOrf'i,m mmpRbY trades here with foreigl'lcapital Ilnd does not caIt 
for flka!tes he'rE', it iii! none of 'Our concern. It Dlay lose or it may pin : 
if it «mil it gains nO doubt at our expense ; but we may tolerate that. 
~  OIS the other hand ~  are 'c'l'li'VaRiJed i'n this country by prospectuses 
tttMed nere, many pe'rsonA may get dee-eived and take a number of _res 
i. ~ obtain ~ in ~ ~ ~  is the' kind of 
M!\tI'61 that ~  has under. t'his mn ,over ~  complldel 
fle 18P" ~  iBey IW'Ork ~  m ~ 1;est infereRtR of f,he sbareholdei'$ 
iP _countrY' T wottJd, ~ ~  &'t'lgiest 'that 'if' 'foteigrl , coitlp8.n1e& 
~~ t& de tmaineiR and cal1ror itltaW!IaJ in ihltil t!dimtty, ~ ~ ~ 



must have a right to choose a local ~ 1ftt4 • ~ 'e'dmmtttee'&l1d 
... haw .. ...-itor a.pfOiatMd to iDlpeet the affairs 'Of the OOIllpaJl!" 
... t1IiI. :dollittr. 1.'. ialMC.a.ry ill 1the ~  tf the .bareholdeft 9f iIds......... who ~ disir IJIlOlltfiB. web CdDaerD8. Other'Wise theft 
.y be B1l .... ing liB 4Jo "t 'dlie8e eompam.es do with ~  to the 
monies _ed ia tIWl cou.n1iry. No doubt "heY' 8l'e expeeted to supplY' 
mf.nnatiMl bat t:IIe sha.relmldel'B have -got absolutel!r nothing by way of 
OOI'ltrol UDder tile l!iDIting Act ..... . 

Ilr. It. A.1une4(Rajshab.i Division: Muhammad&n Rm'a\): What 
hoes tte Board of Trade in Enil&nd say , 

Mr .•. ~ ~ ~ ''he Board of Trade jill. 
England says that all the trade in the world must tlow towards England 
aM that we mm!'t d'o the same thillg for them and not take care of 
ourselvf's. 

With respect to companies incorporated in India. there is a proviaioJl 
tball; if their aft'ai'rs ai'e n-ot going on well, it is open to the registrar to 

~  ~ the Loca1 O'Ovel'liment to havll all inspector appointed to 
~ ~  into' tfreir aYf&irI'I j and if anYthing goes wrong, he should advise 

'the Ad'Vocate ~  to lauDllh a prosecution. I would Sl,lggest that ill 
t.be 'e'8.8e " fM'ei'gn compally doing business in india after taking our 

~  'by way of ~  or loaits, the Government ihould have a similar 
pow£'r of control. We do not know under what auspices it was started 
in the other country ; wlaether it Iladluflteient ~  catyitti ; wtlether the 

~  there exercise sufficient diligence in the conciuct of their 
.«airs : it may be after all 8. mulihroom. company and it may be that all 
th"fJ ~  was obtained in 'bhis COU)ltry alone. It is, therefore, proper 
llHit In onr interests we silOUld have those ~  relating to the 

~~  of' inspeCtors whenever necessary, applying to these foreip 
iSoInpiMlies also. 

~  with regard to winding up, I would say that the provisioDs 
relating to winding up and so on, t.o localeoinpanies must also apply to 
forrign companies. There is nothing like discrimination involved in thill 
matter. I merely say that foreign (IOmpanies ought not to be allowed, 
if perchance they commit default, to defraud their shareholders  in this 

~  Ther must take toe looa1 shareholders al60 into confidence and 
the local shareholders must. have a ~  of control, if they want to do 

~  in thiR country. If any officer of such a company commits 
def.ult, when a foreign company is being wound up her£', it must be open 
tn 4 Isoeal Government. at the instance of any member or the registrar, to 
~  ofticel1l to investigate into its aft'ai1'8. There if! no reason why 
foreilnl com.panies shoWd be ialmuoo 'f'ro'ltl these restrictions which are 
iateaded in t-he ~ interests of the eompanies ftnd the shareholders whO 
t.vflit their mOliiie8 ..... . 

Mr. II. I. A:iiey (Berar Representative) : Do you not think that itt 
Mdt ~ t'here Nhollldbe a de6nition of Indian· companies in this Act , 

•. XI ~~ .&."....,... : Why should there be a deflni-
tJ.QD' ~ -eGIIlpauy that· .. not Indian is foreign. Any company which 
ia .iDoorporated in a foreign eountry ·is ~  

.• I'Ylave another fad, that there should be a Board of Control 01' .• BeleM 
of Trade set up in India. I am coming now to what the Board of Trade 
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[Mr. M. Ananthasayanam Ayyanpr.] 
in England does. I would like to have a Board of 'rrade :here appointed, 
if not for all the purposes for which it has been constituted in England, 
at any rate for the restricted purposes under this Act. In England the 
Board of Trade has the right to appoint inspectors to investigate into tlw 
attairs of a particular company. The ordinary layman may not be in 'a 
position to know what the affairs of a particular company are. We as 
laymen get perturbed over small losses : we may magnify them and imm. 
diately call for the winding up of a com:pany or ask for au inspector to 
go into the aceounts. Even a company that may normally work might be 
made to collapse like this. Therefore, the work of appointing inspectors 
must be entrusted to a competent body like the Board of Trade. 

[At this stage, Mr. President (the Honourable Sir Abdur Rahim) 
resume(! the Chair.] 

I would suggest it is not too late even now to make provision for a 
Board of Control for each province, consisting of representative men from 
the shareholders and management, with experts appointed by the Govern-
ment to consider cases and advise whether a company is in a position to 
stand on its own legs and at what -time the Board of Control can intervene 
by appointing inspectors to study the attairs of the company and 80 on. 
Such a board is absolutely necessary and I would suggest it should be 
Incorporated in the Act. 

Mr. K. Ahmed: What. about the Act of Parliament 1 

Mr. l'tI. Anantbaaayanam Ayyanpl': The Act of Parliament ~ 
not stand in our way. As regards banks, the Honourable the Law Member 
said that various provisions had been made and with very great difficulty 
a definition of bank has been incorporated in the Act, and that he would 
welcome any suggestion by way of improvement. It has been suggested 
in the note of dissent and in various other quarters that banks must be 
regulated by a separate Bill dealing with the several transactions in a 
bank, because several peculiar circumstances arise for consideration so far 
R8 a bank is concerned. The Honourable the Law Member aRsured us the 
other day that he wOlild ROOn be introducing a Bill to regulate t.he working 
of ~ assuranee and other insurance companies in this country. Similarly, 
a separate Bill might. be brought to regulate the working of banks and till 
that time the provisionFl set out here might be adopted. 

Lastly, I, do not know why, though for over 20 years private com-
panies have been exempted from most of the provisions of this Act, a serioUIJ 
attempt should not have been made to introduce some of the restrictioDi 
and safeguard.or that are imposed in the Statute-book in respecot of ~

companies. A private company is one where the shareholders or ~  

might be 50 or below. It is not easy to see why it should Dot be insisted 
upon that there should be at least. two directors in such companiea. In 
this and in various other matters private companies have been exempted 
from the stringent provisionR of the Act. Sufficient time has been given 
to these private companies to'.flourishand now they are as much in need 
of regulation by the stringent provisions of this Act as other public com-
panieR. J would, therefore, say, Sir, even now it is not too late to amend 
the ~  clauseR in the Bill so as to make tbeJ;ll applicable to private com-
panIes a180. ' 



MESSAGE FROM HIS EXCELLENCY THE GOVERNOR GENEBAL. 

Mr. President (The Honourable Sir Abdur Rahim): Order, order. 
l1uive jU$treceived' a communication from His Excellency the Governor 
~  and it says this : 

" OR])ER. 

In eurcise of the power vested in me' by sub-rule (2) of ruk 22 0/ 
the I1/diatn ~  RuL68, 1, Victor Alexander ItJh'I&, ltiarquess of 

~  nfjreby disallow the motion of Mr. Mohotn, LaZ Saksena to move 
the adjournment of the House for the pU1'Pose of comidering , the 
~  of M.r. M. R. Masani from the Punjab' 'On the gro",nd that tAe 
motion re14Jesto a matter which is not primar,ily tne concern of '1&6 • 
Oo'vl'r1IOr General in Council. . 

(Sd.) LINLITHG01V, 
Viceroy and Governor General." 

SIMLA, 

'J'hr. Mh S ~ 1936. 

'tHE INDIAN COMPANIES (AMENDl'tIENT) BILL-contd . 

. Mr. President (The ~  Sir Abdur Rahim) : The House will 
now resume discussion of the Bill further to amend the Indian Companies 
Act. . 

