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LEGISLATIVE ASSEMBLY. 

Thur,da1l, 10th September, 1936. 

'J'he Assembly met in the AlI8eDlbly Chamber at illeyen of the Clock, 
Mr. President (The Honourable Sir Abdur Rahim) in the ()liair. 

QUESTIONS AND ANSWERS. 

ExAMlN.&TION BY AN EXPERT 011' THE FINANCIAL PosmON OJ' THE RAILWAYS. 

267. "'Mr. I. SatyaJaurti: Will Government ~ pleased to statc : 

(a.) whether they have come to any conclusion 8S recarda the 
examination by an expert of the financial position of the 
Railways; 

(b) whether they have considered the question of the importance 
of experts from countries other than Britain ; and 

( c ) what their conclusion is , 

The Honourable Sir Xul,ULmmad ZafI'1lllah Khan : I would refer ~ 

Honourable Member to the reply I gave to Mr. Anantbasayanam 
Ayyangar's question No. 84 on the 2nd September, 198'6. 

Mr. I. 8atya.muni: Have they since received any kind oj reco. 
mendation, with regard to the examination of the financial position of th.o 
Railways from any authority or Committee Y 

The Honourable &Sir Muhammad Zafrullah JDaaa : Recommendation 
from whom 7 

Mr .•. Batyamurti : From any authority or Committee, with regard 
to the examination of the financial position of the Railways Y 

The Honourable lir Muhammad Zafrullah Khan : It is a very wido 
question. If the Honourable Member means any kind of suggestion from 
anywhere, I should require notice. 

Mr .•. Batya.mUl'ti : With referenoe to the answer to clause (b) of tho 
<tuestion, is there any question under consideration by the Honourable 
Member, as regards the importation of experts from countries other than 
Britain' 

The BODounble SIr K1Ih8mmacl Za.fnIl1a1l Khan: The whole question 
js under consideration, but I have no speeifie proposal of that kind under 
consideration just now. 

Mr .•. Satya.Dl1U't1 : At what stage, "does this consideration stand' 

The BODOurable Sir Jlahamma(l Zafrul1ah KhaD : I do not know how 
to divide into stages the consideration of a question ; it is still under 
consideration, and no final decision has been arrived at. 

( 737 ) 
L245LAD 
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... S. Satyamurti : Is it anywhere near the stage of final decision , 

The HOIlO1ll'&ble Sir Kuba.mmad Zafrullah Khan :  I hope BO. 

A.PPolN'nlENT OF A CoMMITl'EE TO EXAMINE THE WORKING OF THB Orl'AW.A 

TB.wE AGBEEKENT. 

269. *Kr. S. Satyamurti : Will Go,'ernment. be pleased to state : 

(a) whether their attention has been drawn to the question and 
answer in the House· of Common.s on the 14th May, 1936 
to the effect that the Under Secretary was not in a pO&itlOn 
to make a statement ~  the proposal of the Government 
to appoint Ii Comnuttee to examine the working of the 
Ottawa Agreement i and . . 

(b) whether the Government of India have been consulted , 

The Honourable Sir Itfubammad ZafruUah Kban: (a) Yes, Sir. 

(b) No, Sir. 
Mr. S. Satyamurti : Was this answer given by the Under-Secretary 

of State without reference to the Government of India' 

The Honourable Sir Muhammad Zafrulla.h Kban : Yes, the answer 
was given without any reference to the Government of India. It did not 
commit the Government of India to any course of action. 

Mr. S. Satyamurti: Since the answer, has there been any communica-
tion or correspondence between the Government of India and IDs 
Majesty's Government, with regard to a Committee to examine the 
working of the Ottawa Agreement T 

The Honourable Sir Muba.mmad Zafrullah Khan :  I believe the Com-
mittee referred to in that question was the Committee which I proposed 
the House should set up for examination of these matters, and the question 
WIlS directed towards eliciting whether, in spite of the decision of this 
House, the Government of India would set up a Committee. As the 
Honourable Member is fully aware, there was no such intention, and so 
no Committee was set up. 

CoNSULTA.TlON WITH GoVERNMENTS CONCERNED IN THE OTTAWA TBADJIl 

AGREEMENTS re THEm OoNTINUA.TlON. 

270. *lIIr. S. Satya.m.urti : Will Government be pleased to state: 

(a) whether their attention has been drawn to the question alld 
answer in the House of Commons on the 19th with regard to 

I the invitations to the Governments of the countries concerned 
in the Ottawa Agreement with 8. view to continui.ng those 
agreements in the same or another form ; 

(b) whether they have ascertained from the United KU1gdom Gov-
ernment whether they propose to proceed by way of diacus-
sions with individual ~  ; and 

(0) if so, whether they have been approached t 

t ThiB queation was not put by the quelltioner. 



· " QUESTION8AND ~  

','J 
n. ,Jlo:QOUrable ~ M'nbamm,ad Za.frullah ;Dan: (a) Yes, SifJft 
(b) No, Sir. 

( c ) Does not arise. 

Mr. I. Satjamurti: What' does this answer '" No "mean! Does it 
luean that they have ascertained from the United Kingdom Government, 
whether they propose, to proeeedby way of discussions with ,in,dividual 
Governments, or they have not Wloortained 7 

'!'he HonO'llrilble Bir Muhammad. ZafruUab. Khan ; The Government 
of ludia were not concerned to find out how the United Kingdom Gov-
ernment proposed to proceed with regard to the Dominion Governments 
in Lhiii matter, and therefore they did not try to aseertain anythiJl,g or 
the sort. 

Mr. B. Satyattmrti: May 1 'know whether, so far as my friend's 
information goes, the Government of the United Kingdom have no pro-
posals for dealing with this Ottawabusi1tess, 'apart from dealing with 
India just now' 

The Honourable Sir l'tfuhammad Zafrullah'Dan :1 have no informa-
tion. 

Itfr. B. Batyamurti: Will he find out whether, in dealing with Great 
Britain over the Ottawa negotiations, the other Domhiions are being 
consulted, or the matter is being dealt with mainly between the United 
Kingdom Government and the Government of India , 

The Honourable Sir lIubammad, Za.frullab. Xhan : Does the Uonour-
able Member mean simult.aneously, the United Kingdom Government 
consulting the, Dominion Governments ,  '  , 

•. B. Satyamurti :  I am asking whether in the negotiations between 
• Illdia and the United Kingdom, the Dom,inions come into the pi«tJ;ure at 
all, and if so, to what extent T 

The Honourable Sir Muhammad Zafrallah Khan : So far as I am 
aware, No. 

DISCUSSION OF THE REPORT OF Sm 0Tr0 NE])(EYBR IN THE LEGISLATIVE 
AS8EJOLY. 

271. *Mr. B. Batyamurti : Will Government be pleased to state : 

(a) whether they will give a day for the discussion of the Order 
in Cou.ncil reJating to the ~  report; and 

(b) if not, why Dot' 

The ~ Sir James Grigg: (a) No. 

(b) I do not. think that any useful purpose will be served by such !:I. 
discmsion. 

Mr. B. Batyamurti: May I know whether my Honourable friend 
cl)nsiders that no useful purpose would be served by discussing it, when 
the Assembly has had no opportunity at all of disouuing this Report or 
the Order in Council , 

The Honourable Sir James Grigg: I am aware of the circQ,mstance8, 
but Parliament has taken its ~  is the roason ,why I say that 
LMIILAD '  ' 'AS 
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DO ~ ~  ~  willbe"servedby" discu$singit here;' ~ like 
tlogging a dead horse. 

Mr. S. Satyamurti: May I know whether the Government has any 
~  of ~  opinion into account, with regard to the BOund-
~ ~ ,the .:workability of these proposals' 

. ft.. Honourable Sir James Grin' : I don't think public opinion a8 to 
the soundness of the proposals at the moment is very relevant. The 
fMiure course of eventa will show whether they are sound or not, and 
UDfortunately it is not public opinion, but I who have to cope with tqat 
. .in tQe immediate future. 

1Ir .•.• atyamurti: May I know if the Government of India ue 
aware that the certificate required by the Government of India Act as to 
. the financial 801vency of the Federation is given on the baBis of Sir Otto 
Neimeyer's Report or the Order in Council thereon' 

The Bono'lU"able Sir .Tames Grigg: That is a question to which I 
would not like to give an answer off hand, but the immediate purpose of 
Sir Otto Neimeyer's Report was to see whether provincial autonomy could 
properly be started, and that is the only respect in which it is relevant ill 
this connection. ' 

Mr, S. 8a.tyamurti: May I know, if the Government, therefore, con-
template a further inquiry with regard to. the other requisites under the 
Govel'nment of India Act, namely, the financial solvency of the Federation, 
before it can start , 

The HODOura.ble Sir James Grigg: I think, if my memory serves me 
(Jorl'ectly, the Joint Select Committee and the Government of India Act 
did not contemplate any further inquiry. It contemplated that Parlia-
ment would take its decisions on a recommendation by His' Majesty '5 
Govel'nment takmg all the facts and circumstances into account, but I 
bavt' no doubt OUI! of the circumstances which will have to be taken into 
account is the extent.to which the estimate. on which the Report of Sir 
Otto Neimeyer's Report is based turn out to be justified. 

Mr. S. Satyamurti: MOay I know whether the Government. of India 
expect to be consulted by His Majesty's Government, before they recom-
menq to Parliament, that Federation may start because they are satisfied 
as to its finaneial solvency T 

The Honourable Sir James Grigg: I should imagine so. 

Mr. S, Sa.tyamurti: May I know whether tlley will consult this 
Bousl' or public opinion, as to the soundness of the proposals , 

The HonoUl'&ble Sir James Grigg: I think that is looking too far 
nhead at present. 

Mr .. S. latyamurtt : When is the Federation expected to come T 

The Honourable Sir James Grigg :  I have nothing to add to what 
has already appeared on the subject. ..' 

FOLlOY OP RBCBUlTDNT TO TBlII DEHBA. DUN INDIAN MILITARY AOADEMY. 

~  -Mr. S. 8a.tyamurti : Will Government be pleased to state : 

(a) whether anyattllDlpt has been made to improve the policy of 
~~  . reemitment to the Dehra Dun Indian Military Academy·; .. 



QUESTIONS AND ANSWERS. 

(b) if so, what those steps are ; and : J 
;' . "', ' 

~  if not, when IUch step will be,taken , :" 

Mr. G. B.. F. Tottenham: (a), (b) and (c). Government do not admit 
that the policy stllnds in need of improvement, so far as the open examina-
tion for the' Indian Military Academy ill concerned; but 'as 'the Honour-
able MeD;lber ilil aware the whole matter is under consideration. In order 
to provide 'increased educa.tional facilities for Indian -Army eadets, the 
dOuhJe at'the Kitchener College, NCJWgong, -has just been extended to two 
refll's.; After undergoing this course the educational qua-lifications of 
J\nny nominees to the Indian Military Academy should reach a highor 
Rtandard. 

, Mr. ~ latyamvti: With regard to the recruits outside the army, 
may T know if the Government of India are satisfied thafu they are getting 
the right type of cadets for the Dehra Dun Academy' 

Mr.G.1I.. F. 'l'otteDha.m : Yes, Sir. 
Mr. I. SatYaJQUI'ti : May I know, tllerefore, this Committee, whichil 

now silting and which, I think, ill going to meet again this Session ~  

is concerned only with the recruits from the army, and not outside ~ 
army 7 

Mr. G. 11.. 1'. Tottenham: The conference which is now sitting is 
lioncerned with clearing certain doubts in the minds of Honourable 
l{pmbers as to whether the quality of the candidates for the open examitia-
tloD. is good enough or not . 

•. I. Satyamurti : But Oovernment have no such doubts, I suppose' 

Mr. G. B.. 1'. TotteDham : Government them.elvea, as I have already 
st.ated, are satisfied with the quality of the cadets recruited through the 
open examination. ., 

Mr. S. Batyamurii : Has this improV('!mcnt in the quality of cadets 
from the army been take.n in hand T 

Mr.G. It. P .. ToUeDham : Yes, Sir, as I have just explained, we have 
started this new idea in order to improve the qualifications of those comin, 
from the army. 

Mr .•. 8&&yamurti : Is this idea being giveneftect to , 

Mr. G. B.. 1'. Tottenham. : It has just been started; the results of it win 
not he seen until the first batch of cadets have completed their course, and 
that will not be possible for another year or so. 

Mr. I. 8&tyamurti: What i. the general nature of these changes f I 
merely want to know what are the general changes made in tfe training 
of these army cadets which the Government hope will reS1llt in Lhe 
improvement of their quality T 

Mr. G. It. P. 'l"ottenham. : I can give the Honourable Member inform&-
HOIl in detail, if he wishe.w ; but the general idea is that instead 01 selecting 
canf'lidates for the Indian Army eadetships direct from the units. whick 
meaJi8 selecting candidates on the recommendation of a number of 
/litff!l'ent Commanding Officers, we are going to have a sort of prelitninary 
selection and send the likely candidates to the N owgong OoUege, aad 
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then after giving them an intensive course there, have an Interview and 
Seleetion Board, which will finally select cadets from the number under 
instrucotion at the Kitchener College. 

·Nn RULES FOB RECRUITMENT TO THE hID.I.AN CIvIL BERVIOE. 

273. *Mr. S. Satyamurti: Will Government be pleased to state: 

(a) whether new rules ,with regard to the recruitment to the Indian 
Civil Service by nomination have already been put into 
deet; 

(&) if so, the number of candidates to be recruited ; 

(c) whether any minimum qualitieations will be prescribed; and 

(el) if so, what they are , 

The Honourable Sir Henry ~  (a), (c) and (cl) •. I wouldreler 
the Honourable Member to the Press Communique issued by the India 
OfBtce o:n the,l1th May, 193'6, 'a copy of whieh is in the Library. 

(b) Since 1930-31 the deficiency in recruitment has been 79 
Europeans and 13 Indians. It is proposed to make up this deficiency 
gradually and not all in one year. , 

Mr. S. SatyamurtJ : What are the minimum C 'qualil1cafioDB with 
respect to Indians 7' 
The Honourable Sir Bemy Oraik: I am not sure that that has been 

S,ettled yet 

Mr. S. Satyamurti : May I know whether there are to be any mini-
mum qualificatioBS at all , . 

The Honourable Sir Henry Oraik : Yes, sure to be. 

Mr. S, Satyamurti: May I know whether this Indian shortage will 
be made up by selection, or by selection plus any kind of 'tIWaVOC6 or any 
other test' 

'!'he Honourable Sir Henry Oraik :  I do not think that has been 
iettlpd yf\t. T 1hink that is still the subject of correspondence. 

Mr. S. Satyamurti: May I know over how many years Government 
~  to sprearl this filling up of the shortage in recnlitment, both 

European and Indian T 

The Honourable Sir Henry Oraik: The existing shortage , 

Mr. S. Satyamurti : Yes. 

The Honourable Sir Henry Oraik: Well, that is largely a matter of 
gUPSR ~ ,; we hope to do so in about four years, possibly less. 

Mr. S. Satyamurti : Will Government consider that we ought not to 
have too mnny of them at a time and see that they are spread over a fairly 

~  number of yearll, 80 that Gresham's law may not operate', ,. 

'!'he Honourable Sir Henry Oraik : Will the Honourable Mtmber 
kinJly repeat the question' 

111'. 8 .. Satpmurti : I am alkinl( whether the Government will bear 
in miBti that this recruitment by seleetion should be spread over a long 
numbpr of years, and not be concentrated in one or two years , 
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!'tat, Boaoarable 8Jr Henry Oraik : No. On the 'oentrary; -.a.ant to 
8.ll up the shortages as quickly as possible because the shortage is causill, 
the most grave administrative jnconvenience. 

Mr. S. 8&t1&lDurti: But do not Government expect' to get more by 
competition , 

The Honourable Sir Henry Oraik : If we get more by competition we 
shall take less by selection obviously. 

t274·. 

8ua..A. EXODUS. 

275. * •. S. Satyamurti: Will Government he pleased to state : 
(a) whether their attention has beeJidrawn toa message pub-

lished in the Hindu of the 15th May;' I 

(b) whtlther there is any propolf&! to give uP. Si,m.l4exodus alto-
gether ; and '  " , , 

(c) whetherthm-e:is any proposal of shortetling the stay ~  , 

The Honourable Sir Benry Oraik: (a) Yes. 
(b) and (c). No,. 

Mr. S. Satyamurti : May I know whether that means that there is no 
:vroposal at all to give up the Simla exodus,' ' 

The Honourable Sir Henry Ora.ik : What I mean is that the matter iI 
not under consideration at present. 

Mr. S. Satyamurti ,: Is there any proposal to expand. the accommoda. 
tion in Simla T {> 

The Honourable Sir Henry Oraik: Office accommodation' 

Mr. S. Satyamurti : Yes. 

The Honourable II,ir:'BeJll'y Ora:lk! ·Not that I am aware of. 

Mr. S. Satya.murti : Is there any proposal to expand the Legislature 
accommodation in Simla Y 

'!'he Honourable Sir Henry Oraik : That' seems to me to be a matter 
for the new Legislature to decide. 

Mr. S. Satyamurti: May I take it, therefore, that, till the new Legh;. 
lature meets and decides t.he question, there is no proposal to increase 
either the office or the IJegislature ~  in Simla? 

The Honourable Sir Henry Oraik: I cannot say for certain about 
officI' accommodation, but I do not -think that there is any idea 'of increas-
ing the Legislature accommodation at present. 

'Mr. '8. Satyamurti: HRve Governm,ent taken ~ ~  opinion, 
ed are they satisfied that there iF! not much, scope for expansion of 
accommodation in Simla now T' , 

'. The Honourable SJr ~  : .As my Honourable colleague (The 
HonouTable Sir Frank Noyce) says, that point is now under-investigation. 

~ . 'uz 
,t ~  1IJU Jl,pt put by ijle, qullltiOaler. . 
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. Mr. I. ~  For what purpose' With a view to .extending 
_eeommodati.on' ... 

The Honourable Sir Henry Oraik : To see whether extended aeeont-
mods-tjop. ~ li,kely to be, necessary. 

Mr .•. latyamurti : Is it consistent with tht'ir desire not to extend the 
~  to investigate whether it is possible to get extended 

accomPiodation , 

Mr. President (The Honourable Sir Abdur Rahim) : That is all argu-
ment. Next ~  . 

APPoINTKENT OJ' TRADlII <Joll:MIS810NERS IN FOREIGN CoUNTRIES. 

276 ...... 8. 8a'tyamurti: Will Government be pleased to state: 

(tJ) whether ther have decided to appoint a Trade Commissioner in 
East Afrlca; and . 

(II) whetheJ' they. propose to appoint Trade Commisaionen in other 
countries, especially the United States , 

'l'Iae Jlonourable lir Muhammad ~ Khan: (tJ) Yos. 

(b) Yes; in Japan. 

:Mr. S. Satyamurti : .. he they the only two countries, East Afriea 
and Japan' 

'!'he Bonoura.ble 8ir .""ammed Zafrallah Kh&n: The only 
countries with regard to which a decision has been taken that Trade 
Commissioners should be appointed in tboem. 

Mr. 8. latyamurti : When are they going to be appointed , 
'l'he Bonoura.ble Sir Muhammad Zafrullah K.ha.n : Shortly. 

lIlr. S. Satyamurti: Are tbere any other countries for which the 
Government are considering the question of appointing 'Trade Commi.i>-
sioncrs T 

The Honourable Sir .uhammad Zafrullah Khan : Various countries 
are considered at VUl'iou!l tilUes. Suggostions come in and one has to 
look into t.hem. 

Pandit Lakahmi ltanta Main : Are Indians going to be appointed 
as Trade Commissioners T 

The Bonour&ble lir l'tIuhammad ZafruUah Klwl: I am afraid I 
cannot say so definitely at present, but it bas been presRed upon me 
repeatedly from various quarters of the House that the desirability ~  

appointing Indians may be kept in view and it shall be kept in ~  

RELEASE OJ' MR. SuBUASH CBANDRA. BosE. 

277. *M.r. S. Satyamurti: Will Government be pleased to state: 

(a) whether their attention has been drawn to the resoluti01a 
passed by the Committee of the United ProvineeaLiberal 
Associa·tion, asking for the release of Srijut Subhash 
Chandra Bose, published in the Htndu.. dated the 27th :May. 

r... 1938 j and 
ell) whether they propose to take an,. aotion thereon , . .' 



,'" i 

~  Be.,. Oraik ~ (a) I have seen the Prese,.report 
rqar(ljng the resolution to which the ,Honourable Member refers. 

(p,) No. 

1Ir. S. Satyamurti: May I know if even the tiberal Association 
cannot get 8. better ilearing, at the hands of the Goverwnent than the 
(,Joagre:;,s 7 
The BODGUr&ble Sir Heury OJ'aik : 'tha.t is 8. matter of arguJUent. 

Mr. S. Sa:iyamu,rti: I am simply asking this. There are two ~ 
ciations in this co\mtry, the Congress and the Liberal ,Association. The 
Congress is considered to be unfrie.ndlYf but the Liberal AssOciation is 
contrldered t() be friendly to Government, am.d I am simply asking. 

Mr. Preaidtmt (The Honourable Sir Abdur Rahim) : The Chair does 
not think that can be allowed. Next question. 

CoMKUNlQUE ISSUED BY THE RoYAL ConUL 'GENERAL FOR ITALY ABOUT 

THE SUPPLY 01' DuM DuM BULLETS TO ETHIOPIAN TROOPS. 

278. "'Mr. 8. 8at1amurti: Will Govern.m.ent be pleased to state: 
(a) whether their attention bas been drawn W a communique issued 

by the Royal Consul-General for Italy in Calcutta that DUDl 
DUIll bullets were sup,plied by Great Britain to Ethiopian 
troops; 

(b) whether .they ~  to investigate the matter; and 

(c) if not, why n'Ot , 

Sir Aubrey x.tc&Jfe : (a) Yes. 

(b) No. The allegation concerning the supply of DmI Dum bullets 
to Ethiopian troops has more than once been officially denied by Hia 
MajestY'8 Government, and the Honourable Member'8 attenti'On is invited 
t.c) the statemeDt made by the SecretartY' of State for Foreign AlTllirs in 
the House of Commons on the 18th :May, 1936, a C'OPy of which is laid OB 
the 1nbl(,. 

( r. ) Because the allegation, hal already been investigated and refuted 
Elnd iF. ill any ease not a matter wjth '\Which the Government of IndiA are 
concerned. 

EXTB4CT 1'80M HOUBE OJ' COMMONS DUATEB, MAY 18, 1936. 

Mr. Eden', Stllt_t. 

Mr. Eck" : I am grateful to the HOUBe fetr giving me an opportunity to deal witla 
the allegations, wbich have beeD made by the Italiall Government and prell eODcerninl' 
the supply of "dum-dum.·' or ~  amm.u.nitioll to the Abyssinian forcetl. 
Although the House will recall that theBe alJegationB have more than once been officially 
denied, certain recent happenings' make it neeeuary for me, in the interests of British 
iudultry and of the good name of this country, tomako, ,with the consent of the HOUle, 
a -rery full Itatement. 

Iu order that thewhetle pCIIIitietn -1 be clearly undentood, I m1lllt flnt remina 
the HOllie that ill Ah;1l8iDta eartridpa of al1.in4. have lOll, balm u_ by the 
inlabitaate ,in the IRDle .... y 88 earreney is UIed iIllllllle eo1nl'tries. Armt alld alllJDuni" 
tio. are, ill faet,t'lae dear_ pOMllllBiou of the Ab,..iDian warrior. AbyaliDia il .... 
It country wllere Ing Plll8 ia hunted., and 1uu tlu!refore beeD mited by 1l1lmbilr. of 
,.... ~  ill 'tltat 'fonDal .,art. TIIeae bt,/fIIIU InInMn lIIwe natma'll;r 
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cim-ied wid' ft.· 'ftppliellof the 80ft-JlOlea ~ ama1lDitiOll·wIIIeh ..... po_ the 
BtoppiDI ]lOWer· req.oredto deal ~  with certain apeci.ee lit. big, game. ,AIWIlUJli-
tiou of this type has undoubtedly been left behind by t.be hunterl and has ~~~ 
among the native. j other supplies  may, long previous to the outbreak of' bo.ltillt1., 
have found their way aerOl. the frontiers from neighbouring territori81 wbere big game 
18 ~  and this relatively modem sporting ammunition baa'gOne to IiweD the Gount-
Ie. ro'Imdl of ammunition of varmus types eireulatinr throughout the country. 

When Abyuinia mobilised to meet the Italian inva.der, the many th011l&lldl of 
tribeamen who reBponded brolSght with them sueh· arms and ammunition .. they 
1'0000ued.. BeeaUBe of the grave shortage of military IUpp.lies, it WILl only pOBBible 
:(or the AbyuiDian Government to rearm a portion of their levies with modern arma 
and ammunition. COnBequently, in the fighting that haa taken ~  use may BO 
doullt _v.· been made by the AbyaBiDiaa· IOldiery of all lI1&IlJler of ~  riaes, 
Ihot gDJI1\; ·ete., sOllIe of which, if the Italian statements about the injuri8ll received by 
their troops are accurate, may well have been loa.ded with soft· nosed cartridges of 
IpOrting eharaeter, old-fashioned leaden bullettl, S]Ugl, or,. in faet, lUlything their 
OWilerB could find. 

I !lave gone into these detailB because, in the course of the campaign, it is reported 
that the Italiane have captured, among ~ eartri4igel, speeimeD8 of IOft-aOAl84 
ammunition manufaetured in the ~ KiD£dom.. Al]egatioJll were made in Italian 
quarters that ~  British-made cartridges had been IlUppliedaincethe opening of 
hostilities by British firms to the Abysainian Government for military purposoa j and 
the Italian Government, in complainma-to the League 'Of, Natlonl 'OJl the use of illegal 
ammunition by the AbY8linians, furnlahed evidence clearly intended to give thi. 
Impre8lioll. As a rllllu]t, a careful investigation waa made by the' appropriate 
authorities of Bia Majelty'l Government; and On the .tb Febniary a communication 
was addrelled to the League of Nationa IIhoWiilg the 'baaelellnea. of the Italian allega· 
tions. This communication w.. eirculated to all States membell,aad was pubHshed. 
It 1I0t only showed conclusively that the British·made eartridgllll  illustratold in the 
ltalinn evideaee had been mall1lfaetured in some eases over twenty ,.earl! ago, but it 
allo mentioned that a telea-raphed AbYIIBinian order for military cartridges which had 
specified that half of theetl should be in clips of five had been distorted by the Italian 
authoritie! to read •• half of whieh to be c]ipped." 

. For a time !tl;\lian. allegatiollll reprdi ... g the ~ of dum-dum ammunition from 
tbj.1 country diell"'6own, only to be revived a few weeks ago. Before proceeding to 
explain how this came about, I wish to emphalise two poInts. The first is that, 
aatuTally, neither RiB Majesty's Governrilent, nor British industry, are reaponlftble for 
the faetthat for yeall past all manner of cartridges have freely cireu]ated from hand 
t.p hand in AbY8sinia. The seeond. is that, apart from any other consideration, the 
8tri('t control exrreised by Ris Majosty's Government ovcr all exports of arms ana 
ammunition from this ('ountry enlls for each and every consignment, even of the 
lCmalleat si,..e to be ('.overed by an export liellillce j and no luch lit'.ence haabeen grantt'd 
or wOllld ever be I!antcd in reapp('.t 01 ammunition which was to be cxported to a 
fort'iR'll Government for military purposes. nnd whieh feU within the prohibitions of the 
Hague Convt'ntion. 

On the 12th April, however, the Me88a.gu'J'fO ne\V.p.per in Rome, after repeating 
old chnrg('A nlready r('futed. published photographs of (,ertaln 80ft-nosed I'nrtridges 
made ill this ('.ountl'Y, ancl of a letter from the firm of George Bate of Birmingham, 
addresR!'rl on thr 19th Frbrllnry last to the AbYll8ininn Minister in London, ne.eompanied 
by ~  of paC'kllgcs addressed to the AbysRinian Legation, and marked 
•• Material to be 8upplied for AbYS8inia." It will interest the HOUle to leam how 
tM. lettrl' aud theBe pBt'almgf\8 eame into Italian p08le8lion. 

On the 19th Febrm.uy !aRt an individual styling hiJlllJelt Colonel Pedro ~ 
~  on the managing director of Mesllll. Bate and intimated that he repr_nted 
the Abys8inian Government. After producing a letter of introduetion from the. BaDt 
of Egypt, itself Q forgery, and after mentioning the poslibillt;r of appointiDg MftIrB. 
Gaor .. Bate .. bUPnIf all"ntB to the 'Abyssinian GoYernment, tide perIIOn stated that 
the AbyuiJlian Legation wi.hed to IeIlUre I&mplel ofeartridjfes "f British 1II8D1Ifaetun, 
wldeh uould iDeladeduDMlum _ItUlitiOD.· 011 heiDg. told that ·SDl_ ... ttiGa· in tbe 
latter ~ w ... BOt· used in ei9iliaed warfare. tile IIO-ued.. Colonel LopurepHecI 
1ibat A'bJtBjnia was ~  with leopardl, whielait 11''' noue· lllaootiq witfl _lid 
HUetL' After ..... fartMr .(!oD'fenatioa the ............ureewr at ...... .Georp 
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Bate apeed iIOaoppl, him witlt eertaill aam,plea of ammwaition, 'tVhich included tbirtJ 
round8 'of 7.9 mm. 8Oft·nosed 8porting cartridges. Theee were packed m  a bos, ana 
beJlore this wal sealed Lopez asked that 8OD1etbing should be enclosed m writing to 
prove that the cartridges were of British Dl8llufactul'e. As, the letter which Wall 

prepared did 'not satisfy his requirementa, Lopez dictated there and then a communica-
tion from Messrl. Bate to the AbYlsiJiian Minister' ill London guaranteeing that the 
I&D1ples were of Briti8h manufacture.  This was enclosed in an envelope and paeked 
with the cartridges . inside the boz. Lopez then took poueB8ion of the pareel, and it 
wae next heara of when the letter which he had just dietated W&I pub1lshed m tile 
Italian press. I have aaeertained that neither the package nor the letter W&8 'ewJ' 
delivered to the Abyssinian Minister, n01' had Lopez been entrusted by the latterwttil 
the mission of 8ecuring'samples of cartridges. I should mention here that Lopes 18 
known to have approached UI18uccesllfully lIeveral other firms in the United Kingdom. 