Dr. Zi&uddin Ahmad i Ulliltu Pl'ovineel:l Southern Divisions: Muham-
madan Rural) : Sir, I met a lawyer of eminence, and he said that the 
uefinition given in this Bill of a M.anaging Agent is the best that can be 
devilsed a8 it covers every point of view. That may be the opinion of 
.R distinguished lawyer, but I look at it from a purely practical point 
of view. I went on hunting for the definition of managing agency. I 
. eonsulted many dictionaries, and the be8t definition that I came acroll8 
was the one given by John Bull published in Punch, and that definition 
is this,-that managing agency is a contrivance invented by the capital-
ists of India for the prevention of dividends. That is a definition which 
correctly represents the actual position. Sir, sometime ago we dis-
e\&88ed on the ;floor of this House the question of managing agency 
.system in connection with the textile industry Bills, and we then quoted 
'some passages from experts in textile industry in Japan and other 
coootries, 8.n<il we tried to prove that the textile industry :would Dot 
flourish in India· until and unless the managing agency system was 
abolil:lhed. We also said on that occasion that it would take a very 
considerable time to make the textile industry stand on its own legs, if 
. the managing agency system continued to exist in this country. Sir, 
it is impossible to continue to tax indefinitely the consumers of India 
for the bad administration of the textile industry of this country and 
the time has now cOlDe when we should set matters right. I expected 
i.hat the Honourable the Mover of this Dill would justify the continua-
tion of the managing agency system. He has in fact taken for granted 
that the managing agency l:Iystem should continue and he tried to 
improve it in some minor details. Sil', the question we have to serioul'lly 
eonsider is whether we should or should not keep the managing ageney 
, 'System in this country, and, in order to have a full dress debate, I will 
formally move JD,amendment ·to. ~  of the Bill that this manag-
illg agency system should be abolishcd altogether.(U Hear hear". 

6 3] )., 



~~  

,Br.ZiMddm ..... } 
fHtr ~  •. JIVty BetIOhte.} If we fail ie· aboMJt the ~ 
agency system immediately, at least we should· ax aminia1lDl ,.iqj 
by which it should come to an end.· I should like to tell the Honour-
~  th«l Mover that we will ~  every inch of ground ~ see that the 

~  ~  IU"stem i.B ~ ~  or its evil effects are minimised. 
~  ~ • systelll wInch d.oeli ~ eXist In any other country. Is it not the 
(t,tvlce o! the ~ ~ of hl.dia, why should we have it' Why not 
~  nnm.ediate tttepsto abolish it altogether in tl;1is country' Why 
l\ot ilnproV'e the C01;lditions so that its contmuation may no longer be 
necessary' That Is reaHy a point .on which I should like the Honour-
able ~  ~  oj the House. . . . . . . 

'lbe 1Io1J.Ople air Nripendra Sirc&l' :  I can answer that question. 
The managing· agency system like the communal electorates does not 
uist anywhere outside India. (Laughter.) 

Dr. Ziauddin Abmad : I am sUl'p:dsed at the logie of the Honourable 
the ~  of the 1l011ee. ~ ~ I ca,n. lay is that he is irrelevant. 

Then, Sir, the :r;text point I w.ould like to di$cuss iij a question of 
tacts. I feel that there is an omission in dl'&tti,ng the Bill. A. company 
ought to be divided into two categories, that is to say, a company deal-
ing with protected industriel> and a company which does not deal 
with proteded industries. ~ two compamel ltand .oil quite differ-
ent basis. In the case of protected industries, the. eompaniea get utra 
profit on account of a special tax whieh the Government has imposed on 
'the COII8nmers of the country. 'Phese companies do B{)t make n profit on 
.ccount of t1leil' skill, but they lUke a profit on account of a special 
tax wbl.ch the Government has 10reedon the consumers, and therefOrE; 
they saould be treated separat.ely. In the case the profits should be 
governed by law, and they should Dot be l.eft to be. decided by the com-
panietl themselves. There ought to be a special provision in this Bill 
relat.ing to companies dealing with protected industries prescribing & 
eertain sum for depMCiation· whicm mould range froJll 31 to 7* per cent. 
pl'o\·iding a cer'"..ain perce.ni:age for the Reserve Fund which should rauge 
lJatween half to one per cent. ; there should also be a provision to the 
eftect that the reserve fund in no case be spent for the extension of the 
hn.sinl'B11 itself. The reservp. fund should neY.; be touched for improvement 
of hl]SmeSS and it should be apent o,nly in time of depression. Then the 
third thmg wbich ought to be regulated by law is the maximum percent-
.l!!C which the shareholders should be permitted to have. We have leg'ls-
18ted tor this thing in the Reserve Bank Bill. Whatever the profttti of the 
Rell.rve Bank ~  be, the shareholdeT8 get It per cent., and the pest goes 
ti) tl)c Government. So in the case of protected industries there ought to 
be " "imilar provision providing for a maximum percentage of the proftts, 
lay, 6 per cent. a.nd any additional profit should be divided equally between 
the r.hareholders, labourers, consumers, or the taxpayen. 

Now, Sir, Qoming to the share of the labourers, I tbip.k, it is very 
~  . that the laboprers ~  be permitted oto participate hl tlle 

r'l'oiJts or a cOncern ... It is a ~ ~ ~  is ~  if.llOred in th.ls 
~  If ~  liS a sm-plU8 Pt:oilt, the labourers ~  to rt. a 
~ ~  bonus out of the Jjlro1lt ~ helps to make. . I thjnk if. we. ~~
dttce a system of this kind, many of the troubles which we are Wit.n:essing 
today like strikes and lockouts 'frill be minimised to a considerable 
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extent, if not disappear altogether. I think, Sir, ,ii is only fan-that we 
~  ~  ~~~ ~ ~  ~  tbe· ~  the. l .. ~  
Q!, ~ ~  ~~~~~ to PIY_ ~ ~  ... ~  of tl1e 
~ ~~ ~ ~  ,e ~  ~ ~ WUAI. j eJ,Uaer ~  a ~~  lDeClm8-
~ 'W-~~  ~  wax go. 11) ~~  and.o\l" ~ m.ay be reduced, 9Y' 

~~  ~ S Wtll{llt be ~  ~ ~ ~ \,)Y l'educing the duty on ~  
~  ~  

Then, the ~ tkiug I should like ·to emphasise in the case of a 
~  indwuy M, iRerc,yhoUld be It representative of the Govern-
IlIeJR 011 \he Board of ~  This is not a novel proposal I am 
IU&k.ing. III tae 08s;e of the R_ilway Companies, ~  Secretary of State 
luw got a ~  on the Boud of DiPectoni of every company, 
'l'heuef6re, it is quite fair that • GMel'DlDent Inspector should sit on the 
&.rd of, DirectOR of all tJleeompaniea dealing with protected industries. 

Then, th,e J1cxt ~  i wish to pu.t f()r'Yard is that ~  should 
be a kind of generai J,'eport prepared 1;Iy the Government, and It should. 
be ~  b.efore the B;9v,se. Th;e ~  ~  ha.ve the right to discuss-
that :report a,nd to pass any resolutioD. either imposing a special tax or 

~ the amount of the i,mport dut,y which lllay have becoln<' 
unneeesslJry. 

~ the c.se of unprotected industries the case is different. In the 
('.¥!lie of ~  indulltries the profi.i is earned entirely by the skill 
of the Directo,l's and ~ .Managers. 

lIP. ~  •. ~ (N'Omina1lld Non-Ofticial) : Not always. The 
prices :rise without the Dl'l'ectors doing anything. 

Dr. .auddUl .,bmad: But no special tax is levied from the con-
sumers in order to protect tbose industries and they are I think in & 
Jifrerent position. In this case the consumers do not appear on ~ 
scene. This is a questioll between the ~  the small investors 
nn(l the directors. I strongly advocate that the intereets of the sm.all 
hvestors ought to be protected in the case of theNe companies and the-
big ~  shQ,uld not be permitted to monopolise the wholc affair 
My Honourable friend, Mr. S ~  has got a special theory that 
lu,e dec.tiou of dircc.tors ~  be by means of proportio.nate represcnta-
tion. I have very great sympathy with tJae object he has in view, 
aamely, that sma:ll ill.vestors should, be reprclSented in the directorate, 
but. 1 am ~  thllot thito will uot \Ie achieved by his method. The qu.es 
~  9!, prop,c;>J;tionate ~  it> all ript in the caie of one maD 
olle· vote, but when we have got a ~  of votes it is a very 
complicaLed affair and probably it will not be workabl,e. J have not 
WMked out the matAematiee of it, Dut P think it w1U not be an easy 
1lliiaisJ:r. ]£'ven tll.ough it may be so, there are other means by which sftlal1 
iaIvestors C8B he represented. GoTemment ough't to have looked int" 
ta matter. They ~  to ~  ~ investment of small capit"'-

~  ~  see that the c&pltal of' the country does not IiE' huril'd, 
l>'Qt it is brought in cTrculation in the fOnD of im'estment in ~ 