Lopes is well known to the authorities m thi8 country under a number of aliu8I. 
At di1!erent timel he baa been kDOWD U BurD8tem, Henry Lawrenoe, Smgleton, RadbiD, 
etc., and on more than one occasion eompluinta have been made to the Foreign Oftlce 
by diplomatist8 accredited to IDa Ma.jelty's Court concerning tile approaches whicJa 
bave been made to them b1 tllia mdiridua,l. In October, 1935, Lopez wrote to the 
JiIoreign Office, stating that he thought hiB aervieea might be of use to Bis Majesty'a 
Government. In the letter he mentioned that he had already had, three confereneei 
with the Italian military attachll at the latter's express invitation. L will not weary 
the House with a detailed resume of the I111III1 eontaets and meetings which Lopes 
is known, to have had with representatives of the Italian EmbailY; It i. only neeeaaary 
to say tbat hill relatioD8 with that EmbaB8y have continued, and that he ia known to 
have had contadB with memberll of the Italian military attaeb6'a atalf within the laet 
three weeta. 

Bill activities in this connexion appeared to His Majesty's Government of 110 mie-
t'bievous a 'nature that it _ decided that a friend17 warning ,.hould be addreasecl to 
the Italian Emb&lllY on the subject. This action wa. taken in the 1Irst week of March. 
'.fbe Amballsador W&l warned orally on my instructions by a high official of the Foreign 
0fIit'.e that I "IVlUI &ware I}f the fact that the Italian EmballlY were in touoh With a 
notorioull pmveyor of falle information 'and forged documenta, named Henry Lawrence, 
Lopez, etc. A description of this individual and of hil aetivitiel over a number of 
Jears WIUI furnished, and, in view of tbll cc;»mplaints made by various foreign miBBions 
in London, it wall suggested that if the Italian Embassy eared to refer to certain 
of their foreign colleagues, the latter would be able to contlrm the foregoing inf01'ma-
tion. It wall further IIt.ated that it bad' come to th" knowledge of His M a,jesty '8 
Gnvernment ,that,pOIIinjt' 88 IL purehuer of arms for the Abysllinian Government 
Lopez waa DIII.kiJ1g enquiries about the alleged II11pply of ,dum-dum ammunition ~ 
tbis conntry, Rnd that he was apparl'ntly attempting to persuade the Italian authorities 
that 8u(',b ammunition ,,'&1 being <'Xported with official connivlLllce from t,bp. United 
Kingdom. In conelUHion, it was suggested that the continued employment of a mu 
of tbis diAreputable type wouJd not be conducive to the maintenance of good ralation. 
between Italy IlJId the United Kingdom. 

Tilt' Amhnl'l88dor replied thnt h'p himself was quite unaware of the existence of tbe 
fndividual in question. He would look into the matter. Hia ExcelleJ]cy exprossed his 
moat I1'ratt'ful thankR for the Informatiim, "bleh bE' regRl'l1E'd 118 likrly to pl'ove of 
great benrftt to Anglo·Italian relations. Subsequent, however, to thl. waming, ltaliall 
propagJUlda on the subject of the alleged supply of dum-dum ammunition by Britiah 
firms W&l revived thl'ough the publication in the Italian preal! of the letter which 
Lopez had himself dictated to the Secretary of the managing director of M8I!I81'1. 
George Bate and Co. of Birmingham. On the 31st March Lapaz, uader another 
alias, namely, Mezler, called upon the AbYllllinian Minister. He oft'ered, in return 
fOT t'oncetlllioll8 in that C01l11try. to II11pply tbe AbyBllinian Government witb buge 
quantities of arms and ammnnition,' and he &8ked for a letter from the MinisteT 
RlIthoriliing Colonel Gustave MezleT to bny tbese jfOOd8, adding that he would be 
prepll1'ed to obtain the Ileeeaaai'y permitll, He induced the Abyaainian Mi1lister to 
1Ii/CD a paper eolltaiairag .. Iou. list of rllqulre4 ammuniUoIi. The Minister baa atatecl 
that, among the many item. lilted he omitted to DQtice one for 3 milliou 10ft-nosed 
~ ... ; a'lld'" malt 'be obviou that he llid .ot DOtieie ~  for, apart from ever;y· 
tldDJt",IIIe,le lalowI that, 1l0. 8XJI8I'i ,Jieence fop tt.e ~ of theae round. ecule! 8Y8I' 
have been obtained from the Board of Trade. Tht'ir pure1lue; therefore, would haft 
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bellll utterly ~  ~  in fact, no application for a licence ~ ~ any ~  the munitions 
in this u..c'wU no6\' mafte, but the paper 8igned by the Abywmlaa MiDia\ar was later 
publiahliit .til &,'.e_gg6'l'0. 
" ~ ~  ~ ~  ~  that I have felt it necessary, in the cour88 of tbiS 
uplaaat.ioD to the HoWIe, to deal very fr&l1kly with whs.t can only be describeil 8.8 an 
.. tempt to fallril/ate evidllAce that the Aby&linian forces lU"e beiDg supplied with illegal 
lIII1JI1unitioll by interests in thill country. That I docid,ed to take thia unprecedented 
Mltep i. due to the nooc8eity of protecting the good name, not only of British industry, 
but of His Majosty'e Government. Indeed, I regard it I/oB 88selltial that all the facta 
lIhouldbe known, 110t only here, but also abroad, in order that there should be no mis-
1I.1IpreheDsion conoorning the very careful steps. taken by His ~  Government 
to control, not only the quantity, but the types of arms and munitions exported from 
the United. Kiqdom. 

1 mr.y add that. a note which the Italion Government had addre88ed to the League 
of Nations It week ago r('newing their chargee against this country and reproducing 
the letter from Bate and Co. and the Abyllllinian Minister's paper has' DOW beea 
cancelled. CopieR of this communication were, however, circulated informally to the 
foreign c1olegations in Geneva. during the receut meeting of the Council; and it i. 
II)SO Ob this ~  and beeause of the pUblicity which has eDlI1Ied,·thatI hDe found 
it Doceuary, without any desire to ~  ClOntroverey or eritiCIisBl, to make a full atete· 
mont of aU the fad •. 

lIIr . .d. HMtder.ofl. : May I alk the Right Honourable gent18man whether the. pape,. 
iD this elllk! will be sent to the Director of Public ProBecutiODl '"th a view to the 
nec_ry a("tion being taken, and secondly, doea not this episode rather prove the 
lIuggeation tbat foreign Em.ba8tiee are using their diplomatic immunity in order 
to ..... . 

Sir A .. hetOf& ~  : What it the nationality of the 8O-ulled Colonel Lopel , 

EtJri. Wilntmlm: If·he t. a fomper, wlay ia he allowed to remain here' 
Mr. EIIe,,: He ie not a foreigner. 

Sir W. BrtJI. : Will the Right HODovabie gentleman make representations to .the 
It&lian Go-.ernment, and uk tllem whether they win accept the explanatioa whieh he 
has made in the House thi. afternoon' 

Mr. Ed",,: I· think my statement stands fully for itlelt. It t may say 10, it 
might well be left al it is. . 

Mr. ~  Will the Right Honourable gelltleman repeat the answer which he 
pve to the noble Lord the Member for Horsham (Earl Winterton), whicl1 wu iDaudible 
.... thi. llide of the HOUH, anU aJ.o gi" an aaswer to my Honourable friend the 
Member for KingnriDford (lIlr. A. B6Ildenon) , 

Mr'. Edtm: I had every intention of giving an anlwer to the Honourable Membfll" 
tor Klngawintord. The facts in my statement whieh relate to the deception of the 
Birmingbam firm and the consequent publication in the MeUGgllef'o were earefully 
conllidered by the Direetor of Publie Proll8t'.utionll, who came to the conclusion that, 
although a minor contravention of the luromary provisions of the Firearms Act 1920 
might hRVe come in quoation, Blleh fact, would DOt a«ord a satisfactory buia' for ~ 
proll8t'.ut.ion for an indietable 0«81100. All to nationality, the person ClODeerned is • 
Britilh lIubject, although of Polillh origin. . 

Mi8. RIJthbone : Will the RiKht Honourable gentleman consider whether the pubH. 
('ation of the report of the CommIttee of JUrillts would not throw light on the mendacity 0' Ttaly in reRard to AbyBBinian atrMities' Wotrld it not be fair to AbyBBinia to hue 
t,hllt pnbliahed , . 

MI', Joh'Mton: W}U the Right ~  nntleman not avail hizqaelt of the 
present opportunity to refnte the ~  frequently made in the ltalia.n preis that 
tIM; publiration ot th}' a.lleptionl !1B to these dum-ium buUets wa. proJlibited ill the 
Brlt18h pr688 at the ,lnstuee 4f Ris ~ Gove11UD8nt ,  . 

Mr. Ed"" : Of tlMIrRe ~  no word of truth in I11Ilh &Il aDegatiOR. 

. Mr. JohMtofl. : Why did the Bight HonoUl"e.We reaUemu. M&taiteprevioua 'Oppor. 
'um.,. of II&7inIl that Ria Ke,;jeaty ' •. GoverJUaent had not exercdlled &D.1 preIIU1'e11pOR 
t.he British ~ .. ill this matter ,  . 
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~ Ed_'( t think the' traditions of our country are' wernniough 'bown 'to mlLke 
that ul1l1ece111lry. . .  .  , 

Jir. T1Iont6.: III ·there 110 power in ~ tauPel.aa IDlumlu brUte like 
this , 

Mr • ..4. HeMer,ofl,: The Right HonQur.ble gentleman haa J10t aIIIwered m1: eecond 
queation. Doell he not contlider that the Iililitary ~  to whom he referred in hi. 
ow. auwer, ii .UDlluitable .t. eany out hill.fIu1otiOlll t. thie oowdry , 
Mt .. Ede. : What I Dve laid to the Roue I Dye laid with rel1'et, in order to 

nUlle e1ear ,the politioD of Hie J4&jeIltY'1I Government aDd the good Dame et Britulh 
firms. I 'hope the BOUIIe will Ilot draw further deduetiontl from ii. 

lIr; E • .i.Will4afIWI: May I ask the Right Honourable gentleman whether the 
rec.'ital of thiB ~  ·111 not concrete evidence that the private production of anna lIhould 
be prohibited , 

Mr. S. Satyamurti : May I know why Government did 110t give puhli-
clly to this denial of the Secretary of State for Foreign .Affairs in the 
11'l11se or Conunon,", ill view 0.1' this. ooDllD1lwque havin{t ~  bl'Ool(lC'llsted 
ill this count.l'Y ? 

Sir Aubrey KetcaJfe : The ~  made by the Secretary of Strite 
Wl1loi ~ fully prjutl.'tl in the prellS in this country, and if auybody bad 
takE'n 1.r.e trouble to read it there was lW necetiliity lor the Gover.wl,elJ.t to 
do more publicity in the matter. 

Mr. S. S&tyamurti : Do Gov'erument accept this position that they 
do not do any pUblicity with regard to thOse matters tho/llt are widel1 
published in the press T 

air Aubrey KMItcalf4t: It is not ~ .. ary for them to do further 
publicity when the thing has been published in the preNB ... What mOl;e 
pUblicity can they do , 

Mr. S. &atyamurti : May I kuow whether the Government 0.1' India 
do not do any pUblicity for any of tbeir acts or inteutioDIt, apart from 

~  as they get ill the 1l1'etllS ill the ~ COUl'l>e of thiugs T 

Mr. President (The Honourat,]e Sir A\)dur Rahim) : '1'hat is a very 
genm'al qnestion. Next question, ple&se. 

ANTI-INDIAN PROPAGANDA ABROAD. 

279. *Mr. S. Sa.tyamurti : Will Go,·ernment be pleased t.o state: 

(a) whether their attention has been drawn to the question and 
answer in the House of Commons, relating to /l1Ilt ... Indian 
propaganda abroad j 

(b) whether t.he matter has been brought to the notice of the Leagu.e 
(If Nation. ; and 

(0) if not, why not' 

TbeBollourable Sir Bamy Oraik: (a) I have seen the question and 
answer to which the Honourable Member refers. 

(b) and (c). I would refer the Honourable the Memher to the state-
ment which I recently laid on the table ~ ~ of the undertaking 
giveQ,.b¥ me, QU, tbe 16th Aprilla..1 in replying to Mr. 4aanth_yanam 
AYY8ngar's question No. 1650. 
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~ S. 8aQ'amurti: HaIJ a ~  been made to the Leape 
of Nations' . . '. . 

'llle Bcm.ourable Sir . HeDl')" Oraik : That. is explained in the .ta te-
ment here. 

·Mr. •. llatyamurti : Has it been Inade 7 
, " . 

The Honourable Sir Henry Oraik:It is explained in that statement ~ 
... It hall beeu agreed that no UHful purpose would be lIervec1. by bringiag the 

matter to the notice of the :r-gue. In view of the bUlines. before that body, there D 
no prospect at present of getting thill matter (lonaidered by it, and, eveu if this were· 
later found possible, the probability is tIlat considerable time would be taken in evolv-
ing a ~ for the aceeptanee of foreign powers which may quite conceivably never 
prove effective in stopping misrepresentation or the production of 1Ilms,. etc., which 
offend the sentiments of people of this country. It ill not therefore proposed to pUrlue 
the matter." 

. Mr. S. Sa.tyamurti: May I know whether, if Government do not 
prl)pose to bring it to the notice of the League of Nations, they are co;n-
sidering any other steps by way of directly approaching the Governments 
concerned, where this anti-Inrlilln propaganda is being carried on7 

The Honourable Sir ~  0riUk : If the Honourable !tlember wiIi 
reap' the statement that I uod 011 the tobIe, I ~  explained there 
what steps will be taken. 

Mr. S. Satyamurti: Have Government heard from any Government 
to whom they have sent communications, protesting against the anti-
Indian propaganda , 

The Honoura.ble Sir HeDlY Oraik : I cannot say. Thosl.l protests will' 
have to be made through diplomatic channels and the replies, if any,. 
will take some time. 

M'.r. B. Batyamurti: Will Government get replies some time or 
other' 

The Honourable Sir KeDl'1 Ora.ik : Yes. 

Prof. N. G. Banga. : Is there any t.ruth or substance in the allegation 
usually made that as far al! America is concerned the anti-Indian pr:o-
paganda is being carried on with British assistance and connivance T 

The HODourable Sir Henry Ora.ik : So far as I am aware, there is n() 
truth whatever in it. 

lIB. BINDER'S ENQUIRY IN ZANZIBAB. 

t280. -Mr. B .. Satyamurti :  I shall only ask for answer to part (c) • 
. Sir &ir, .. ShaDkar Bajpal : (c) The report bas not yet been received. 

Mr. B. Batyamurti: Will the report be placed on the table of the 
House' . 

Sir Girja Shankar Bajpai : It all depends. If the report is ~  

in a confidential state and the House is still sitting, I fail to see how it 
can be placed on the table. 

t280. -Mr. S. Satyamurti I Will GoverJlmont be pJeasec1. to state: 
(a) what the latest position js with regard to Mr. Binder's enquiry illJ 

ZanZibar; 
(b) whetber they are fonowing the enquiry; and 
to) whether the report will be placed before the A_bI,. for diIouII:Ion ,. 
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2sl ... * •.•.• atylt.lDurti: Will Government be pleased to state: 
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«(J) whether their' attention has been drawn to a ~  by th. 

(b) 

Consul-General of Japan in India pul;llished in the India,. 
Expr88s, dated the 21st May, 1936, regarding signing of any 
Indo-Japanese uade ~  in England; 

the reasohs' why any ~  arrived at here should go to 
England·; and . 