('ompanies, MId this . would ~  if the small investors have some 
c.onfldence in the indhstn'llJi ~  It. is very desirable that ISteps 
should! he' taken to reKtore • cfmfldoence of the small investors, anJ "" _.is ·l!u"P«Hte it is very ~ ~ ~  't certam pro}>ortion pf' tb<t 
tHI8il'P.' oapiSu1Jhewld. be ~ ~ ~ sDIffR ~  #tay, ~  anll I,. of-tiia· c.-.e.m. lI.0b00.y sJloukt 1;e' a1lbwed t-o l'Urehase more than 
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t.woshares,in which' case we 'will have at least two persons irithatcom-
1)&.Uy representing small investol"8 and these persoDS should haVe' the 
power to elect a director of their own. In that case, the small." investon 
will have representation in the direetorate and we shall not' have" any 
necessity to enwr into the controversy whether we should or should Dot 
ha"e single transferable vote. There are one or two more points to 
which I would like to draw attention in Qruer to 'safeguard the ~ 

of ~  invesoors. Whenever a compauybeeomes bankrupt or 1088 
into liquidation, the Government should inyestigate matters and should 
hand over the company to one of their iltSpectors to look into the, affair:,j 
or thtl company, and this may be done at the request of any ahara-
holder. If the direotors or the managers are found to have wilfully 
llcglected their duties, and wilfully concealed the true state of affairs 
from the shareholders, that offence should be a punishable offence and 
J l should be provided for in the Bill. I should like to emphasise what 
)11. Ananthasayanam .Ayyangar has said about ~  We must muke 
this audit business more stringent, that is, the auditors mould give a 
realty true picture of the business to the shareholders, not only in the 
forru of balance "heet. but we should have a kind of report on the prodt 
~  loss of the business, because the balance sheet is not intelligible to 
the average investor. The Report must be a true report. In th8t 
':ase, 1 think the interests of the investors will be safeguarded. I sum-
llUll'is(' the poillts, which 1 should like to emphasise and which 1 hope 
will be discussed in detail later, are, first the question of the abolition, 
(Ir if not abolition altogether, nt least t.he fixation of minimum time 
uUlit for the exi",teuce of the "'Ylltem of mallaging agencY,-my BOlloilr-
;Jule friend reminds mE.' that the period of the managing agency 18 :::0 
~  In thefil'st place, I submit that 20 years it; too long a period. 
But, as my Honourable friend pointed out, after thnt period we have lo 
give compensation, and liO practically this provision is of no good to IlS • 
.l am not going to enter into details about that now, we will have amrle 
opportulliti<lK of dealing with It later on. The next point is that ,vo 
uught to make R rlistinct.ion in the case of an industry which is 1" l)-
tc.cted by levying R special tax on the consumers of the country-in thllt 
'!8Se the Government have got the right to interfere because the industry 
if> getting profits at. the expense of consumers and on the security (\:( 
Government. The third point is, we must protect the rights of small 
investors and devise methodR by means of which the ordinary ~ 

may be enconraged t.o invest large sums of mOl1ey in these companies 
and minimise the chances of losing money. 

Mr. T. S. AviDashil.ingamOhettiM (Salem and (;oimbatol'e cut" 
~  .Arcot : Non-Muhammadan Rural) : I am sorry that an atmos-

phere of clasl! conflict has been introduced into the discuuion of this 
13ill. There is neither Socialism nor Capitalism under discussion hel'e. 
As far as I can see, the class from which the managing agents come an.l 
111", claglS irODl wllicll I.he I;harebolders (IOUle are not very different. and, 
having some experience as I do of the formation ()f many com-paniel! in 
my portion of the country, .1 can sar confidently that many of ~  

'people who areshareholden U1 one mIll are most probably partners lU 
the. managing agency of other mills. I have only a few observatit)JU; 
to 1Ilake.on the provisions of thia Bill. I UIl sony that the eonclusioDs 
L)f the Select Committee have watored down the recommeudatious that 



had been made in the original Bill. The Hono-u.r.ble. the Leader ot the 
llouse said that muny were ~ .. ed with the ~ ~  of "he manag-
iug ~  Jf ~ is really Ii vf,)rr importaui pal·t in the ~  organ)-
~  of our country, it. II:; ~ ~  that tbe managlDg agent shont.d 
come in for a great deal of crlileuiln. I may refer here to a few SCC.-
tioDS which require serious consideration in my opinion. Section 87B 
deais with the conditions on which the managing agent can be turned 
out. . In the Minute of Dissent that has been submitted by my Honour-
able friend, Pandit Govind Ballabh Pant, and others, this is what tbE<l 
say : . 
" Mr. Sell bad recormnended that the Manacm. Agenta Ihould be removable by 

tobe shareholders 011 the grounds of fraud, gross nl!gligenee, breach of trust or breach 
of duty, notwithstanding anything to the cOlltrary contained in the articles or in the 
t.E'ml8 of appointmcnt, by II. resolution pasllCld at lUI extraordinary general meeting to 
1M! ·f.onveu(} fur the purpose. 

Thtl draft Bill modified this considerably and restricted the right of removal to 
fraud or br8al!h of tru8t proved in a competent epurt. Thill has been further interfered 
with, with tho result that Managing Agent8 will Ilot be liable to be removed except for 
a non·bailable offence relating to the atrairs of the company." 

This does not stop here, for ill many companies formed with ;1 
majority of shares of themanuging agents it will be well nigh imp"s-
~  whatever breaches of law the managing agent may commit, if the 
managing agent has, say, about forty per cent. of the uares and hi. 
friends and relatives have about 10 to 15 per cent. of the ~  
will be well nigh impossible to pllSi any resolution, removing llim. 
Whatever may be the act of omiB8ion 01' commission that he has done 
in deceiving the company or· in committing fraud or breaches oftruat,-
he may never be removed. 

".' 8am1 ~ Ohett1 ~  Indian ~  : 
He is defraudillg himself.' 

Mr. T. I. AviDashiUDg&ID Ohettiar : Sir, I Imbmit that it should not 
depel1d upon a Resolution of Lbe compauy. If he had been convicted 
of a non-bailable o1fence, then the offence must be pretty bad., In such 
Cil'CUmKtnnces to allow a man to continue in the office of the manalfinr 
agent is very deleterious to the public liCe and the ~  life or 
this country. I would suggest that as soon as he is convicted of a DQIl-
bailable offence that should be tantamount to his removal from office. 
I should Jike to add another clause to this section which governs hIll 
heing removed from office and that is when he becomes i1l.solvent. Xu 
the director's claus-e, I belieye there is a provision that if a uirector.ifi 
adjudged an insolvent his office would be' vacated. If such a provision 
exists iD the case of the director, there is all the greater need for a 
mnilar provision in the case o.f the mnnaging agent. 
The Boaovable8ir lfripendr& lircar: So rar as this point is con-

oorned, it will perhaps shorten discussion if I inform my HOlJourable 
friend that we ourselves have given notice of an amendment t.o bring 
this into line. 
Mr. T. I. AvinashiliDpm Ohetti&r: So, J shall not lab.our this point. 

The next Doint r ~  like to refer to is  this. No refereaee haa been 
JUade hereto the. cODtraets which the managing agenhl enter into in 
their private capacity. I should submit that allowing the managing 
Qge1ilts to . deal w:itltthe. eompany m.tlleir pl'ivate capacity haa done no 
~ ~ ~  l knew fr,om person,pJ ~  . that, in many ~  the-
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-texti'le .nUls-ill" Coinibatore, the managing agent is allowed to ~  
<.'1>tton· in his blvn capacity.' If the price of cotton is high hesel1s it ,to 
1lie comp8.ny and lIlakes a profit. If it is down, he puts the loss on the 

~ ~  Jf he makes a profit, it is his. If he loses, the loss is ~  

down to 'ilia company. I should suggest that a saitablearnendmellt 
'1ihoUld be inserted w'hich would make private contTacti betweeu hilU 
'and the company absolutely iuvalid. Not only that. If a. mauab'lng 
... gent enters into a contract on behalf of the company and if he haa 
got interests in the contract, he' should be mllde liable to removal. 
1'Iis is a·pointwhich has ginn rise to much abuse. I need not quoLe 
'l\uth()rities '<in this matter, becallse tbis is Ii matter of common'infel'euce. 
'J.f ».hi authorities 'Were needeu, I Iiliall be prepared to quote them at the 
proper time. I shan endeavour to have a full discussion at the stage 
when amelldments are taken up. 

I should like to point out another matter and that isa'bout profits. 
I do 'licit thiJlk 1 need ~  to elitablish Ule lact that the system o! a 'share 
in profits will he better for the inuustrial growth of this country. If 
an 'allthority were necessary, I should like to quote just a' few lines 
from the ReJlort of the Cotton Textile Industry Inquiry, where they' 
Jlay : Of the t.hree systems, we ha,'e no hesitation in considering that ~  

Commission on profits the best. The great defcct of the system' of 
commission on ~  is that it tends to concentrate attention on 
()Qtput l'ather than on ~  hut a greater objection to that system is 
that it ~  th& inC\'iJitive ttl the disposal of production at' the bem 
lW)88ible'pt·iee. 'Bdtb theseobjeet1.ol'lsapply, th()'ogn in ~  ~  
to the system of commission on sales. The mills,1Vhich adopttbissyirteDi 
unless ~  are managed ,by agentAI who' hMl,$hemajority :pfAile dares, 
are obviously only concerned with getting rid of their, production and 
not with ,the, ~  ~ it jf! ~  of., ' i'_ " 

And ~  I may quote the opinion of Mr. Kasturbhai ,Lalbhai, the 
plesent President of the, Millowners' ,Association at Ahmedabad. ~ 

lIays: 

• • On: principle I admit ttlat commission on profitB is a Bounder proPQBition than 
t'bmillilillioll 011 1I&1ee: II ' 

, ~ 8(); I' would like the insertion ~  a section something like this: 
'fwo years after the commencement of tl1is Act, the managing agentai, 
notwithstanding their contracts to the contrary, should have, ~ 

~ ~  on the ~  of profits. 