(c) whether agreements cannot be concluded here , 

The ~ S  Iluba.mmacl Za.fi-ullah lDwl: (a) Yes Sir. 

(b) and (c). The Honoul'able Member is referred to Sir Joseph 
Bhore's speech in this House on the Adjournment, Motion by Mr. B. Daa 
on the 25th January, 1934 . 

•• 1. Satyamurti: May 1 know, in the case of this ~ ~ 

whether it will be !ligned in India or in Engla.nd , 

The Honourable Sir Muhammad Zafrullah Khan : If the Honourable 
Membcr will refer to the speech to which I have invited his ~ 
he will find there the whole constitutional position explained. 

. Mr. I. Satyamurti : May I know whether there has been any chanbe 
since then, and whether it is now proposed to sign the treaty in India' 

The Honourable Sir Muhammad Zafru1l&h Khan: There has been 
no change in the constitutional position since ~ 

lttIr. S. Sa.tyam.urti : Will the Government represent to His Majesty's 
Government the need and the propriety of signing it in India, and ~  
signing it in England' ' 

The Honourable lir Muhammad Zafrallah Khan : It is not a question 
of need or propriety. Under the present arrangements all treaties on 
b£half of India. must be signed by somcbody representing His Majesty's 
Government and therefore it will be useles!l to make a representatiQD 
which  could not possibly be given effect to. 

Mr. S. laty&murti : Will the Government of India ask His MajestY'd 
Government to send down that representative to Delhi, 80 that the agree-
ment may be signed in Delhi , 

The Honourable lir Muhammad Zafru1l&h Khan : No, Sir. 

Mi-. S. Saty&murti: Why not. T 
The Honourable Sir 14uhammad Zafrullah Khan : There is no reason 

why they should. 

Mr. S. Sa.ty&murti : Is it not undignified for a country like India to 
r.end its treaty to be signed 6,000 miles away , . 

The Honourable Sir Muhammad Zafrullah lthan: If tha.t is the 
constitutional position, I do not see how India's dignity will be added to 
orllUbstracted from by the treaty being signed in London . 

•. S. Satyamurti : Is tile constitutional position unchangeable t 

The Honourable Sir Muha.mmad Zafrull&h Khaa: I hope not. In 
course of time it may change. 
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Mr. N. ,,'IOihf': Maftkno'W if it. iR ~  t'tieTreaty of 
Versaille!i Was I!iJ:;ued by repl'c&enlativt's of India and !lOt. by the lJI:iti&h 
Government, that the Treaty of Washington was silJned by' the 1'8pre-
sentatives of 'India aud that the Locarno Pac!. WAS ·signed by to_ repre-
ae'ft'UI.tives of, India IUld not by the representatives of the Bl'itish Gov-
emment' ' 

The ~  Sir Muhammad Zafrullah Khan : r presume so. 
Mr. N. M. JOlhi : If thtt.t is so, why sho1.l1d not repre.sentatives of 

India be allowed to sign tbis treaty , 

The Boaourable Sir lIuh&mJIIH Zafrullah Khan,: This is a treaty 
between India on the one side and a foreign couiltry on the other. 
Those were treaties where the representatives of His MajestY'8 Govern-
ment were present and along with thew in the delegation was ~  

a reprt'Heutative of In<lilt. 

Prof. N. O. ltanp : hi it 1I0t a fact that the Governor General in 
India is the representative of Hit; Majesty ! 

The Bonoura.ble lir Muhammad Zafl'1llJah Khan: ~  ~  not 
arise. 

Prof. N. O. Banga : May I know why he could not sign it 1 

The Honourable Sir Ml1bp.mmad Zafrullah KbaD : I cannot give in-
formation on that point. 

Dr. N. B. Xhare : Has the constitutional position ~  after 
bigning the treaty of Versailles' 

The BODOIU'able Sir K"bammy Zafrulla.h XhaD : The constitutional 
position is Htlll the same. 

REOOMMENDATIONS OF THE ~  CoNSERVATION OF CoAL. 

282. "'Mr. I. latyamurti : Will Government be pleased to state : 

(a) whether they propose to consult those vitaIly interested in the 
coal industry in I?rder to ascertain from them how far they 
would be in a position to implement the recommendations ()f 
the Committee on conservation of coal ; and 

(b) at what stage the ~  remains' 

The Honourable lir Prank Noyce: (a) The Government of India 
made an official reference to the interests concerned on 17th June last. 
and I have also had the advantage of informal consultations with the 
leading organizations. I do not doubt th8!t. it will be an important part 
of thc Committee's .lutiet; to consider how far any recommendation!; 
w-hich appear to them to be desirable c.an be carried out in practice and 
tha t they will take steps to ascertain the views of the organizations 
concerned on this point.' . 

(b) I presume that the Honourable Member wishes to know the stage 
leached in, the discussions on the c(lnservatioJ). qu.elltion .. As I have 
already stated, the ~  is ~  we have consulted the ~ COll-

eerned and are cOD8idering tIle ~  and tennsof reference to t.he 
Committee which will examine· this quetltion. 
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Mr. I. latyamuiti : Do Government expect to bring up any logisla-
-tiGft DB flbiIgllllltter,r, i, '  , ";;: l: '0'' :' ,_ ,  " ',' 

~  !'he 1I0ilbu:r&blt" flit tJ's.nlf N()yt:e: 1 ~  cannot anticipate' the 
rt'Commendations of the committee, but if the Honourable l\-1ember wants 
.yown personal yie,v,"INitodl<1 tlUllk thlll legittlKLion will probably be 
necessary . 

~  OF NQTBITION4L Ib:SEABCH IN UDIA.. 

283. *Mr. S. S ~  : With l'efcl'euce to Mr. It. A.Butler's state-
mentin the House of CommoDs, ~  the developm,ent of nutritional 
research in thiH country, will ~  be pleased to state: 

(a) the steps that are taken in the country ; 

(b) the extent and naturE! of the' reseafoh j and 

(c) the ~  thereof T ,ir Girja. 8h&nkar Ba.jpai : (a) to (Ie). I would refer the Honourable 
Member to the reply given by me to his question No. 210' in the current 
SeH8ion. 

CoNSERVATION OF CoAL. 

284. >leMr. S. Satyamurti : Will Government be pleased to state : 

(a) whether their attention has been drawn to a leading article in 
the Hindu of the 14th May, 1936 j 

(b) whether they propose to take steps to see' that so valuable a 
commodity as coal is not wasted and that in national interests 
it is conserv,ed for the benefit of the nation's industries j and 

(c) if not, why not' 

The Honounbie Sir JIraDk NoyOl : (a) and (b). Yes. 

(v) Dool not arille. 

, Mr. S. ~ : ~  I take it that this problem rafol'red to in 
(b) iH connected with the inquiry which my Honourable frieud non· 
templated in answer to ~  No. 282' 

The Honourable Iir Pra.nk N0708 : Yel, it is. 

ENQUIRY INTO THE ~ OF THE CLoVE ,GROWERS' ASSOCIATION IN 

ZANZ1BAR AND RESERVATION OF K£ril. BIGHLANDS'POREmohANs. 
, . . 

285. "'Mr. 8. Satyamurti : Will Government be pleased  to stato : 
(a) whether ~  attentiOIl ~  ~ drawn to a ~ article in 

the Hindu, dateq. the ~ ~  regardinK t4e ~ 
of an Indian ~  to 888lst the enquiry that is being 
condUcted in Zanzibar into the working of tbe Olove Growers' 
Auoeiatiou ;' '  : 

., •. I ~ 

<b) what the position is with regard to the reservation of ~ 
for Europeans in Kenya ; and 

L24.:sr,}\u • 
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(0) whether they will investigate other matten mationed in the 
, ~  and do the nee4ful , ",:5, ( 'ii 

Sir ~ ahuJrv BajPat : (a)' ~  (10). I ~ ~  Hon011r-
able,j)iember to, answers to ~ questiqns on. t.his JJubiect during 
~~ ~  , '  , ,'...,'.' 

"I (b) The Honourable Member's attention is invited to the reply given 
~  me on the. 1::;t S ~  1936, to PUI't (a,) of hib sturred question No. 
42. 

Mr. S. Satyamurti: Have Government· considered,or ,vill they 
consider t.hat the Highlands in Kenya can never be developed by 
Europellm; alone, and ~  they represent to His Majesty's Government 
that, iii the interests of the Colony itself, this reservation' <ihOuld be 
stopped, or at least not extended, and the lands should be throm: open 
for development by Indians and Natives T 

Sir Oirja Shankar Bajpai: I mUlit point. out to my IIonourllble 
friend that the Government of India discussed with His ~  

Government in 1923 this question that the 'lands in Kenya cannot be 
~  by Europeans alone. . .'" 

CONSULTATION OF OoMMER('lAL AND INDlTSTRIAL OPINIONS AFTER GIV11\TO 

NOTICE OJ' TERMINATIOX OF THE OTTAWA TRADE AGREEMENT. 

286. *Mr. S. Satyamurti : Will Govprnment be pleased 10 state; 

(0) whether, after the Resolution of the Assembly, aSking 'them to 
give, n0tioe of termination of· the Ottawa .Agreement, they 
have consulted commercial and industrial opinions in the 
country ; 

(b) if so, what the opinious are j 

t I) whether they have called for the views' of the Local Govern-
ments j and 

(d) jf so, what theia.: views are' 

The Hon.ourable Sir Muhammad Zafrullah Kbaa : (a) and ('D). Yes. 

'( ~  and (d). Gdvernment are not prepared at this' stage' :to disclose 
the nature of the 'opinions received. 

Mr. S. Satyamurti: May I take" that it ,Government have rec.eh·otl 
opinions both from commercial and indu'strial bodies 'as well as Local 
Oovernm('nts , 

'The ~  Sir ltIubammad Zatruuah KbaD ,: Yes. 

Mr, S. S&tyamurti : May I know whether they propose to lay it. on 
the tuble, some time later' ' ,: . 

The Remourable 8lr Jluhammad Zafrullah Khan: I am afraid I 
cannot give a reply to, that question at this stage. . 

Mr. I, lat.yumu1i: May I know' the reason why the opinions of 
public bodies on a subject of first class importance are not placed on 
the table of the Bonae' 
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. '!'be Bcmoarable Sir Muba.mmact Zafrullah_Khaa: FoJ.: one thing, 
it might be prejudicial to the ~  are ,.ow ~  

therefore it would not· be desirable to disclose them. , .. , 

Prof, .;G. BaIlga : What is the procedure followed in oonsulting 
the eomlDercial and industrial opinion in connection with this matter-' 
is it by simpq upecu.q them to write to the' GoverDDlent. of India or 
tpeGQveulment of India sends any communication to them asking for 
~  opinions. 

The Honour&ble lir M:uh&mm&ei Za.fra11a.h Kh&D : The Go"ernment 
of India invited them. 

Prot N. G. 'B&nga. : In ths,t case, what steps have the ~  
of hldia takell to ascertain: the: o'pinion of peasants in this country Y 

The HODour&ble Sir .JIub&mmacl kfJ11ll&b'1D1aa ; ·14pcal QoverllQltm ts 
al'e expected to send in. their, ,opinions in regard to ~  effect of the 
agreeWtlllt on the interests of the ~  in their ,.provipces. 

Prof. N, O. Ra.ng& : In view of the fact that the Local GonH'nments 
wore not merely eJ:pected to send their opinions ,al to the effect that 
the ~  of this Pact would have or might have, but the Oovl'rn· 
Inent of India went out of their way to refer the matter to, these 
commereial . and industrial organisations in the country, may :I know 
why tbe Government of India failed to consider the ad,visllbiJity;, of 
<1l"crrtll.ining the opinions of peaaa.nts' assoeiations in the country IJ 

The Honourable •• 1Ih&mmAd Zafrullah Kh&D:1The 'lIonourable 
Member ill in error in assuminlr that the Local Governments WC1'e not 
expected to express their opinions from ~ point:of view of Mmmerl.!ial 
aud industrial iJ?terests also. 

'Prof. N. O. B&Jiga : May I ~  Sir ... " .. 

Mr. President (The Honourable Sir AbdurRahim) : The Honourable 
Member cannot argue the point. 

(Orie, of " Order, order" from Official Benches.) 

Prof. H, O. R&Dp. : It is not, such an easy thing to shout " Order, 
orue;-". I am trying to argue the matter with the President. 

Mr. PrelideJ\t (The Honourable Sir Abdur'Rahim) : Next question. 
The Chair cannot allow any more questions. . 

ADEQUATE SUPPLY OF FODDBB .ANI> GL\zINoGBOU:ND8 FOR CA.TTLl!I AND 

IMPROVEDIn' 01' LIvESTOCK IN A 8oncmJ'lc MA.l'fNER. 
, " 

287. * •. I, latyamurti: Will ~  ,be, ~  to .. state :. 

«(l) whether they propose to address. the Local Governments on the 
question of cattle.breeding· ana· improving liVestOck ina 
scientific manner; , }, ... "1, ,! . 

. ", ., - ...... , 

(b) whether they propoae to uatbine the question 'of acteqnate sbp. 
ply of fodder and grazing grounds for eattle ; ad" ' 

(c) ~  ,they ~ 'fu. ~  ~ ~ ~ ~ ~  
IJIm.AD as 
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, ',Iir: :QJrJa • "m Raj.,. .. : '(G) PJ'o\'ineial Go\,e.DQl'I ~  ~  
been addl'eaaed on t)ie IlUbjeet. •  , 

(II.): ,·and, (Jl)., &fere;nee (;)II. ,the wbjeet has .lIlready):bee ~ to 
LooaIJGovenunEWos, aadthe ,poSMibility of ~  ~ ~  

: .•• ~  : May I know if Govemi8ent are aware, in spite' 
cit· their;eamplrign 'for stud bulls and other thingll,that -tAle reM reason, 
why the breed of cattle is going down is lack of adequate supply ~  

~ ~ and of ~  .>£rounds t·. .  , 

Sir Girja Bhankar Bajpai : It is because allegations have been made 
to tbis effect and there is some substance in them that I hav,e stated in 
reply' to par'ts (b) and (b) of the question that the Locaf' GOVOl'DDlentfl 
han beeli'addi-essed on the subjeet .>f improving the fodder supply. 

:, lfr.a.8atyamarti : Have ~  been addressed 
on this specific question,  of so administering their forests and forest laws, 
as to provide an adequate supply of grazing ground for cattle consistently 
with, the conservatioo., of fore.tli 1 

, Sir Girja' Bh&Dkar Bajpai : In regard to that, I may inform my 
Honourable friend that the matter has been investigated and there is a 
m..erence of opinion as to whether sllch defeots as arise from the grazing 
system are due to what my Honourable friend would consider to be a' 
limitation of the area or the fact that there' is not a scientific use made of' 
such land as is available for purpoSe& of grazing. 

lIIr. S. lat)'amurti::'Are Govenuaent;,addl!eaaiBg themselves to the 
question of ... more scientific and more economio use of such fodder as 
is available in ,this country' 

Sir Girja Shankar Bajpai : Well, Sir, I may inform my HonoUl'able 
friend that (only recently we have addressed Local Governmeuts on the 
subject of agreeing to the appointment of a committee which is to 
investi';&.te into this matter .. 

Mr. B. Batyamurti: With reference to the answer to clause (c) of 
the qUC'lolfion. may I ·know "hether Govemment have any proposals by 
wry.of addrtlJS::;iug Local Governments on this question, and giving reason-
able facilities to villagers ~  cattle ofth.e right type' 

Sir Girja ~  Bajpa.i: That is really the object of providinll 
stud 'llUlls. 

Mr. B. Batyamurti: Stud bulls can only" produce" cah'es : who 
is going to feed the' calves' Are Gevemment taking any steps to 
incren8e the capacity of ,the people of 'he villages to keep and maintain 
thpHe calves produced py these stud bulls T, .. 

Sir Gtrja Shankar Bajpl1 : In so far as it is ~~~ ~  ~  the 
deVl'lopmentof gra:mng to .. siat ther.earing of oattle, as I have-already 
stated. ,Sir, that pointiis un&r examination.' 

Mr. I. latyamurti: Are Government ~  the question of 
food . f,?r , ,me,n ~  :cattlejbeC8UQ men mult ,hveto brlngupcattie, &I1.d 
cuftle must ha:ve.,8Qmetbing:.to"ea.t' ;" ' 

~ ~ : I ~  ~ frienel,must limit 
hBtu!t!if ~  fe'ecfili'g of men or to the feeding ,of oattle in this 
particular question. .., 
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··IIr. 1.l&tramurti : What are cattle wanted for, except for men t 
.lrEt l(JovQ!'1lIIIi8!lt ~  themsel"'sl·to ~  .. ttl. 
and Dleu, whom cattle is to lerve , .  1 

: iltr-·Gtrja ••• _ .B&jpa.t :1 have. ~  ~  _y-liQn()\U'abie 
fl'ieoo of .what Government intend doing in regard .to the leeding of 
cattlo. As reg&l'da.the. feeding of ,men, if I remember corre.cl.ly, m7 
Iionoul'able friend has a separate ~  aJid' I shall be haPP1 to 
ihsW'('1' that question when· it comel up. 

t[ •  • •• • 1 
NEW RULES FOR REORUITlIENT TO THE INDIAN CIvIL SERVICE. 

~  *Mr. B. Batyamurti ; With rderence to the new rules for t.he 
recruitment to the Indian Civil Service in Britain btmetLDia of nomination, 
wiU,Government be· pleeJIedto state : 

(0.) whether tIley IJfol)ose to fix Ilny age limit; 

(b) if so, what;.and 
(0) if not, why not' . 

TIle Honourable Sir RemY arait : 1 would refer the Honourabl. 
Kember to the Press Communique issued by the India Office on the 11th 
lIay, 1936, a copy of which is in the Library. 

REPORT OF THE WHEELER CoJDIITTEE. 

289. *Mr. S. Satyamuni : Will Gonrnruent be pleased to state : 

(a) whether they are consulting the Local GeTernmenta on the 
Wheeler Committee's Report; and 

(b) if so, what the recommendations 01' the Local Governmentll 
are' 

The Honourable Sir Henry Oraik: (a) No. 

(b) Does not arise. 

Mr. B. Batyamuni : May I know why Government do not propose to 
commIt Local Governmenttl on this matter f 

The Honourable Sir Henry Oraik : Because I do not think any nece .. 
sity arise!f. The Wheeler Committee itself eonsul,t.ed. Local Governments 
and recorded their views. There is no nece&sity for any further cOWiult.-
ation. . 

Mr. 8. latyamurti: May I know whether, in respect of future recruit-
ment to the Central Secretariat, an expression of the views 01' Local GOY-
·eJ·umt'nts is not wanted' 

The Bono1ll'&bie 8ir BeDry araik : Of course it. is wanted, but their 
views are already on record. . 

'Mr. B. iatyainurti : May I know ~  before ~  make 
up tlu·ir minds which or the recommendations of this Committee. they are 
going to accept and which to reject with or without modifications, they 
"ould like to 'liaye the opinions oftbe Local'GoVernments " 
~ Portion_iDarked r* *  . *  • J were ordered to be espuqecJ by order of 
the A.lembl,. OD the U.tb September, Itle. 
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''rbI' 'iI._ltlt .. tltlll'Y Oraik: They already have tile opinions ot 
thf> 140cal Governments. ' ',': 

~ ~~  'May I take it ~  to"&ecept all 
(pe ~~ ~  ,'Of the Wheeler Committee and therefore they do not 
P'1"OPO$tI, tb'bivtte farther, views ft-om thenoea:1 Governments , .'.: "\ 

, ~ ~ S  ~ ~  not ,say. All I have said ii 
that the Wheeler Committee itself obtained the views of Local Govern-
mf:nts on all the relt"vant and important. points. 

CoNCLUSIONS ARRIVED AT BY THE TRANSPORT ADVISORY COuNCIL. 

",290. *Jrfr. ~  : Will GOYllrnM!Qt be plealled to ~  : , 

(a) the nature of the agenda fot the Trillisport .Advisory Council ; 

(b) the cOllclUsions arrived at by the Council; and 

(c) the action taken or proposed to be taken thereon , 

. The Honourable Sir Pra.nk Boyce: (a) 'l'he Agenda for the Sllcond 
Pleating of the Transport Advisory Council held in July last relateti 
mainly to : ' 

(i) the early institution of closer control over motor transport 80 
as to secu.re the, comfort and convenience of the travelling 
public, place motor transport itself on a healthy basis and 
avoid or eliminate wasteful eompetition with railways ; and 

(ii) the tightening up of control over expenditure from the Road 
Fund with a, view to giving priority to schemes that open 
up areas inadequately served by railways and roads or 
provide new access to railways. 

(b) A copy of the Concise Stat.ement of Policy embodying the variour: 
measures recommended by the Council i;n Ju]y last ~ been placed in 
the Library. . 

(') A 'Bill to amend the Indian Motor Vehicles Act was debated in 
this .AHsemhly last wf>ek and is beinJ( circulated for eliciting public 
opinion thereon. The Assembly will also be asked to amend the ResoIu-
tiimhn, ROad bevelop'mPJIt during the present. Session . 

. ~ :' 

Mr. S, 8atyamurti: Wit.h reference to the answer to clause (b) of 
~ ~  may I request my ~  to place a copy of the Concise State-
ment of Policy on the table' of the House, sO that Honourable Members 
may have· a copy each' 

The HODourable Sir Frank Boyce: I have no objection whatever 1.0 
that, Sir, but it is rather lengthy. 

. Sardar IIaDgal BiDrb : May I know whether ~  Government of India 
illtclld to t".ke tbe representative of the motor unions on the Advisory 
Council' "  ' , 

The HOD01Il'&bIe 8tr Prank XoJae : I ,haVoe ,alNady 'explained the 
GovlI!'fJmen_,'. po/Ution very fully on that point in my 8peeeb at the cl08e 
of the discussion on the Motor Vehieles (Amendment) Bill lut week 
~  I htive nothing to add. 
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Mr .•.• tyamurti: May I know, if on this Transport Advil50ry 
Cool1'cil; the uaersof tbe road, apart from the rail-road, were ~  y 

~ :the ~~  Sir I'r&Dk ~  : They were : represented, if I mat; 
ISH;' 'Sb;! ,":ery' ably;'''by! the representative's of the Local Governments.' , . 

Mr. S. Satyamurti: That is, the MiniHters , 

The ~~  IJir .J'rankNoyCe : Y ('s. 
" Mr.'. laty&lll1U'ti: May 1 know whether the ~  and users C)t 
mot.m··1iransport, all such, were represp.Dted on this Council , 

The Honourable 8ir' J'rank Noyce: No, Sir. As explained ver'y 
fully last week, this .Transport Advisory Couneil is a purely official body. 

, Mr. S. Satyamurti: May J know whether, before ~  place 
their Resolution before this House for disl.'ussion, they propose to consult 
the J'epretlentatives of the motor transport, either sellt'rs or o"'ners 01' 
ll1l01'R ! 

The HODO'1lI'&ble lit Prank No108: No, Sir. As I explained to the 
~  we already"have the views()f the In¢ian Road, and 'Transport 

Development Association. 

INV1TATION TO THE MEMBERfi OF THE LEGISLATIVE AsSEMBLY TO VISIT 
" ANDAlfANS. . 

291. *Mr. S. Satyamurti : Will Government be pleased to state: 

(a) whether they propose to invite' Members of this House to visit 
Andamans ; and 

(b) if so, whom and when T 

The HODourable Sir Henry CrIPk :(0. ) Yes. 
(b) Sir Yamin Khan and Raizada Hal18raj have accepted an invitation 

to Villi! the Andamans next month. 

Mr. S. Satyamurti : What is the purpose of these Honourable Mem-
hers' visit to the Andamans t· . 

;. 

The Honourable Sir Henry Craik : As far as I rf'meJBber) I. stated 
in reply to a qnf'stion in this House that I was considl'rir.lg the ({uclltion 
of tt]Jpointing II non-official board of visitors, and whl.'n thnt was found 
to bt· illlprlleticable hecause we could not obtain the personnel for sucll 
a board of yisitors, in respollNe to a suggestion I WIIS aRked if I would 
ngl·(j4;. to some Members of the ASNeHluly vitliting the An<iamans, and this 
in"itutionhas been extended in pursuance of that Huggestion. 

Mr. S, Satyamurti : Will the Honourable gentlemen be allowed to 
Qwet ~  prisoners by themselves, to get their impressions of their life 
in the Andamans, and submit a report to this Housc ? 

rile Bonour&ble· Su-Henry Ora.ik : There is no quewtion of a report 
to tIllS' House. 

Mr .•. latyamurti : Will these Honourablellembe1'8 be allowed to 
ha,'t' free ~  with the prisoners there, especially political ~  so 
tldl't they 'ma'f fomi aD iildependent impression of the life led by these 
tlonviets in the Andamans , 



760 LEGISLATIVE A88.EKBLT. [10TH SEn. ~  

~  :"' . 

',." The Honounble air IIenry Ora.ik: The interviewil with prisonen 
will hal'e  to be subject to the ordinary rules. , 
. . ;'tJrI,J-:' .. : ~~ ... ~ 

lIIr. 8i:latyamuni: May I know that the ordinary rulea' 'contellll-
p.lato that ~  ~  and Lala llans llta,j ~  ~  ~ ~ ~ Lhe 

~ 'by Jail,. Supennte.ndents, and -that they. ~  have mdepenaent 
talks wit.h these prisoners f ' 

'I 

The Honoura.ble Sir Henry Oraik: The Honourable MeiJJ.»er is now 
reff'rring to prisonerN in the Cellular 'Jail. They are, of course, aver)' 
small· pl'oportion of the total number of convicts in the Alldamalli. So 
far ttt;1 am aware, the Interview Rules allow that authorised visitoN ma,. 
speak 10 pJiisoners out of bearing ot..the llrj!lollofticers. , 

'IIr: ' •. 8atyr.murti : Will these be followed in this case also' 

TIle Honoura.ble Sir Henry Cr&ik: The ordinary )'ules will be 
followed. 

Mr. M. Aaa.f Ali: May I know if Sir Yamin Khan has had anT 
~  .Qf jail life, eitbel' ~ an ~ ~  or ~  J 

The Honoura.ble Sir Helll'1 Ol'loik : That question had better bt 
Illlul'essed to the Honourable Member himself. 

Prof. H. G. Banga ; May I kDOW iftlle Leaders of different parties 
were consulted before t.hese two ~  Members were selected' 

The Honourabl.e Sir Henry Oraik: No. 

Prof. N. G. BAnp : Why not' 

The Honourable Sir Henry Oraik : Because I did not see any neces-
sity for it .. 

ltIr. O. H. MuthraDga. l'4udaliar.:, May I know, Sir, if, besides thelle 
two gentlemen, any other non-official who is not a Member of this 
A&sembly iSj!oing to visit the Andamans ,  . 

The Honoura.ble Sir Henry Ora.ik : No, Sir, not so far as I am aware. 

Pandit Lakahmi Jtanta. ll&itra : May I know if these two gentlemen 
will be given full facilities for studying the conditions of prison life in 
the Andamans , 

" The Honoura.ble Sir Henry Oraik: They will be given full opportuni-
ties of obftening what is going on, and they will be shown everythinl 
that they want to see. We have nothing to conceal from them. 

Mr. Sri PrakaIa: Will facilities be given to these gentlemen to sp8lld 
some nightR and days a8 prisoners themseh'es in the Andamans, 80 that 
t.hey D)a, know the exact situation , 

The Honourable Sir HenryOraik : If they so desire, I will see that 
that ill dOlle. (J.Jaughter:)· 

lIr. M. Ananth&aayanam Ayyang&1' : Win the nonourable Member 
be pleased to allow my frit>nd, 'Mt', Mohanl"l Saksena, to go at his own 
(lxpr.n'lf' to the Andaman81 •. '. ~ . 

• r, Preaident ~ ·'ftonourabi.e S ~  ~  : N.ext,questioa. 
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292. *lIIr. I, Satyamw-t.i::Will Goyernnaent 'be pleased to state (,,. 
\', '" I 

",(4) what ,their conclusions are with rerard to the. ftve-yearpro-
gramme of broadcasting ;  , . ., 

(b) ~  ,they J)ropoSc .. to allow ~  to brQa4eaat for poli-
tical propaganda ; and, r , , ~ ., 

(c) if nQt, :why not' 
" , 

'!'he Honourable Sir Frank Koyce : (a) The attention of the 
Honourable Membel"is'invited to ihereply given byrne on the'9th Septem-
ber, l!J36, to parts (4) and (b) of Mr. 'M. Ananthasayana'1Jl Ayyangar'. 
IlItarred question No. 223. 

(11) No. 

(c) The reasons were fully explained by the Honourable Mr.' A. G. 
Clow in the debate in this House On the 25th Sel',tembeJ.", 1935, in ~ 
nection with the voting of the supplementary demand for expenditure 
on the development of broadeasting during 1936-36. 

Mr. S. Saty&murti : With reference to the answer to, cl!1use (b)' of 
the question, do Government propose to reconsider the position, in' view 
of what is being '<lone in Great Britain T - , ' 

The Honourable Sir Frank Noyce : No, Sir. What js beini 
done in Great Britain was taken very fully into consideration before 
Mr. Clow gave the ~  to which I have referred. 

111'. S. SMyamuni : Will Government ascertain public opinion ill 
the matter, and sce how it reacts to this proposal, before ,they finally 
reject it , ' 

The Honourable Sir Frank Noy08 : No. Sir. 

Mr. S. Satyamurti : Why, not, Sir' 

The Honourable Sir PraDk Noy08 : Because they 'consider that the 
case made out by Mr. Clow in thia House last year is unauswerable. I 
was not here at the time, but, as far all I roan gather, it met with the 
~~  of all sectionR of the House. 

Mr. •. Satyamur:ti : Were Local Governments consulted in this 
matter, and do the Government of India agree with the proposal of the 
Local Governments not to allow political progapanda by Leaders of 
Parties' 

The Honourable Sir I'raDk Noyce : No, Sir. To the -best of my 
recollection Local Governments have not been consulted in this matter! 