" ',,'Another importa.nt point I would like to put before the House is 
about loans, It has been admitted in lleetion' 87D, clause 42, that no 
company shaH make to a managing agent of the -eompany, any loan out 
u! moneYH' of the company. I 8uggestthat this should include guarantees 
.alSO and should be ~  clearer. ,,' 

Thereafter, section 87E runs as follows: , 
• • No eompany ~~  ~  thlliAet atter the ~ ~  of ~  Indiall 

OompaDiea A.IIIeDdDlent Aet, 1986, which is under the IDaDageinent of a m&naging agent 
eha.ll make any loan, to, o:r g"JW'utee any loan midI! to 01 CGlllpany: under ~  
~  ~  same 1lU;'DBging ,agsnt, ete." ,  , '", '  . , 

:":; S~  two ~  ~  ~ ~ ~~ ~ 
out Wlth ~ or three people COlnmonto bOth. 'Un:der thIS ~  ,tt 

~ )". ." 
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will Le open for a managing agency firm· ~  got four partli"rs 
ju·,the. firm to lend· money 01\ according to a later section81F, to' pur-
t·.base deuentures or sharetl in ,any coJllpany whioh has got oommon 
IliJ:ectors·andthis will in"a way .Bive rise to abuse. At. the proper time 
1 .hould like to move an. alllendment that 101Ul8 should not Le given 
ud deben:tures shoultl'llotbe bought in companies which have commOl! 
mauaging agents. 

There are ~  smaller matters which have' got to be put rIght 
81ld I shall deal with them when the time for the moving of amend-
merits arrives. 

Pa.ndit Govinc\ Ballabh Pant (Rohilkund and Kumaoll Divisious : 
NOll-Muhammadan Rural) : Sir, I have no desire to deal with controversial 
issues or to advance any arguments in support of or against any propositioa 
at 1hi& stage. I only intend to point out where I think the BiU has made 
an I)mission or where a change is'desirable in order to improve it. Before 
doing so, I should like ~  make one o'rtwo remarks by way of introduction; 
Sir, I should state at the very outset that if the choice lay between 1.hrow-
i,ng out this Bill and accepting it as it is, I would certainly aceept the 
Bill liS it is. On the whole it marks an improvement in the present state 
of affairs and I would not call it 'a 'reactionary me88Ul'e. Secondly, I 
should also like' to observe that this Bill does not involve any stigma 01' 
reflection on the industrial classes in this country. 'They have carried 
out industrial undertakings against 'odds in the midst of great .difficul-
ties. 130 we do not by 'this Bill, whether directly' or by implication; 
condemn them 0; but they must realize' that there are black shapin every 
fold I\nd the 1aw' is needed in order to ~ society against such trnant.i. 
Sir, I may also point out that the industrialist in India is not tarred with 
a blacker: dye' than those who possess white ~  in other oou,ntries. 

The provisions of thiS BUI are not more. 9l;ringent than thoile embOdied 
.  . in the company law of the United States and several other 

. 4. P.M_ countries.' We have had no scandals here like those 
associated with the name of Staviaky or Kruger. So we cannot be charged 
with having a lower industrial morality hi our country than in other 
countries. Let there be no misapprehension on that point. But, Sir, 
80ciety is dynamic: it changes and progresses, and that implies the 
replacement and supersession of the existing state of things by one 
expe(lted to be better, ~  salutary a,nd more wholesome. We outgrow 
old systems as we acquire more of experience and wisdom and thus alone 
tht' world lives, groWlS and advances. So, Sir, we should not think that 
a .BiH of this nature is peculiar ~ this country alone. But we must 
remember that we have our own problems, and since 1913 there has been 
conHiderable' . tlxperience and growth ill the matter of companies .in Ol1r 
countty.The number has gone up from about two thousand five hundred 
~  ten ihdusand of; ~  regi,stered companies. The capital paid up and 
held by such compaDles has gone u,tl from about .60 crores .to about 300 
('rores. It is but appropriate that the Honourable the Law Member 
shoijJd be connected with a measure or this sort, as we have got tl1e largest 
linmber of companies, something ·betweeJ;l. three and four thousand in the 
presidency of Bengal, and by far the largest proP9rtion. of the' paid-up 
capital of joint stock companies stand to the credit of Bengal. Next to 
Bel\ral: comes.Bombay. The;exp&llsion that has tUen'place anbe the year 
1913 ~  problems; and we have besideit'the System' of ~ 

L230LAD a2 
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eation .of laws. Here our system does not Irl'OW like the bark of. the tree, 
Mlib:,Clhe ease of commOn law. but we have to :6.t. up our codes like our 
eoats,. as times change and al we grow and new problems face U8. So 
what· we are doing today is nothing more than a provision for a stage 
in the' progrel:ls of industrial organization. I feel, Sir, that in spite of 
what one might wish, we cannot at the present stage get rid of· the ma.nag-
PIg agen,ey system. We feel that it would not be desirable in the interests 
~  o!:he industrial. advancement of the country to give up this system alto-
gM-her. I should rather say" I ", because in this respect I know ~ 

,r(' !;ome. friends here whQ feel and perhaps feel very strongly. that the 
system should be abandOned. They have, however, not yet been able W 
pt't'snade me to their view. . 

Sir, I would like to teU you in a few words as to what I 1.hink the 
.. ill should have conta.ined, and.in what respecUi the provisions. of the 
Bm should be improved. As we have been told, the managing agenlU' 
SYtitem ·has loomed J?ather large throughont the consideration of this 
amending ~  but 88 the Honourable the Leader of the HouS(' poi.nttKl 
wt, that is only one of many problems which this Bill tackles: and if that 
,l'Ilblem hae a great importance of its own, there are neverthele8S other 
BBpectsof the question which, taken together, are I think equally, if not 
GlOre, important than the reform of the managing agency system. Sil.', 
a e<*pany organization involves in our country three classes,-the share 
lwders. the directors a,nd the managhlg agents. If a farsighted view 
• ·{aken, there need not be any con1iiet between the interests of the 
lIh"reholders, tM. directors and the managing agents. Bat belJides these 

~  . the feDeral public are &lao. concerned, for the qu.eation of induetrW 
ad"anee is a vital problem on whieh the welf&re of millions of people in this 
country depends and will conti,nue to depend.. According to some of us 
l1ntionalisation .alone can yield the be9t results, but it is out of question 
HO long as we have an anti-national Government; nOr can State guidance 
and assilttance be available When the paramount Government has adverse 
mterests. In ~ circumstances, we have to look for special measures, 
and that is the reason why the managing agency system came into 
existE'nce and that is why the managing &gency system has to continue Sl) 
Inng as the alie-n. Governlrtent with its step-motherly attitude towards the 
industries in our country continues. The initiative which the people get 
from the State in' other places we can only secure through the enterprise 
and resource of the industrialists and these cannot be stimulated without 
fbe aid of some exceptional measure. That is the reason I think why the 
r.lana¢ng agency RysteDl bas emerged in this country. In view of the 
protective ~  tbat we have in our country, it is necessary that the cost 
t)f produetion;should be reduced Itnd the intermediaries should not be 
allowed excessive profits, so tllat the industries may run economically, the 
ten'l of protection may be brought. down, and the progress Qf i,ndustriea 
mllY 'be accelerated. So, Sir, irrespective of the fact that primarily it iR 
flip (\On cern of ~  sh.areholders, the directors and the managing agentl. 
"tfrY company IS ~  also the a1fair of the entire general public. 
Pb!'. ~~ ~~ do ~  on the ~  public. Sir, I have kept th.eae 
lJfI'infltm "ne" ~ conS'ider'lng this questIOn. 

t/ Now, I will ~  submit ~  think ~  BmlDifht well have dmM' 
--. ~  matfer. of diinctOl'a; the. ol1gm&l. prol'JlllOD W8I that DO mer. tbMf 

,." , 
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one-third of the director!! would be available for ,nomination ·to the Plall&lf-

~  The clause in the Bill now is that one ... third may be appointeti 
\J,' the managing agents and one-third by the shareholders. The langua.ge 
...; liomewhat cluIlJ.l)y aud Qpen to objection and I have given an amendment 
by lUeans of which I have tried to get over the difficulty that the lallguage 
I'I'csenLs. My view iJi that at least two-thir(ls of the directors should be 
uppointcd by the shareholders anrl I have proposed that two-thirds of 
the directul" shoulU hI' such as are removable or as would retire by rota-
tion. That fO),ID would perhaps meet t.he technical difficulty. The point 
of Sllhstllnee is simplr : when you say that more than one-third of the 
(lirect.ors should not be nominated by the managing agents, then ~
ment it. wit.h a posWve provision that at least two-thirds will be elected 
hy tIl(' shareholders {hemscives. I want to introduce that.. . . . .. . 