Bir. •. Satyamurti : May I narrow down the question, and ask it 
the Government of India will allow politieH1 propaganda at election 
times' 

TIle· Honourable Sir Pr&Dk Boyce : I 'hin'e stated· Go\ternlhent'. 
pbBition)n this matter. Government d() not pl'opose to ,ocousjder it, 
and r"have, therefore, 'nothinll to add. . 
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hTICLJ:-Illf.TlTLJ:D .. ADMINISTRATION OJ' TBB AlmA!U.lf8"l"t7BUSBBD IN 
"  ' " THE Madras Mail." " 

29a.' *Jiir: i:'8atyamurti: Will Government be pleased to state: 
,(a) ~ ~  ~  has beer. drawD ~ ; ~  ~ 

n AdministratIon of the Andamans ", 'In the Madras Mail, 
dated the 28th May, 1936;' , 

(b) whether the allegations and facts stated therein are correct ; 

(-41) ,whether they propose to take steps to make Andamans 110t a 
, i" ' i Au.ancial liability but an asset ; and ' 

'Cd) 'If not, 'why not", 
The Honourable Sir Hemy Oraik : (a) and (b), It is Dot usual 

to llotice the articles of anonymous contributors to newspapers, but J 
am glad of this opportunity of stating that many of the statements made 
in this artich· are" incorrect. 

( c) and (d), It is not possible at present to run the Andamans 
Administration /lit a profit : but the nett cost of it has been greatly reduced 
in, recent 'years. 

Mr. S. Sa.tyamurti : Will Government consider the question of 
making the loss leS8 and less year aftP.r year, and making it at least 
a self-supporting propoRition " 

The ~  Sir Henry Oraik : That is our constant aim, hut 
it ,depends very much on the possibility of developing the forests, 
which is t.he principal asset and that, in turn, depends on the s11lRe of 
the timber market. 

ARTICLE ENTITLED" THE NEIMEYER OBDER-IN-CoUNOIL" PUBLIBlUIlD, IN: THE 

Hindu. 

294. *lIIr. S. Satyamurti : Will GOHl'DJ;ll'ent he pleased to stllte : 

(a) whether their attention has been drawn to a leading article 
entitled" The Neimeyer Order-in-Council" in the Hindu, 
dated the 28th May. 1936 ; 

(b) whether they have examined all the points contained therein j 
and 

(c) what their conclusions thereon are Y 

TheJlonoura.ble Sir James Gn., :  I would refer the Honourable 
Kembel' to my previous al\swers on this subject. 

ARTICLE ENTITLEl> "SECONDARY EDUCATION IN INDIA" l'UBL18BJID rtf' THE 
~  ," 

295. *Kr. .•. 8a'7&munt: Will Government be pleased t08tate : 
, (a) whether their attention has been drawn to a leadingartiole 

entitled .. Secondary Education in ,India" in ~ 
dated the 12th May, 1936 ; 
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(b) whether they have eumined the aunestiOn8 contained theHia ; 
~  . I' .. : .. 1 "I".' ,... ~  ~  , . 

~  ~  their ~  tpereonare f 

Sir Girja Iha.:nka.r Bajpai : (a) Yes. 
(b ) and (c)". The aiteiltion of the Honourable Member is invited 

to the resolution of the Central Ad'visory Board of Education 011 

unemployment and educational reconstruction, a copy of which I lay Oll 
the table. The resolution ,vas forwarded to Loeal Governments, and 
w,ith re,ga;rd.,to a,ub-paragraph (6) of ~  they were asked 
whether expert advice in organising the tJCh.eme of recoll8tructioll recom-
~  by the Board was desired. !lractically all Local. Gove,mments 
~ asked" fprsuch ,lIIistance and the ~  of India are trying 

to secure it. ' 

RaBOLUTION PASSU AT TaB I'JBBT JlD'l'ING 01' TaB O&rruL AJrnsoa-r B()AB.1) 01' EDUCA-
TION BU.D IN Naw Da.RI ON DllcBM •• 19 AND SO, 1.85. ' 

,(i) ~~  ottd educotioftCll ,reooutf"UCUon,. 

(1) While (!'()D8eioul of the great debt which il due to the education hithertO' 
provided in India ~ .• , the ,part played by univeHitiea in promoting higher Jltudy and 
reaearch ,and in traiDiDa' men aad WOIIUIJI for the lernee of India, th,e Board II of 
opinion that the following llOD,Iideratiou, among othe •• , neo_itate a DeW, attitude 
towards  educational probleml: 

(a) the ~  among edue&tioniat. and othell to bring a"out ebangos 
in the ~  syltem in .view of the altered eonditiou of life ; 

(b) ,the growing volume of .lIIUImployment among the .. edueatedela .... ; 

(c) the emphalia laid on a purely literary form ' of InitjoQction In Ichools ; 

(d) the inadvieability of too freq!Wnt examinations ; 

(6) .the Wgt' nUDIber of I. over-age' pupill in the &enior elauel of high llehools J 

(1) the incrMllug number of Itudenta ill nniversities, who are nnable to beueflt 
by univeraity instrnction and, in eoDIIequetlt'.e, the difficulty ill making 
satisfactory provilion for the better qualified students and for ,reaeraeh ; 

(g) the need of developing training of a more praetical type than at preaent 
and of making provision for lueh training, eipeeilllfy for thOle with 
little or no literary bent, and of· adjusting it totJJe lObeme' of ,.eral 
education; 

(h) the advimbility of developing 11 suitable sehorne of rural edueation, by 
which boys and girla in rural areas shall be given ~  trllining all would 
develop in them a capacity RDd desire for the wilrk of rurnl Teronstru('· 
tion ; 

."(2) Tie Board il at opinion that radit.al readjustment of the preeent sylteln of 
education in aehools should be made in weh a way u not only. to prepare pupill tor 
protelliOllal and nnivenrity conrtlel, but alao to enable them, at the completion of 
appropriatft itage.; to be diverted to occupationl or to separate vocational instltu-
tionl. 

(a) 'Thill Itagee shOuld be : 

(0) The fW"'-'1I dage, which should atDt at providing at leut 'a minimum of 
meral ~  .and training and ~  ~  perma .. ~ ~  .. ae1. 

f ~ ~  I'M I4IIH.f'Hct1fWItwr ,,14ge, which ,nil ~  a l8lI·eontaiDedeoul'III of 
general education aad will eonitltute a lUitahle foundation either for 
higher education or for lpeeialised practical cour ... 
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in rural aNU, the cour.. at this .tare should be attuned to rural requir •. 

• ellte. i ~~ ~  ,': :. ", .  : ~  ~ ~ ~ .  "  . !. ~ I".i· il . 

!:lome form ·of manual traiDiDg at thia ltare .hould be ~  ~ .... 0uJ4 aua 
.t tlw de ... elopment of practical a.ptitudea, a.nd be made compullory. 

(,,) 1''' higMr "oondar" .tGge, in .... hich wOuld be inel1idtid inltitutioDi witla 
Yarying leugth of COUrlel ; ,. , i .: , : .... 

,. <i) preparing .tudent. for admislion to univeuitiea in a.rta and ~~  

i <ii) for th('l training of teacherB in rural ueu ; 

(U,) for agricultural trainiDg; 

("')for clerical trammg ; and 

('11) . for tl'aiDing "in selected teehnieal lubjeetl which lihould be choMll ia eon: 
... iniltation with employer. . 

. Where leparate ·institutions are not poll8ible for the di ... erBified eourae., lOme of· 
thl!lm m'i.llt be ineorporated in a higher aeeondary course of ~ 1CI0pe .... ldU .... ould 
permit a choice of alternative groupa of lubjeetl and .... ould end in.lea'fing eerWIcateL ;. 

(4) At the end of the lower secondary Ichoul course there Ihould be the Arlt pub8e 
·examination. 

~  Cawlidate. deairoUi of joiaing the.lubordiaate clerical aervieea of Gonr1UD8D.t. 
ADd of local bocne. should pus luch quaJifyiDg e:umiDatiODB al might be prelCribed by 
proper authority and should not be more than 19 yean! of age at the date of their 
eza.mlnation. 

The certificates granted to pupill completing other epeelalleed coursel mould reeei ... e 
Oovena,ment recaption. 

(6) EJ:pert 'adrice would be of value in orgamaiDfthe lICheDle of reeoDltr1lctioa 
outlined above; . and ·a1eofor ·mggeeting methodl of traming muterl Who would 8IIiat 
pupil. RBd parent.·in the IlelectioD, by ·the pupill, of· oourses of nady with due rep.r4 
.te. their aptitudes. 

·(7) Each prorince Ihould organise Employment Bureau for the purpose of adviliq 
.tudentB and of eliciting IUpport and guidance of emploYInI interelted in the problem. 

(8) E"t'ery loeal Govennnent lihould aetively nplore the pOlllibility of Indin, n_ 
.... enu81 of emplo7Jllent and OCl4!Upation. 

Mr. I. I&tya.murtt : Are Government considering the question of 
80 reformlDg secondary educatioJl as not to make all secondar, 
students tend towards the' university, whether they are willing or 
unwilling and whetber thAY are fit or unfit' 

lir Oirj .. lha.nka.r Bajpai : The main object of the reconstruction 
is to provide alternatives to uninrsity education. 

Mr. I. Si.t/yaIDurti : Do Government propose to lay down any All-
India policy, leaving it to Local Governments to fill in the details, or 
do they ~ to leave it entirely to J.Jocal Governments' 

lir Oirja Shankar Bajpai : In so far as a general policy for the 
,ovhole of India clln be laid down, my· Honourable friend, when htl 
peruses this .resolll'tion, will find that it has been laid down JlQt by wa., 
of . direction but by. WRY of suggell!Jtion to Loeal Governments. 

Mr. I. S&tyamurti : ~  Government considering, the questioa· of. 
advising tbe univerRities to confine entrance only to Matriculates, &lid 
leaving the Government to rUll the Secondary School ~  Certift.· 
ca,tell for purposes other ,than Matriculation' 

Btr Gii'ja Shankar Bajpai : That particular point. namely, the 
~  on which admission will be conducted to universitieli; wu 
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net, Ill!! fRl'BB I remember, discussed by the· Central Adv·jl'lory -Boudot 
Education nor did the verydi"tjJJlrui.9m,di' ~  of the Board 
suggest that they should he. Ordinarily. their idea was to leave it to 
the universities tpdecide ,tl,tat in the light of any sche1Jle of reconstruc-

~  of secondary education that may be arrived at as a result of the 
consultation with ~  experts. 

. Prof. N. G. Rangs. : Hav,e Government considered the.advisability 
of suggesting to the Local Governments, to lntroduce vern&chllar i8duca-
tion in Recondary schools and also to introduce, aN far as posRible, 
agricultural and othcr voclltional trllining T 

8irGirja ShaDkar Bajpai : In 140 far ,&8 the vernaeularizationl1llrt 
of my Honourable friend's question is conecraed. I gather that in most 
pI'Ovinces 8trell8 is being laid more and more on the' use of the vernacular 
as a medium of iutruction in schools. The other part of. my Honour-
ahle' friend's question, namely, to what extent agriculture should be-
introduced as " subject in the schools for vocational instruction, is H· 
matter which will be examined in cODsultation with the experts. 

ORANGES TO BE INTRODUCED IN THE CENTRAL GoVERNlIENT FROM THE 
1ST A.NuL, 1937. 

296. "'Mr. I. Saty&murti: Will Governnlent be pleased to state ; 
(a) the nature of changes in the Central Government to be intro-

duced from the 1st April, 1937 ;  . 

(b) wbt the functions of the Government of India then will be ; 
and . 

(c) what the probable distribution of Gover.nment property which 
used to be held in the naJUe of the King, will be t 

The Bonourablelir lfripendra Iircaz' : (a), (b) and (c). It is 
impossible in IUlRwer to a qut'stion to give the full constitutiona.l picture 
which.. the Hf'lnourable Member appears to desire. For a picture of 
the structure of the Central Government. after the 1st April, T refer 
the HonourAble Member to Part XIn and Schedule IX of 1111' ~  He 
will find an enumeration of the Legisl,ative functions of the Centl'(' ill 
PartH 1 anrl III of Schedule VII. The executh'l' fllnctions of the 
Centre are described in Part XIII. The distribution of ~ will 
be governed by the provisions of sections 172 and ]7:-1 of the Act. 

;. I may be allowed <to add, Sir, that if I am asked about ~~  on RUY 
specHt" matters instead of this general question covering. the whole 
situation, I shall try my best to answer them. T am not 8ugjlesting 
formal notice" but communication may be ~  bylf'tter . 

•. I. ktyamurti : May I know, Sir, if my Honourable frit.'Jld Cllll 
answer without noticf', what are the intentions of the Governrrll'llt 
with, regard tQ the interregnum after the let of April, 1937, anq before , .. he 

~ into existence of the Federation, whatever the .date 1JlRV Iw, 
with regard' tc) the Legislature' at the Centre" '  " ~  

"m WJ1OUrable'lfr 1rripin4r& 8iroar i: ·x will preteI' to' get a tittle 
time and shall be' glad if my 'Honourable friend will write to me in 
the .matter .. I want to conlllult the RefortrutDepartment before ghi'fng-
an. answer. 
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Mr. President (The Honourable Sir Abdur Rahim) : The auswer 
will be given m the HOUle , 
The Bobo1l1'&ble Sir Rripendra. liro&1' : Yes, Sir. 

C.uil>.UGN 01' FIGHT AG.A.INST M.u..uu 800oME. 

297. *111'. I. latyamurti : Will Government be pleased to state: 

(a)', whether they are considering any campaign of ftg1!.t' against 
, ' malaria scourge ; and ' 

( b) if so, what their conclusions are , 

Sir Girja, Bbankar Bajpai : (a) and (b). Anti-malaria operations 
lire a matter for the provinces but the Government 'of India have 
reeently placed 8 filum of lUI. 10 lakhs at the disposal of the Indian 
Research Fund Association t.o be used mainly for the prevention and 
treatment of milIaria in ruraillreas. The manner in which this grant 
may be most usefully expended is at present under enquiry. As 
rcgards directly admini!ltered areas special anti-ma.larial meaSllres 
ha\'c ~  started Oil an intensive scale in Delhi. 

Mr. S. Satyam'i1rti : May I 'know what is the total incidence of 
deuths hy malaria for the Ia:test year for which figures are available' 

Sir Girja Shanka.r Bajpai : I, have answered qu.estions on' that 
subject ~  .Lt is rather difficult to give figures for deaths from 
malaria alone because in the system of classification adopted by the 
great majority of provinces the heading is just " Fever ", not neces-
sarily malaria, bilt' 1 sbaH try and ~  such information to my 
Honourllble friend ilK iK rt'adily available in the Reporto'f the Public 
Health Commissiollcr. 

Mr. S. Satyamurtl : Will Government consider the advisability of 
un All-IndiH pel icy to fight thi8 AU-India scourge. aDd press it 011 

[.Jocnl Governmentll T 

'Sir Girja Bhanka.r Bajpai : Sir, there have been different questions 
on the Kubjert asked at .different timeN in relation to quinine which 
is the one item connected with the trcatment of malaria over which 
the OOYf'rnmellt have ~  cont.rol and I have explnined the position 
IIf the Government of India in regard to that matter and I do not think 
that I eRn add anything now. 

Mr. S. Batyamurti : Do the Government of India now accllPt the 
poI'icy of having a reser\'e of quinine, as against the possible epidemic 
of an ~  scourge of this magnitude , ' 

Sir Girja Sbankar Bajpai : We have not merely accepted it but 
we have taken action in the matter. We have now a ~  of quinine 
to the extent of 1.50,000 lbs. to meet a national emergency. 

Mr. S. 8atyamurti : Are Govemment satisfied. that this is adequate' 

Sir Oirj'a Shankar BajPat. : Our experts say that that is adequate. 