The Honoura.ble Sir !iripendra. Sirear: May 1 put Ii (llH'stion t. 
ti,e HOl1Ourablf' Member? With regard to the suggestion that two-thirdll 
oj' t he removable dirf'Ctors should be elected by theshareholdl'rs, is my 
ITol1{)urllhJe friend's amendment directed to make it retrospectjve ·or is it 
for uew comers ? 

Pa.ndit Govind Ballabh Pant ; It. should come into force ouly after 
tIle commrnepment of the Act. r do not give it retrospective effect. 
Mr. M. A. Jinnah (Bombay City: Muhammadan Urban) ; .May I 

draw the Honourahle thl' IJaw Member's attention ~  it is impossible 
ttl lwar a, single word from that hpnch by Membf'rs who are sitting on this 
~  of the House? 

The Honourable Sir Nripendra Sirca.r :  I am sorry. I shall repeat 
what I said. I was informed by my JIonourable friend, Pandit Govind 
DalJabh Pant, that he has sllgg'ested an amendment tba·!', at least two-thinls 
of fhe direl'tors should be e!pcted hy the shareholdpTS. I 118ked him wIH'-
tlll'r hI' wanted t.hat to apply to new companies which will be incorporated 
aftf'r this Aet of 1936 or he wan-terl to make it retrospective. To that I 
ha,rp got the answer that he does not want to make it retrospective, out 
he Willits to apply it only to new companies. 

Pandit Govind Ballabh Pant: 'I'hen, I have a proposal whirh may 
be styll'd as more 01' less revolutionary. I am prepared -to accept that it 
is 80 and I like it. all the more because it is revolutionary for great changes 
of a genuine type for the good of the people cannot usually be hrought 
ahm1t exeept t.hrough revolut.ion. 'l'hiR reyolutionllry ~  of minI' in 

~ matter is ·to the Ilffeet t.hat the directors should be elected by the 
sy::-ofpm of proTlOrtional reprl'st'ntation by mennR of a ~  non-tral1sfrrnhlp. 
vote in accordRnce with rules to be frllmed 1111iler fhp sf'l'tion whieh givP!I 

~  I,ower tn the Hovp1'l1or General. Tt spems to me rf'R!lonllhle that f'vf'ry 
group which is stron!? f'no11gh to 1'pturn a dirf'ctor Rhol1lcl he ahl!' to do 
~  As I stated at. the outset, I will not. nrgllp 011t the point at this stage. 
I alii only ment.ioning what T think should be done. Then. RiT, th"re 
arc certain loonholes in the Bill. It nrohihitR ~ to rlirectors, hnt it 
doe!; not prohibit. ~ t.o par! nel"li of thp. firm of rlirE-ctors 01' to a firm uf 
"'hil'h the direct.or himo.;elf may be 11 part.npr. It dol'S not. pro1,ihit 100IDR tv 
privatf' eompHnies which are no more than, and harrlly dis6.ngui'lhllhle 
from, firms even when t.he rlirector of the company is a director of a ~ 

c.'.ompany. Tben, ftl!'ain. whiIp it prohih;tR a loan, it do!'!! not prohihit 
MY guarantr!' by tlLr l'ompany for n IOlln t.akpn by the direct.or. In all 
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J(.l\1ndit Govind Ballabh Pant.) 

tilese niatters I suggest that amendments shQuld be iDade' so thatth_ 
IOQpholes may be remedied.. Then,Sir, there is one other ~  
ruattElr which I think should be considered by the Government. ThIS Blll, 
as (lot'S 'the existing Act,  only provides that in case of a contract conoerd,-
ing n director, infonnation should be given to the company and the 
director concerned should not vote. I think it is against all canons of 
morality, to' eneourage practices involving' an inevitable confiict between 
duty and ~  A director holds a fiduciary position and to allow him 
to deal with a 'company on his own account and fot' his own profit seems 
to be reprehensible. So, while I would like to prohibit the practice alto-
gether. the least I 11m suggesting is that no directors  should enter into 
any 1!I01"t of engagement, arrangement or contract with any company 
except with the eonsent of the general'body of shareholders in' a general 
meefuig. That, I think, is the minimum that should be provided for. 
Then, Sir, the directors have the means of earrying on speculation in the 
ahart'S of their respective companiea. They can manipulate the value of 
the !';hares. So, to guard against such contingencies, the direetbn 
should be required to place a stateme.nt before the general meeting show-
ing the transactions entered into by them in the course of the year as to 
the shares purchased or sold by them. That would enable the shtl.re-
holders to know if there was real speculation or if there was a genuine 
dealing. ' 

'rhen, Sir, the next question that I would like to refer rto in pae.g 
relates to managing agents. Certain ~  have been ml'de iD ~ Bill 
by t,he Select Committee which seem to me to be regrettable. According 
to rtbe original Bill, the  appointment of every managing agent .was to be 
subject to the approval of the general body of the shareholders, but now 
it is provided in the amended Bill that if the proApectus refers to the 
nppointmeti.t of the managing :agent and the managing agent is appointed 
jn that way, then the general body of shareholders will have no say. Thcu, 
~  there is another proviso now which says that even in the matter of 
J'emunera,tion the tenns entered in rthe prospeetus with reference to such a 
contract or agrep.ment would be binding. The original elaU8e in the Bill 
laid down that every such contract should be placed' before the general 
body of shareholders. After all, the general body of shareholders are 
legal owners of the company and I think they should be given an oppor-
tunity for cplleetively forming an opinion andjudgmenrt rega'l'ding suoh 
81) important matter. I am thankful to the Honourable the Law Mem-
ber for what he said today that it is not intended to permit in this 
manner any remuneration to the managing agent except by way of pel'-

~  on the profits. To that exlentit allays a certain amount of mis· 
r.ppl'ehension, but I would much prefer the restoration of the original 
claus('. Then. there are two other changes which have been made in the 
Self'ct Committee. The Bill, as it has emerged, lays it down ·that com-
pensation will be paid to the managing agent if his term comes to u.n 
end because of this Statute which provides a limit of 20 years. It seema 
to me illogical that. on the one hand, the Statute should lay down that 
tbe ~ of ,the mllJl8l,ling agency will automatically come to an end au 
!hr ,f'XpJry ~ 20 years Hnd, on the other hand, prescrihe that the ma,nag-
UlV, R!!'cnts Will be entitled tl) compensation. That is penalisilig the eha,re.; 
holders for what the Statute compels them to do. That, I submit, iI 

, 
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I.IIlfair and unsound. Then, Sir, there i$ ~~ other cla1,l88 ~~~ saytt 
tll&t: eva' when a, OOluPanygoes into liquidation" the:' managii:ic agent 
mal" be entitled to' compensatiO'n. That looks to, me still more-I should 
not say, ludieroU&-but incomprehensible that the company should suiTer 
heca1l8l! of the managing agent and should also be required to pay com.-
}lensatiO'n . ·to' him I  I remember that it is laid dO'wn there' that if it is 
the r.esult· O'f his. O'wn negJigll.nce-O'r there is some other ,expressiO'n which 
my Honou-rable friend, Mr. Sen, will be able to recall-or mismanagement, 
then in those two.eases, he may not be entitled to any compensation. 

Kl'.Susil Chandra Sen' (Government of India: Nominated Official) I 
The expression used is " Negligence or default". 

f&ndit 00viDd Ballabh Pant : Yes. If it i. the reHUlt of incompe-
tence. why should he get compensation' Incompetence is neither negli-
gence nO'r default. Inefficiency is neither lIeg1801; DOr default. ,But in 
all these cases, he will be entitled to compensatiO'n. ~ own view is 
t.hat even if the liquidation be the result of an ~  or misfortune, 
ihon the man who would have got aliGn's share' in the pr0ft.t8 should 
similarly share the loss with the sharehO'ldel'l. I think that it is very 
improper and unreasonable that he should g&t any compeDBation when in 
reality he should be, directly or indirectly, responsible for having allowed 
the eompany to gO' into liquidation. If he had ~  enough and if 
he had e.nergy enough, he shO'uld be able to foresee the disaster and to 
tide over it. I feel, Sir, that it is highly improper that he should get 
compensatiO'n for allowing the company to go into liquidation. 

The BoDOur.abJe Sir Kripendra 8ircar : May I just point out to ID1 
HODourable friend for his ,consideration that there may be quite. dilfer" 
ent ease, that is -to say, a company has not cO'me to grief, but just to get 
rill of the managing agents, it goes into voluntary liquidatiO'n. '. 

Mr. II. AD&Ilthasayauam jyya,Dra.r : Then add the words ., except 
in the case of voluntary liquidation ". 
. . 
Pandit QoviDd Ba.D.a.bh Put ; In that C8se the company would get 

a very good return for iUt shares .and the managing agents who have 
nlways got some shares in the company wouid bave the benefl-t of the 
rise in the value of shares and in diverse other ways. If anybody ~ 

pulates, the managing agent will have the benefit of the inflated value 
of the shares if the property is worth it. So, in no case can he suffer. 
Then, Sir, after all, the body of shareholders would not be so foolish as 
to take a step that would be suicidal in their own interests. We cannO't 
take into account remote posl!libilities. It is not the normal way of life. 
We do not assume that people will become so mad as to commit suicide. 
It is after all an exception, with, all due respect to t.he Honourable tbe 
TJnw l\{ember. 

Then. there are other clauses in the Bill which J think have been' 
I"ft (Jut. There is one about which I am very keen. A managing agent' 
can under the Bill carry out contracts, arrangements and engagements 
with th" company for hiR own hpnafit. Tt is unintelligible to me tItat 
,a' man "'ho is in charge of the whole 0'1' the affairs of the company-and 
that js the definition given in elause 2---flhouJd be left free to manipu.' 
la.tt-tDe' affairs' of the company in 'such a manner as to' earn the mai-' 
mU.r,pro4itfor..:him.self at the costofthecoblpany. That again" as r 
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.lPan&t 'GoViD.4 B61th put.] ., ., ".'" '. 
JUSt olMeroved, . in ,tilec&nt'1!Ie of my ",mai"ks ~  direcMra;.eJa 

~  oppOsed. to ~ elementary ~ S of bosinea equity , .aad 
JtJrJ1"lIhty and I thmk a clauRe should be 'lIltroduced-and Ihav& glfta 

~ <If ~  after ttte commencement .of ~ am atYrr'l I 
Muld not go beyond that beeauee I do 'not think I will be able to ipel!IU&de 
the ~ thp T.J8w Membeor-the m8,Daging agents lIhonl4'D.otbe 
allowed tb ~ with cortlpanres oil ~  own 'agcwnt.'There ill uo 
provision in 'tihe prtlBent Bm. ~  had that in hi. mmd, 'but ,it 
WSts ~  left out. I l1.ope that that deficiencY will be'818de 
goon now. 

air OOW81ji Jel1&nIir: What did the lIonoqrable 14eqlher laY' 
Did he IoII\Y, deal with 14e eomp.,ny t. 

Pandit· ~  Ba..11&bll Pant': Carry out transaction with the cron· 
Ifany for' hill own protfit·; 

:  . Sir ~  lehauair.: ~  contracts , 
.pecHt Gevind .DabhPat : Whether it be ~  or lIlt) contrlWte, 

I do not mind''Very much. I say if 'they are to be for 'hiB own pel'86nal 
lkivantage,' at the' cost '6f the comprmy,: then they IIhould not he allowed;' . 

. ~  fund&mental poiDi o.n: which Itllinlt the Honourable 
~ La,w Member and the HOWIe ~  concentrate and to whieh some 
thought should ,be, *Jiven. It relatf.a: to the existing managing &genei •. 
As to the existing managing ~  I am ~  to ~ that, they 
trbould Dot be treated exactly :OD' the 811.mefootmg Is tho«eftlOh 'Will be 
constituted hereafter. A-s Honourabl-e Members are aware, this Bill is 
the re&ultl()f the ,labours of my H()Dourable friend, Mr.' Sen. He wa& 
placed on speeial duty and he ·h8.d the 'Opportunity of "Studying the reports 
ffQmali interests inclqding tbe Local GovernIDents. lle wu of the 
opinion that the term of office of the 'existing companies snould come tp 
an end after one year irom the commencement I()f this Act. Perhaps Illy 
IIonourable friend w&8right. lilisreport is auch that I 'would, rather 
oonaider him to be right generally, and if that policy had been followed 
tbtougbout I would have welcomed. it. But what I suggest is this : that 
eva if you dO"net go to that length, and do not omit the pertinent elause 
in the Bill it should be modified, at least, to this extent, that, it should 
be open to the ahareholders, five years after the commencement cf thiM 
Aet,to 'Pass a Resolution for the removal of the managing agent provided 
the.lDU1naging agent has completed at least 30 years from his first appoint. 
ment. Thus you will be giving him ten years more as compared with 
the managing agents who will be appointed hereafter and you will be 
giving him a Be(mrity of five years from the p88sage of this Act and his 
term will not come to an end automatically till the expiry of next twenty 
years. It will be only ~  the. majority of the shareholders pass a 
Resolution to this effect that his terr;n will cease. 

Sir, there are one or two other points to which I should like to invite 
the attention of the House. The original provision in the Bill laid it 
db1m that ~ companies incorporated outside India which carried 
on bll8iJleS8 in this .ebUllt11y should file their balanee abeets .in . the_me' 
milmler in whieh, the companies mcorporated in India are .. r$quired . t.. 

~  may alao 1UIltiOil here tbet:.thil cl&l1IIe ·had;been.!b.oIItly,1 



adopted from the ~ Act/.on which the present' •• ~  ~  
bMM.'· .alii, *be ", S8IeM iCMuillftee hal 'lliade a' cu..e1ll it and .. 
~ .. ' • 4i11etfent' 'fGtU -of -b&luee':Met. I think: 'the &lect o.n .. 
lIIIittet '.asMt riglat. I:am UIin, that upr ... because 1m".. ..... 
• ,11._ ,ef. JIbe iStlect . OODllllittee. I' am ,of opinion' that .e mWlt ,.do_ 
Itlw language .!fill the lJI_gti8h ~  '1VbeIl.a compan;ineorporateci • 
OIIIkMIt., iJabel'e or, BoMbay,if iit ~  business in' Great BritaiB, -..d g 
tequire4to file a ItalMleesbeet :there in the form prescribed for the 
~ .. ie8 l'e(fiatere4 (jn' ~  Btoitein; 1 see no ceaaonwhy 'we' &booUi 
not obseNe the .oft.ttepel.ted'88etletlprinciple ofreeiprocity. in -our :OJm 
9.Qunt,r,y in ~ ~  Sir, not Qply we, ,blJ,tu' 'r ,CODl,P!Ul.1 ~  
Ih New york or in 'riDibucfoo 'oi' in ~ ~ ~  oil' "buainen, in 
London, It has to file a balance-sheet IIi The s8.ine fotm. There is' no 
reason why-we should BOt do likewlse here. ,:: :'j ','. " 

There is one other small matter about which I wish ~ 
p'l'Ovilfion ~  !in: tile Aet in-otderllOmalte it idifild&r:,peoilile to 
sWindle ,our snnple ill-tesWtS' here ;by _Bing' oalM of, fOlWgn '(!ompanies. 
Those who have read Mr. Sen's report or will be doing so will find that 
~  a man has ~  swindled ,.in t,his ~ ~ .. ~  ~  .. ~ ~~  that 
s(JUle se,feguards fihtrdldbe' 'pro'V'lded ; ~  It. we' were "iii, adept at' least 
the 'hawkilit ,reqtions: 'of the ~ Co'inpanles' Act in the matter ()f thf! 
tnpsfer of'the ,shares" 6feompaniesill:eorporated abroad, "'e wouJd, 'bs 
ttrmA' ·iome ~  to, thef!e ~  ,. 

"Sil',. I w,ill ~  any more' time.' ' I hope the: HQllJII'l will eumiDe, 
the lJiU :with ... viM> ,ioimp1'lOving -it u.Q ~  8S to .safeguard the' interests. 
of.the ,public., Above all, these intel"e8ts m.ust ~ ~  ~  ~ 

C)f 'consideration ~  The Bill b.&s ;'accepted tbe:principleof social 
w.elfare in place of the exploded principle ,of Banetity of a formal contl'acrt. 
~ f4Wing that as ,the basic principle let us .IlPply our miads to thi. Bill 
\'Nth • view ,to _ti_ the DWl:imum :fo-r the sooiety tJuIough th.is Bill, and 
Jet us make such changeR as may -be neeesaary to .achieve that .object. 

Mr. Sri 'Prakua: Bir, it is my genuinely pleaa&nt duty to' ppppse 
this Bilt. As the Honourable the' Law }Iember and myself understand 
each other very well, I am sure he will have much sympathy with my 
point ,of view. ~  first xoeasonfor oppesing this Bill is Ulat my ideal of a 
~  :is the East India Company. This, Sir, was a company that was 
floated in the year 1600 in Great Britain with the obvious ,purpose .of 
tilldiflg in pepper in the East Indies. But this c.ompany, later o,n, ~  
the rulers ,of 'lily country, and, by various ~  of force and fraud, 
have today put themselves in s position strong enough to impose UpOIl ttli 
tllis Companies Bill. Now; Sir, my ~  is that if this Bill becomes an 
.Act, anye1Iort OQ my ,part to floats compal\Ylike the East India Com.pany 
w,ith si.milar. purposes and with similar hoped-for results, will be ~  
iD tbebud.And, therefore, Sir, I ,want to have a sufficient lpophole in 
the law of this country, so ,that some !lay I may be able to ll'Ower out liM 
a llobert Clwe {afterwaJ.;dsLQrd ~ and be a hero in every land except 
W ow::o.. 

': NOW. Sir, the, ~  reasou for Diy opposing 'this Bill is that I am 
COIJstit,1itfonal'ly against the "Q'Veriollding 'of the Statnte-book. I have said 
bl!!&re'lthat t· a'Dl ~  'lawrel'8. ~  Honourable the LAw Member, 
~  ~  'when"tibippened' to 'be his Victim ubis 
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client. ADd ·the memory of the fee that·" paid atilt :frigbte .. , me ;.' ADd 
I must coDfesa; Sir, that the amount of . work that he did. .for ,thaif. W8I 
practically' nil. .. · (Lalllatel'.)· -The. wholq wQrk W88 really· done . by 
Mr. &rat ,Chandra Boae and the I.rger f ...... ent to my Honourable. friend 
opposite. (Laughter.) . I ~  Oil having got, such 
an eminent lawyer who sitafor tivewhole hours in tlli& HOWIe fOr s. palVy 
sum of B.s. 200, while if he had been in the Calcutta High Court and if 
this Government had briefed ,llim, they-would have had to pqbim at leut 
ten times &8 much. I fear that the complicated nature of this Bill. -.... 