Mr. ~ ,:Will ~  take steps t6 'p.rOQl,Ote the free 
distribution of quinine to the .p'oor ~  'in the villages who cannot 
aff01'p to, pay even, ~ /imaU prIce ~  is charged lor it now , 
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'Sir atrja ahpkar Bajp&i : My ~ friend is aware that ~  
year the Government of India gave 45,000 Ibs. of quinine tQ the ~ 

101' frt\8 distribution. They cannot dp Qything mOJ:e. 'i.1;" . 

Mr. D. E. La.htri Obaudhury : I want to know whether theGdVern-
ment of India are consulting t.he ~  of Nations scheme against 
malaria' 

Sir Girja Sha.ilkar Bajpai : There is no League of Nations ~ 
whil!h is uni\'ersally applicable. The Government of India invited a 
Commission from the Ijeague 'of Nat.ions s()lne years ag.o to ; visit this 
eount.ry and make recomDlendations and the report of that Commi88ion 
has been considered by t.he Hovernment of India as well as by the Looal 
Go\'ernments. 

Prof. If: G. Ranga : Will Goveml'llent. consider the advisability' of 
making an annua.l grant to Provincial Governments to ~  them to 
fight this malaria scolirge for some years to come" '. . 

'Sir Girja Shankar Ba.jpai : :My Himourahle, 'friend,iJle Finance 
::'IieJUber, is ~  certain t.o pn;nt out thattbltt. is a mattt"r which must 
depend upon the financial l)osition of the ~ of, India, 8lId that 
we cannot make any commitments at this stage. 

Mr. S .. Sa$yaDlurti : Not even for malaria scourge' 

(No answer.) 

ABSENOE OF A PLATFORM AT THE RUIPET RAILWAY S~  MAvlu.1it AND 
SoUTHERN MAHBATTA RAlLWAY, 

298. *Mr.8. aaty&murti : Will Government be pleased to state: 

(a) whether their .attention has.been drawn to the representations 
made to the Madras and SoutJtern Mahra"tta Railway to put 
up a platform for Ranipet Railway Station; and 

(11) w,bether they propose to invite. the flttention of the Madrall and 
Southern Mahratta Railway authorities to the great inconve-
nience experienced by' the people for want of a platform at 
the Ranipet Railway Station T 

'l'be HODoura.ble Sir Muhammad Zafrullah Xhan : (a) Government 
have no information other than that furnislled, by the IIonourable 
Member. 

(b) I am prepared to send a copy of the questiop. to' the lta.ilway 
Administration if the Honourable Member so desires, but would point 
out that the Railway Admini&1ratWn, aSlisted hythe Local AdVisory 
Committ.ee, is in' the best position to· ;judge of the relative importance 
of the various stations requiring platforms. 

Mr. S, Satyamurti : In''iew of the parlous state of railway finance 
and the need for attracting third ela88 passengers, will ,the Government 
of India be good enough to cODsider the suggestions more favourably, 
and press upon t.ht'! railway administration toprovid.e these amenities , 

The Honourable Sir MubammadZatl-uDah lDIaD : The Govern-
ment of India will. ,not take upon themselveli the responsibility ot 
declaring which stationa require platforms in adv&PGe of other stations. 
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The Govern'lhtlnte'an only send d01vD the ~  to the Agent for 
his consideration 8lid I have no doubt that ~ Agent win spend· such 

~ :&8 he may ~  for this. purpose .to the best advantage by aeJect-
~ ~ which .require most urgently to be provided with platforms. 

Mr. B. Ba.tyamurti : May I taIte it that the Government of India 
have no part or lot in this matter, alld ~  they do not lay down 
general conditions or anything like that , 

The Honourable Bir Muhammad Zafrullah nan : Government 
callnot be expected to lay down general conditions with regard to the 
proviRion of platforms at eRCh indh'idulll station. 

LoANS TAKEN BY THE INDIAN STATES FROM THE BruTISH GoVERNMENT. 

299. *Ilr. S. Satyunurti: Wi1l Government be pleased to state: 

(a) the exact amount of loans which the Indian States had taken 
from the British Government j 

(b) the amount of loan taken by the Bahawalpur State from the 
British Government ; 

(c) whether these debts are being regularly re-paid'; and 

Cd) what steps they are taking to recover the money' 

The Honourable Sir James Grirr : Before answering this question 
1 just want to mention that I notice a reference to ' British Govern-
ment', I assume the Honourable Member means the Government of 
India. ' 

Mr. I. Ba.t)1mlurti :  1 did flot notice that myself. I made a 
mistake, naturally because they are identical. I meant only the Goyern-
ment of India. 

The Ilonourable Sir J&mes Grig, : (a) The amount outstanding 
on the 31st March, 1935, ~  about 13 crores. 

(b) About 12 crores. 

(c) and Cd). Repayments are being made regularly according to 
the terms prescribed by Government. 

)Jr. I. Satyamurti : May I know why these loans are given by 
the Government of India to Indian State8 f 

The Honourable Sir J .... Grig, : That question would require 
n Jong answer. It depends upon the eircumstances of each individual 
case. In the case of the Bahawalpllr . loan, it was lent to them to 
enable them to participate in the Sutlej Valley Irrigation project. 

111'. •. Batyamurti : 1M it part of the policy of the Government 
(If India to advanee 10Rns to Indian States Y 

The Honourable Sir . Jam.1I .Grig, : I ,c&ll1lOt describe it as a policy. 
But Indian Statesdohorrow from the Government of India for variolls 
purposes.' . Whetbet tbe' Uoverrtment . of IndIa lends 'ol' Dot depends 
upon 'the pnrposefor Which the loan is required and upon the security 
that is available for the loan. 
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1Ir. ~  Mq I know bow the ~  ot.lnd1a 
manage to raise large Rums of money from the poor ~ of 
Britisl1,Ipdia, and advance the moneys as loans to the Indian States t' .  . .... ~ 

The Honourable Sir James Grigg : These loans are not advanced 
out of the taxes, hut out of the super-abundance of the rich investors 
Of British India. 

l'rIr. S. Br.ty&murti: That is to say by raising Govern;«tent loans , 

The Honourable lir James Grigg: Yes, Sir. 

Mr. I. Satyamurti : Who ultimately pays for these loans' The 
poor tax-payers of British India , 

The Honourable Sir James Grigg: Not unless there are defaults. 

Mr. S. 8a.tyamuni : How long has this loan been peoding with the 
Bahawalpl1r State Y Twelve years' 

The Honourable Sir James Grigg : 1 do not know the exaot period, 
but it is quite a long time. 

Kr. S. 8a.ty&m.urti : How much interest has been collected on this 
loan' 

The Honourable Sir Jam .. Grigg : 1 cannot answer that without 
notice. 

Mr. S. ~ : What is the ,..ate of interest T 

The Honourable Sir Jam.Grla : The rate of interest .vuied 
with each instalment of the loan that was .advlUlced. 

Mr. S. Satyamurti : What is the ~  rate and what ia the 
minimum rate , . 

The Honourable Sir James Grigg: . The ma:ximum rate of, interest 
was something over RU per cent. to the best of my recollection. 

Mr. 8. Batyamurti : How much has been paid towards the capital , 

The Honoura.ble Bir Jame. Grigg :1 shall want· notiee of that. 
As a' matter of fact· the terms of ~  provide for a series of 
annuities in which no attempt 11as been made to distinguish between 
interest and capital. It is sufficient to payoff the capital debt within 
a certain term of yearH. 

Mr. S. Batyamurti : May 1 take it, therefore, that the interest up-
to-date haR been written off' . 

The Honourable Sir James Grigg : You may not. 
i» .  , . 

Mr. S. eatyamurti :. What is the rate of interest now being ~  .f 

The Honourable Sir James Grigg : There is no particular rate of 
interest becaUl'le payment is made by a series of annuities. 

Mr. S. Batyamurti : Will Government take proper steps, hereafter 
to safegnard the payment of interest on any loans that may be adl'anced 
to Indian States , 

The Honourable Sir James Grigg : While I cannot pledge Dt7 
S S ~  1 am bound to say t.hAt I 8hall be very chary about makinr 
advances to that extent again. 
L245LAD 0 
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Seth GoviDd Dat : What is the minimum rate of interest on which 
these loaDS are ~  , 

The Honourable Sir Jamel Grigg :  I cannot say without notice. 

JIr. N. V. Gr.dgil : What is the security for this 108n t 

The Honourable Sir James Grigg : The revenues from the Suil(lj 
Valley project in so far as it is situate in Dahawalpur State. 

Prof. N: G. Ranga : What was the security for the loan advanced 
to. the Alwar State y 

The Honourable Sir James Grigg :  I want notice of that. But I 
imagine the revenues of the Alwar State. 

Mr. Sri Prakaaa : In view of the fact that the Bhal'atpur State 
repudiated many of ~ debts taken by them, how are Government 
assuring themselvcs that the debts incurred by other States will not 
also be similarly repudiated' 

The Honoura.ble Sir James Grigg : As far 88 I remember, an 
Administrator was put in charge of the Bharatpur S ~ 

Pandit Laksbmi Xanta Maitra. : Havc any such loans been advanced 
in recent years to Indian States Y 

The Honourable Sir James Grigg : One or two. 

Mr. I. latyamurti : Since the Honourable Member became the 
Finance Member of the Government of India t 

The Honoura.ble Sir .Ta.mes Grigg : Yes; one. 

Mr. S. Satyamurti : Why , 

The Honourable Sir .Tames Grigg.: I want notice. 

STEPS TAKEN TO IMBPBOVE THE PLIGHT OF HANDLOOM WEAVERS. 

300. III.,.. S. latyamurti: Will Govel'nment be pleased to state: 
(a) whether they have taken any steps to improve the plight of 

the handloom  weavers ; and . 

(b) if not, why not' 

The HODourable Sir Frank Noyce: (a) The Government of India 
are making grant!! amounting to Us. 5 lakhs a year for a period of fin 
years to Local Governments. for the development of the handloom 
industry. The money is being spent by Local Governments on various 
approved schemes. Particulars will be found in Bulletins of Indian 
Industries and Labour, Nos. 52 and 56, copies of which are in the Library 
of the House. 

(b) Does not arise. 

Mr. S. Satyamurti : Are Government considering any steps, Ly 
way of friendly and gentle pressure upon the Indian mills, so that they may 
leave a certain portion of the market, free for the consumption of the 
products of hllndloom weavers 7 

The Honourable Sir Frank Noyoe : No, Sir. I understand that. 
conversations of thAt kind took rIae£' betwee)J certain ~ 
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1te1llbers of, this HO\l8& and the representatives of the mill ~  
which have proved infractuoU8. 

Mr. I. Saty&muni : Do Government realise that" in certaiu partH 
'Of the Madras Presidency to my knowledge and· in certain other parts 
of India, the' plight .of handloom weavers is very wretched, and will 
Government take lome ste,ps' to improve their lot' 

, 
The Honourable Sir Frau Noyce :, I have eJ!:plained the steps 

that the Government of India have already taken., If the HOJlourable 
Member will, put forward any, other suggestions, I should be glad to 
consider them. ., .. . .  . . 

Mr. S. Sa.tyamum : Apart from that, will Governmellt considel' the 
possibility of org&D.izing the sales of handloom products, as also finding 
a bigger market for their products , 

The Honourable lir I'raDk Noyce : That is exactly what the grant 
is being spent upon. That is exactly what the Local Governments are 
doing with it . 

•. S. Satyamurti. : Will Government consider the advisability of 
readjusting their protection policy in such a manner, as to give the 
minimum neces!l!lary protection to handloom weavers who deserve it 
even better than the rich capitalists Y 

The ~  Sir MUbammad Zafrullah Khan : Protection against 
whom' '  , 

Mr. S. Satyamurti : Against first of all the Japanese ~  which 
are ~  most in competition with the handloom products, and 
secondly against mill products of a certain count f 

The Honourable Sir I[ubammad Zafrullah Khan : So far as Japanese 
produetl; Ilre ~  the H{)hourable Member is a.ware that nego-
tiations are now going on with the Japanese Government for a fresh 
protocol and the question naturally will form part of those negotiations. 
So far as internal competition is concerned, I am not aware that there 
are any provisions under which Government can give the handloom 
weavers any protection againHt, internal competition. 

Mr. S. SatY&Dlurti : Have Government examined this question of 
giving protection against internal competition to the extent necessary , 

The BODoura.ble Sir Muhammad Z&truDah Kban: On several 
occasions, it has been brought to our notice. 

Prof. N. O. Banga : In view of the fact that the conversations which 
some of us representing the hand loom weaverts had with the representa-
tives of the mill industry have proved inJ'ructuous, will the Government 
of -India be pleaRed to use their good offices B.nd bring acro!!:;! a common 
table the representatives of these two intercstH alld try to effect some 
arrangement between these two sections in the hope that the handloom 
weavers may have to suffer less than they are doing at present 7 

The Bcmourable Sir Muhammad Zalrull&h Khan ': That really ill 
not asking for information. 
L245LAD c2 



MOTIONS FOR ADJOURN¥EN'r. 

)!UR1>R 01' MAlL 'GUABD GOLAiM SA'l'I'AR 'ON A CALOl7'l'TA SlaAJGAN.J TWN 
BETWEEN RANAOllAT AND CBUlAiDANGA. 

Mf; 'Preti_t (The Honourable Sir Abdur Rabim)l -I 'have rtceived 
.. 12 NOON notice of a motion ofadjoUl'Dllteni .from Mr. lAahiri 
" .. Chaudhury who wanta -. discuss ~ matter of 

urgent public importance, namely, the brutal murder of mail guard Golam 
Sattar working E.-47 section Calcutta 8irajganj train on the 7th night 
~  Ranaghat and Chlladanga. Is that a matter of public importance 
ror w,hieh the Government of India are rel:lponsible ? 

, Mr. D. ~ Obaudhvy (Bengal: Landholders) : Yes; ~  
Both the Railways and the Postal Departments are under the control of 
\'he Ge'\"e'tiilbent of India, and I certainly make them' Y'e8pOUible. This is 
-uOt·the only-case ofmurdel' that ·has ooou'Fl'ed.·in B_al. There have been 
a number of murde1'l:l in the mail v8.BS.lamalosely.aS800iated 'with the 
Postal Union and I can say that up till now the Government of India have 
taken no ~  to proWct these, melD. Who wO'tk at '!light in the mail vans. 
n is high lime for them 'to take' action. . 

Mr. President (Tht> Honourable Sir Abdul' Rahim) : This is clearly 
not a matter whieh is oovered by the ru.les and it ~  dis&ltowed. 

EXTENSION BY THE GoVERNMENT OF BENGAL oF tHl!! PROvtsloNS 01" CHA1'T'm$ 
II ANI) Ill. ,OPT". ~  ~~  ~  ~~ •. ~ 'l'BlIl TOWN 
OF CALCUTTA AND THE DISTIUCTS OF 24-PAlWANAS AND HoWRAll . 