An HOl101U'&bll llember: Does the Honourable Member want to 
restrjct that ili the Companies Act' . . 

Mr. Sri PralmI&: I want a Bill for the decapitation ol lawyen. 
~  

IIr.PnliMa& (The Honourable Sir Abdur Rahim) : The HOllour-
able Member had a sumciently long preface ; DOW he should come to the 
point. 

Mr. 8ri PraJrua, : I will come to the point iDlmediately, Sir. My 
fear is,-and that is & genuine fear ;  I am 8Ol'l'Y that my friends here do 
not regard me &Ii serious, but really I, am very serious· (Laughter),-u;t.1 
real fear is that the law will be further OO.lQ.plicated. by thiB Act and that 
lawyers alone will have a good time. If the Honourable Member opposite 
can a881lre me that this is a fool-proof Act and that no case under this Act 
can poaaibly have lawyers on either side, I shall 81lPPOl"t him. But I am 
sure that whenever any ease is brought under this Act there will be lawYers 
forthcoming on either side, and that shows that this law is defective. 
(Laughter.) A perfect law should beauch that there can be only one 
meaning of its· 'Wording and that anybody who eomu' to oppose that 
plain meaning' of the: wording should be punished, aDd not paid. There-
fore, Sir, I simply suggest a one-clause Act and that is just this: ' 

•• Every one who voluntarily part. with biB money to ·another person for whatever 
reason, does 10 at bis own risk (Laughter) ; and he ahall have no right to eomplain to 
any OUf', nor shall have any relief at law." (Laughter.) 

This one-clause law will demolish all the troubles that we have in the 
modern world ; and if this law does not suit the moral susceptibilities or 
the Honourable gentlemen opposiie, I will suggest another one-clause 
Act, and that is ., that the Government of India expects every man to be 
honest". But if alJ that is not possible, then ina rew words, if you will 
please bear with me, I will explain what. exactly a company is. A company, 
Sir, is started with two objects and two objects only. First of all, there 
is a clever individual who finds hi)Dself unemployed in a world which 
consists of such luxuries as we see here, and he racks his brain to find 
a comfortable job in life. He says to himself that it would be a good 
thing if he could induce other people to part with a certain amount of, 
what he regards, superfluous money and forms a company for his own 
behoof. That is the object of one class of people. But there is another 
class. of peoplll who feels ~  certain things are. necessary for the well-
being. of8ociety ; that these things ahould not be lacking in· ~ world .; 
that he.himself has 1I,0t ,suffioient money to 1Ioat acoa!!8rn: to lIU'pply. the 
~  and therefore .he. eGniult •. ~ ~ ~  ~  ~  ~  ... 



number of persons in order to establish a company :for .ih,e .purpqte of 
~ ~  ~ ~  ; I cannot llDderstand or imagine any third object. 
,l;ithet;''a: DUUl is sear(lb,ing for' a profession for 'himSelf or' he is 'really 
hunting after ways and means for benefiting society. Now, Sir, if there 
is any third type, I shall be glad to know as the ~  ~  

Babu BaijD&th BaJoria: Cannot he have both the ~

fiting society and also having a profelSion for himself , 

Itr .. Sri ~ : If the two go together, then, as we say in Hindi, 
C'C gold will have the additional qualitlcation of smelling sweet ". 

Now, Sir, a company is doated, ~  then there may be a change in the 
~ of ,the promoters themselves. I will give a sad experience of my 

own. Not only have I had experience of railways, police, jails and 
magistracy, but I have had my unfortunate experience even with a 
company, and I was done out of the fairly heavy sum of forty thousand 
rupees ... " 

Mr ..... .ToaJd.: Did you posselS that t (Laughter.) 

111'. Sri Pn.kaIa : A Swadeahi oompany was started-this \vas in 
the old da,. wilen khaddar had '!lot come into exi8tence-end I W88 
patriotic eq.oughor foolish enough to wish for the improvement of the 
Indian textile industry. I had a talk with a managing agent and I said 
to him :  " I will give you RB. 10,000 ; that is all that I POIl8e88." After 
some time I heard from him-I will not mention the place, lest my friend, 
Dr. Deshmukh, and my Leader get angry (Laughter)--IIaying that in 
accordance with my wishes expressed a year before, he had purchased 
shares in his company for me for Rs. 10,000. I thought that was all right 
and sent Rs. 10,000 to him. This was about 20 years ago-I was rather 
green then :  I am all white now ; and I do not think any managing agent 
can do me now. So I sent him the money. He did not aend me any 
share scrips. I thought it was a bond fide transaction ; but I fear it was 
mala fide from the start. After some time they started asking for further 
and further contributions, which they called " calls "  ; and I wrote to ask 
what it was all about ;  I wrote to the gentleman concerned that as I had 
informed him before, I could only purchase shares up to Rs. 10,000 all 
told and I had paid that sum already. I was informed in reply that it 
was only one-fourth of the total price of the shares he had purchased for 
me and that I was myself to blame if there was a misunderstanding. That 
iN how laymen are always taken in : this is the attitude not only 'of Honour-
able Members opposite but also of big business. So I sent him more 
money and aftt'r some time there were more calls ; and at last a letter came 
from'S gentleman who eaBed himself liquidator of that company, asking 
f()r final calls. (La.l1!!hter.) I was badly bitten and I am very nervous of 
Msing another Rs, 40,000 because that will ruin me completely. My 
prayPl' ill that a layman. an innocent, ignorant and fairly good man like 
myself, RhonId bt> saved from this type of company promoters. 

This may have . been m4lo fide tranIJaetion ; but something else can 
also happpn. A man may start with very good motives. Most of us do. 
Bat then our attitude ehanges: either by success or by failure. If 
there ia hUCe8I1S, 'we want to keep all the inoney to ourselves ; if there is 
ruiisfortune; ''We ,:Want to tltrow the misfortUlle on others. Therefore, I 
thmk. ,tIlat.;no ~  ,human ingenuity. can possibly frame can 88W 



~~  ~ 

~  .; nbeiBgs' ~  t\e"w;ronss-'1!tlat ~  hman hemp ean·do:'th" 
, ~  is a ~  in'·.u,y ~ that the' beW!t ~  law, ~ ~ 
tIe.&.. •••.••. ..,.; .  . 

SOiJAS: ~ : You ~  ~~ ~~~ ~~ ~ ~ ~ ~  a 
~ .... " '" Ii: i  , :  ' .' , 

: i· IIr.Bri . .Pre.kaaa : ~ :ma,;y do .tbat ~ ~  have ~  ~ ~  

J ehangir at&fely OQt; I ~ ~ ~ -before ;then. ~ •. if ia ~ fer 
us, thanks ~  the lfonourable the Luw Member, the Criminal Law .Amend-

~  Act l$sdUon·the Sfat'ftte;hook ; and' wh«m welJeicome th6'GQVt'l'Ilment. 
you D;lsy be sUre th.t we shall declare the association t«)·wtticll the HOllOw>, 
'able Memheri opposite belong, to be' an '-unlawful 888ociatiOtt ·Whenm,. 
;.HoDourable friend, the ~  finds him_If 'in jail, he will·Ble4!It 
'some thieVei, lUI I ·did ; and if he has that desiN· for kBowledge that 1: 
have, he will probably get into conversation with them on the· ~ 

because it is 811 o«euce to talk 4).:.a.I, ~ ~~  av ~  ~  
are about: and then  they will tell him, as they told me, how actually 
tIIey meal. He -Mil. theft and. ehat the, ~ 1ile'!eds, Jtbe. tietter 
~ their' ·instrumenb tor bNlllDng' tho.. loob. .. If yGU ut, theIR, .... 
they·.ultlage ~ btteak Itrong loeb, they"will ten yoou that ,tile,. ·have 80_ 
OOIrtrivanCf' ~  Ue _tore t)f electricwirea ; ... ~ . . . . . . • .. . 

. " .lIr.K .. ~  ~  ls,the ~  in I/.ll this f  " , 

Mr. Sri hak:an. -:-My ~  reminds. me '()(,thfl \'.hsme:: 

• Old King Coal 

Waa D merry old loul, 

And a ,1nen'Y old lOul was lie '. ~  
. . ... ;. , 

The thief will also teU my Honourable friend opposite hiow new 
~ hn(> ~  iU\"entetl ~  peoll}e in a bed. 1'OO'IIl CRn be IK'nt inta 

ooaplete Bill1nber aftd then things can be stolen 'in comfort and safety. 
1'h\' point i!l thiR: ~ la'\\', so fRr ~  ean make it ont, is ·t1'ying to 
pre'Vent fraud: My Honourable friend the other day asked ., Who is 
Ii fraud , "With his vast and intimate knowledge of men' and .. affairs; 
be himself can an8Wer the qUe!1tion best. He knows better than anyone 
else th;rt if' hI' wllntR to stop All i'ranft hy tld!l )8lY. hfo·('.annot snC<'f!erl. 
Because ~ ~ wilt'be found in this world who win ~  round him"wbo 
will get round the law, and the frand willeOntinue as before. 

The one thing that ean save eom.panies and shareholders would be 
some penal clause somewhere by which you could force ·shareholders to 
1Ia.keinterel.'lt in their conoernsfrom clay to day. I. see nothing of that 
sort in this Bill. Thill Rhal'ebolder is a person who partswitlh a. centaill 
amount of money on truRt to another person. His. only iJrlet:est .is t9 
get dividends. He has lI,O ()tht'r int.erest \D. the eompany· :' When._ .he 
hears later that the p.ompany is going to the dogs, or that all the dogs are 
comiDg to the OO1Ilpany, he wakea up and then you ·have Btol"lllY' meetings 
of1lhare holder!!. {)t;herwillf! t.he share-holden l'flmain q wetly . -in· their 
boUlt'S ; they ~  their lIix.mMtthly dividends ; and itftey. '.are . fJ8til'lflef. 
If the shareholders ean' he mAde· to take lIGJDe interest in tM, con"Ml.8 _ 
.hioh ~ have 'P'Ut their mnney, then alone; un they beaafe .. · All·th 
pt'OIViaians abo1J.t nM4hird of the dincrtol'll:COIIl'ing &om .-th .. :8htnholdaa., 
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is 80 much moonshine. The shareholders not baviDg. lilly intereat m'the 
,-,vorking . oftbe company, will allo:wthe election of ~  to be 
~  Just.. they purchase those unfonttnate· Government 
~  notes ibt ar. 'e being introduced ~ profuse abundance from. 
n,a,y" to, day, in. the simple hope. that. they would get their ~ 

interest Safely from the treasurY officer ; 80 they invest Dioney in these 
CODJpanie6 for the sake of the hoped-for dividend!;. They do not know 
'the nice legal difference between interest and dividends : they know DO 
<4stinction between the Government that sel18 ~ promissory note and a 
company that sells its shares. To me as a layman both thingS are alike. 
r find ~  a petroleum company pays 7 per cent. which I regard as 
profitable ; and 80 I go and purchase its shares. Another person feels 
that 3 per eent. is enough for him, and he goes and' purchases a Govern-
ment . promissory note which he regards as a safer investment. So, that, 
Sir, if the Honourable Member opposite is really desiroU8 of improviDg the 
morale of companies, the one thing he should do is that he should make 
it a penal offence for any shareholder to be absent from any meeting of 
the shareholders, he should make it impossible for any shareholder to 
_ape his responsibility. 

An Bonounble Kember : What about proxieH ? 

Mr. SriPrakaaa : Oh, proxies' Have I not siped them' What 
Rre proxies' We sign proxy papers in favour of anybody who comea 
'round to Us for ~  paying for the stamp themselves and worries us tq 
sign them. Wt1 do so, if for no other rellson, at least to save our own 
time. Tbes(' proxy papers are another series of frauds. 

All Honourable Member : What about medical certificates' 

Mr. 8ri Prakua : Sir, not being a Jawyer,-and I am glad I alii not 
ODf',--

AD ~  Member : ): ou were at· onE-time. 

mr. Sri PNkaIa: Not bemg a professional lawyer, I cannot put 
the matter ina proper legal form. If my friends in this HOtJBe who are Dot 
anxious to make fortunes at the Bar, wbo are really anxious to save the 
eountry from fraudulent companies ; if they would only put what I 
Suggest in proper Janguage and produce an amendment to th1! ed'ect that 
l!Iliareholders haVe thl!ir definite responsibility· towards the company or 
oompanies in which they have invested their money, then this Bill will 
be a welcome Bill ; end in that case· we shall be .sa"ed the trouble of 
Studying the huge mass nf ~ that has been flung upon us, and we 
fJhall with the help of one little sectiOn of the Act p&88 on to glory and 
wee8$S.· .., . 

Prof. N. G. kill" (Guntnr c"'" Nellore : Non-Muhammadan 
lturaJ) : Sir, first of all. I should prefacE\ .my N!marks bY' expressing 
disappointment. at the failure of the lIonolJra.ble the Law Member in 
producing & consolidated Dill on compa.nie"" instead of p4cing before 
us this ~  (If.literlrture consisting ofa cPpy of the Indian 
Companies Act, thp IImpnded Bill as it was originally introduced in this 

~  the Report of the SeleetCommittAte bn thi. pameular Bill, 
the whole referring again and again to Rome sections in the original 
Atet or to· BClme lIuJ>.section or llJUb-clause, and there alIO referring again 
... IOJIle SUD-s&cl&1IIM8 from (a) rigbt, up ~ e,) ;-aa;v., aot lleiq 
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~  'even with the vocabulary that the English ~  has 
prea;euted the framer of th18 Bill with, ~ has added sub-cl!luses (bb), (If) 
to '(zz) I and so on. Sir, I learn that even in t;ngland they thought it 
wise to bring forward a consolidated Act ; 'they first brought forward 
an &mending Bill, aud then it was referred to a drafting CommIt.tee 
whose aid was called in, to prepare a consolidated ~  which was passed 
later on by the lIous(' of COUlUlons into an Act. Even now if the House 
and the Honourable the Mover do not think it is too late to save the 
shareholders and all otller parlic:'! who will be obliged hereafter to go 
to the Courts, if they want to save all this t.rouble and confusion ..... . 

The Honourable Sir Hripendra Sircar : May I iJlform my Honour-
a.blt' friend thllt the pract.ice whieh he asks me to follow had been followed 
in Bngland and it has been condemned by the highest authorIty on 
Company law, Lord Justice Buckley. 

Prof. HI G. Ranga :  I know that ~ differ in regard to 
consolidating the Companies Act. of England, but I still ~  in my 
opinion t.hat it would he best for everybody in this country eYf>n if at 
this stage the Honourable the Law Member and this House tried to co-
operate in bringing forward a consolidated Bill. I do not think it will be 
impos..«ible to do so or it would be beyond the legal acumen of the 
draftsman of the Government of India to bring for,vard ~ consolidated 
Bill in the light of the  British experience and thus give more satis-
faction with reference to the different interests concerned than the 
British consolidated Act has been able to give 'in England for British 
interests. 

Then, Sir, coming to the question (If shareholders and their 
responsibilities to these companies which are only an outward ~

sion of the syst£'m of capitalism that we have here and in ,other 
countries, I am rat.her inclined to agree with mY' friend Mr. Sri Prakasa 
that some definite st.eps should be devised in order to help them, 
almost in 8pite of theRlBelve!;, t.o evince more intcr£'.8t in the affairs of 
the companies in which. the shareholders have invested their money and 
thUli help the law maker himself in preventing fraud and .prevent also 
the managing directors, managers and all those who are interested in 
the management of these companies from playing the mischief they 
have been playing not only in this country but also in other countries. 
It is to t.his effect that there should be a penal provision made,-the 
Honourable the Law Member may not be so very obliging as to provide 
it ,in this particular Act,-;-it is to .this effect. there should be a penal 
provision introduced compelling the shareholders to attend the meet-
ings of the companies in which they have invested their capital' and 
evince 'greater interest than they do now. In t.his connMtion I would 
suggest t.hat. at least. the shareholders should, be Rupplied with t.hird 
claHs travelling allowan('e, so that every sharf'holder may have IlJl 

additional inducement to atteno a meeting of the company and thu8 
take a little more lively'intcr('st in the aft'airs of the company ......... . 

An ~  Kember: Then. the companies will soon go into 
liquidation. 
. Prof. N. G. 'Ranga : It is common experienM, Sir, that almost all 
tlie directors of all companies' are giVen not merely 1st or 2nd class 
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fare, but are paid in some cases even their sitting fees. They are 
remunerated in addition ill a. very generous fashion. If these companies 
can afford to paY' these few rich and competent and capable men all 
these fees and travelling allowances for the slender services they render 
to the companies, I don't see any reason why a constructive proposal 
like mine should not be accepted either by the Law Member or by 
Honourable Members on this side. 

Mr. N. M. JOIhi : What is your proposal' 
Prof. N. G. Banga : My proposal is that the shareholders should 

be paid third class travelling allowance to and fro ..... . 
Mr. B. Batyamurti : By whom' 
Prof. N. G. Boanp : By the companies themselves which call a 

general or special meeting of the shareholders. 
Mr. B. Batyamurti : Then the companies will soon have to wind 

up their show ! 
An Bono1U'&ble Member: The companies will have to be wound up. 
Prof. N. G. Ranga : If t.he companies will be obliged to be wound 

Ii P.M. up by tbe mere payment of travelling allowance, 
certainly no amount of legislation can save them in 

this country or in any other country. 
Mr. E. Ahmed : What about those shareholders who won't travel 

third class! 
lIIr. Preliclent (The Honourable Sir Abdur Rahim) : Does tho 

Honourable Member want to continue his speech' 
Prof. N. G. Raup : Yes, Sir. 
The Assembly then adjourned till Eleven of the Clock on 

Wednesday, the 9th September, 1936. 
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