. Mr. PJ.'esiIlfSnt (The ~  .Sir AbdloU' Rahim) I ~ next 
noticE! is from Mr. Mohan. Lal ,Sa.kseua ~  to moVe t.he ,adjourn-
ment of the business of the Houlle for ~  pwrpose of diS£l1,l8Sing a definite 
matter of urgent public importance, namely, extension by the Bengal Gov-
(";l'JlIlleont of tire proviaioas ·of Chap 'ten II .abdIlI O! . .' the. BeDgal 'Public 
@eeurity Act, 1932, to ~  town of Calcutta and tII.e Districts of .24:-
;Parganas and Howrah., This Act confers on the Commis8ionerofPoliee, 
t')alcntta, and the District ~  certain powers wh\ch they do D.Ot 
at preRent possess. 18 there any objection to this motion Y 

The Honourable Sir lfripeDdra Birca.r (Leader' of the House) : 
Yes, Sir. This matter was notified in the Calcutta Gazette oftthe'Srd 
Septembel' last, and I have got the Ga.zettebere with me. Then, it was 
widely discussed in the press, and I have got some of '-them nere. The 
AmNta ~  Pufrjka of the 4th September contains' a wiry long article 
rei'eM'illg to this Ga.zette notificat.ion and mentioning ita ,objects antI 
content!!. This paper reached Simla: on th& 6th September. Then. in the 
Hi1HZustan Times of Sl::ptember 4, we had a paragraph on ~  subject. 
The headline is : . 
.. Public Security, Bengal Act enforced in Calcutta .and Bubllrbl "  : 

•• A Dotifiea.tion· in today'. Gazette announCl8l that eeriain ~  1181!11i0lll of 
the Bengal Public ~ Act, 1932, will be8l1forced in ~  and lubarba and 
t,ile diatriet qt 24--;t>erganas with elfeet from PepteD\ber 3." '  .  . 

So I submit that the Honourable Membetahould ha'Vfi .glven ~  
on the very .next day. 
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..•. ~ IakIena. ~  .HivilUon,: ~  

:&ural) ~ Sia-"., ~ ~  ~ :publishecl m iije ~ ~~ 
yeItel'tky ~ The ~ Gazette Rublished ~ ~ the 3rd S ~ 
and the Hindustan Times had ~  ~  .. :" i" 

,Mr. President. (The l:f.onourable. Sir Abdul." ltahim) : Why ~ not 
notice civen.illunediately afterwards ~ ,'rhijt is the ,argument.; .. "., 

',' ' •. "Mohui Lal Saksena! In the ~ of the 4th, there 
was only a pal'agraph, but it did not: contain the full informatIOn. You 
have ruled. Sir, that on adjournment motions we must give certain definite 
particulars, and those parlicularli ,were. not available till yesterday. As a 
matter of fact, I had received a telegram also, hut that alRo did not contain 
the full particulars. 

The Honourable air lfripenlil'a lircar: The 'article ia the 
Amrtt. Ba;ear PaJrika gives the whole text of the notification with the 
dat.e and everythmg. 

, '.. N. V. Gadd (Bol!lb.y Central DiviHiou : ~  
Rural) : When was tllat receIVed here ? 

". Honourable Bir lfripetaclra liroar: 'l'hat paper was here on 
the6tb.; ~ ~ ~  readhlg it Jhree ?!,fQ\lr .days ago. 

lIr. Mohan'L&1 BalalD&: The details we got only yesterday. luid, 
immediat.ely after tha,t., I gav£: notice. 

Mr. S. Satyam'lll'ti (Madras City: Non-Muhammadan Orban): Sir, 
you have ~  IUld if I ~ say very respectfully, quite rightly, that we 
cannot move an adjournment motion, without satisfying ourselves as to 
the details 'of the Rubject-matt.er of the mot jon. My friend received a 
'telegram and ~  meahout it, but therewerr no detail!'! arid the 
communique also was not received here until yest.erday when it came out 
in the HindU8tQln1'imf;S, which is .,thl' paper ~  we all get ~~ and 
l'.ead., 1. waut yOll to look at it humanly, and not expect lIS to read all 
the newspnpers in the world, and thUl:1 rule out an adjournment motion. 
It is not as if we want to take you after 'a long time. It is only a question 
·of 'R' few' hours. 

Mr. President (The Honourable Sir Abdul' Rahim) : 1t is a matter 
of Kevt'n days, and the ~ il'l quif.fo eleRr, "',' 

The . ~  Sir Nripendra Sirca.r: The copy o.!. the 
Amt'ita Bazar Pafrika. came here on the 6th. ., , 

:Mr. ,I. Satyamurti : But that 9id not contain the ~ itself. 
Your rulblg w8S"Sir, that ~~  must not rush to the Rouse, as soon as an 
Ilrticle happens to be published in ,"orne newspaper or other. This article 
in the Prltrika bo dpubt l't'fers to the Government communiql1e, btlt it 
does not give the actual extensiollof the Act, as it is given here. We walit 
to make ol1t a case agajmt G<lvernment, and we mmlt know what the' exact 
provisions of the· notifiCation are. Moreovel', we thought that, 8."1 we hltcl 
adjournment ~  ~  eveq day, :we can move it now, as there 
C8i1 be oniy one ~ each. ttay: .  . 

Mr. Prelideu.t (The Honourable Sir ~  Rahim) : I cannot start 
a ~  ~  . . 
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1Ir. S. Satyamurti : The practi'ee is that; as SOOll as we get de1inite 
~  we GoUld come before the House. It is a very important DiattU 

and it o",ght not to be rUled out on a plea like this. After all I' &Ill 
surprised at Government obje'cting to this. .  . 

Mr. PresideDt ('1'he Honourable Sir Abdur Rahim)·: If jt were a 
quesHon of a day or two, I would not mind, but here there has been much 
more deluy. anu I must., th.erefor(', rule that it is not an. urgent matter 

~ to the accepted illte.rpretilltinn of the rule. The motion is, 
therefore. disallowed. 

SITUATION IN P 4LESTlNE. 

lIIr. PresideDt (The Honourable Sir Abdur Rahim) :  I have also 
received notice of a motion of adjournment from Maulvi Syed Murtuza 
SUllib who wisll('l'l to S ~~ a definite matter of urgent public importance, 
namely, the omission of the Government of India to bring to the notice 
of His Maj('sty's Government thf' ~ Indian feeling about t.he situation 
in PaleRtine which has r('lmlted in tlH' declaration of martial law and the 
despatch of fresh troops to Palestine. Is there any objection to this motion' 

The Honourable Sir Nripendra Sirear: Yes, Sir. The notice com-
plains of omiS6ion on the part of the Government of India. As a matter 
faet, therC' has h('en no omission. 

Mr. S. Saty&murti: That is going into the merits. 

The Honoura.ble Sir Nripendra Sircar : But he must make out some 
grounds. 

Mr. President (The Honourable Sir Abdur Rahim) : It means a 
declaration, I think. 

The Honourable Sir Nripendra Siroar : There has been no declara-
tion of martial law : on the other hand, the ~ stat6s that it is 
hoped that there will be no lleclaration of martial law. 

Mr. B. Satyamurti: That is a ~  of fact, which ~ can discuss 
when the motion comes on. 

The Honourable Sir Rripenclra Sircar : I submit that a course of 
couduct like omission is not a def1nite matter within thc rules ..... . 

lIIr. Ram Narayan BiDgh (Chota Nagpur Division: Non-Muham-
madan) : Why not' 

The Honourable Sir NripeDclra Bircar : If I may address the Chair 
without interruption from my Honourable friend : when he gets into the 
Chair, I shall answer why: at present I ignore him. If t.he question is, 
when did our failure take place, at what date, this has been gOIng on for 
weeks and montbs. If it is a question on merits, then, Sir, at all times 
we have got to keep the British Government informed, that is on the 
merits : but this attitude of negation which is continuing for months, 
why docs it become suddenly urgent and a specific matter of importance 
today 1  I submit, Sir, that. this ought ro be disallowed. 
Mr. PrelideDt (The Honourable Sir Abdur Rahim): Has .. the 

Honourable Member got to say anything on the point of order t' 



Maulvilyecl M1I1'tUIa 8&bib Babadur (South Madtu ~ ~
m.ad&D:) ': Sir, a declaration hIlS already been made : ;military 0"" 
have been sent and a whole division is toO be deSpatched to Palestin&: :"and 
if such an important matter cannot be discussed now',' the result would',be 
injurious. 

Mr. President ('fhe Honourable Sir Abdur Rahim) : Has the 
Honourable Member got to say anything in reply to the point of order 
taken by the Leader of the House Y 

Some Honourable Members : He hIlS not followed it at all I I 

Maulvi Syed. Kurtuza Sahib Bahadur: W c wish to condemn the 
failure on the part of the Government in not having communicated the 
inten.'le feeling in India against the attitude taken by the British Govern-
ment regardillg the Palestine question. 

Mr. Preaident (The Honourable Sir Abdur Rahim) : Is there any 
proof that. martial Jaw has been declared' 

Maulvi &yed lIurtu_ Sahib Ba.b.adur : It has appeared in the press. 

Mr. President (The Honourable Sir Abdur Rahim) : Government 
deny that. 

Maulvi Syed lIurtusa labibBahadur: It was declared on the 8th, 
and 1I'e got the informatioll just yesterday. 

Mr. President (The Honourable Sir Abdur Rahim) : Have you got 
an)'thing to show that martial law bas been declared , 

Mr. II. A.. Jinna.h (Bombay City: Muhammadan Urban) : As far a8 
I understand, some newspapers have said that His Maj6Bty's Government 
.have issued a communique threatening to declare martial law, and troops 
have aJready been dcspatched to Palestine. 

Mr. President (The Honourable Sift Abdur Rahim) : What has the 
Honourable Member to Ray af; regards tbe " omission 01 the Government 
of India "? Is that a definite and urgent matter within the ru1Ell1 , 

Mr. II. A. JiDnah : I am not in charge of this motion :  I only made 
a statement of fact. it has appeared in the newspapel'll. 

Mr. Prelident (The Honourable Sir Abdur Rahim) :  I want to 
know if the Honourable Member wishes to Hay anything about it. 

Mr. 8. Batyamurti: An act of omission ill defined in the Indian 
Penal Code : an omission may be an ol't'ence, as much as an act. 

Mr. President (The Honourable Sir Abdur Rahim) : There can be 
no doubt that this is a matter of publie importance : but the question 
I have been asked to consider by the Leader of the House on the point of 
order is whether the allf.ged omission of the Government of India to bring 
to the notice of His Majesty's Government the feeling regarding the 
flituation in Palestine is a definite and urp:ent matter : and the further 
point that has been raised on behalf of the Government is, there has 
been no declaration of martial law, and in fact what the communiqu.6 
of the British Govemment says is that it is to be hoped that there will be 
no hf!Cessity to deeJare martial law' in PalE:stine. As ~ the ~  
question, I am unable to hold in the facts of the case ,that It 18 a da(bij.te 
urgent matter which the Government should be called upon to answer. AI 
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~  , :,"';';',i; :)i ': j"'" ~ ~ ,'" r.' " 
nptris ~  ~  ~  there h ... beeD. no decla.ratio.. of 
tBartiaU •• ;,et :;anQ,on,theBe ,two groundlJ the mOtion fa.ils. I, therefOre, 
hold;ih&t thelnotiOIl is out. of order. " 

'I' ",'1');IE iNDIAN COMPANIES ~  

lIIr. President (The Honourable Sir Abdur Rahim) : 'I'he House 
will nOW' te.ume: dUicUS8ion on the.Bill furt.heJ: to amend the Indian. Com-
panies Act, 1913, for certain PurPoses, as 'reported by the Select Com-
mittee. ' 

Jil&bll Baijnllib Bajoria (Marwari Association : Indian Commerce) : 
Sir, last evening, when the House adjourned, I was discussing theprevioUi 
suggestion of my friend, Prof. Ranga-I am sorry I do not see him in hi$ 
seat just now-that travelling allowance should be giviit to ~  Share-
holder to attend meetings of the company. I would have gladly accepted 
thispropoll&1. of my Honourable friend, 88 it would have enabled me to 
travel throughout the length and breadth of this ,country: at oompaniel' 
cost, by buying a few shares in companies situated in Madras, Bomb8iY, 
Lahore, Karachi and Calcutta. But I may tell my Honourable friend that 
there' could not be an easier method of driving II natl into the ooftin of 
the company than if my Honourable friend's suggestions  were to be 
accepted. So I shall leave this suggestion to m,y Honourable friend alone. 
Indeed the whole tenQr of his speech yesterday was not to'speak about the 
promotion and development of industry in this country, but to apply the 
principles of Communism and Socialism in our industries. I am dead 
agairtst Communism and Socialism; terrorism or ·IIllY other " isms " being 
introduced in our industries ..... . 

Mr. S. Batyalnurti (Madras City: Non-Muhammadan Ul'ban) : And 
Marwari8ID. I 

" :li8.bu 'Baijna.th Bajoria: Weare already having ~  evilR of thete 
" isms" in OUr country as a 'whole, and I ,vould Hkf-that these (·viIs should 
be eradicated from the body politic of our countrr. 1 must apologise for 
having drifted a bit from my point. I was dealing wit.h the fact that the 
sharf-holders should take interest in the afl'airs of the company. S ~ 

holders are suffering from cerlain ~  theylil'e "not 1UIited : 
they are not concerted in their aetivities : they do not have the intealigence 
pOll8e8lled by the directors and the managing agents. "''"hen their irlterests 
clash ,vith the interests of the managing agents, ~  it becomes a very 
unequal contest. Shareholders are completely at the ml'rcy of the manag-. 
ing agents : they have to remain satisfiedwit.h whatever dividends aN; paid 
to them on their investments. 'l'he ~ llJlents, OD the other hand, 
take the lion'8 share of the pt'Ofits and give the sharehGlders only the 
erombs. With your kind permission, Sir, I win read how' the dividends 
have been dirstI'ilmt.ed in the 1a.st 12 years in onf! company. It is a.<weQ.. 
known company in Calcutta, ~  Kel'lhorRm Cotton Mills. It had 60 
lakhs of ~  sliare capital, and' 20 lathK of preference capital. The 
~  wasbi snch a had ~  that ottt of 60 ]akbs Gf the ordiJurJ.,y 

i'ital' ,45 lakhs had to be wipeel off in a reduction of capital' 8ehimII. .  ' ~ tbese,12 f.!&T8, from .1924 to 1936" ~  ordinaTY ~ have 
Qt"diVictends otobly lt8. '4;12;5OU; aJ\d the ~  Mi\te._ 
. . .1;-: I" '. • •  • .! j. .: '. '.: ' ; ~ I 
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only Rs. 14,50,000 and 8Om6' dividends are still ~ ~ ,the, pref ...... 
~ ~ total ~ ~  of ~~  

~~  ~ the.M-.nagwg ~  )lave got &.15,32,828 ~ 
these ]:e,&rS. ' Sir, uother. thing is this .. " 'l'hpugh thiS Company has bee,n 
for &enral ~  still is in sucb a, ~  the Piana.ging agentR have 
doubled their commission from 1 perc'ent. to 2 per cent. on ~ 
This is one ~ Now, I shall give the House another example and 
that relates to" the Birla Jute Manufacturing Co. Here again, Sir, 
tou Will fin"-that the ordinary share capital and ~ preference share 
capital altogether comes to about 48 lakhs. Here the dividends whieh 
have been 'distributed between tbe shareholders, preference and ordinary, 
have come to Rs.43,75,OOO, 'in spite of the fact that the Jute Mills have 
done very well during the past ten years, though they hayc not. dcine so well 
during the' last 2 or 3 years, but before that, the jute mills had done very 
well, and the managing age:qts got Rs. 29,36,000 during this ,period. My 
idea in giving th. figures to the House is to show how disproportionate 
fa' the distribution of profits between the shareholders and the managins 
agents. Sir, we have to bear all these facts in mind when we frame thi/i 
legislation, and I think it is our primary duty as legislators to protect the 
interests of the shareholders first and foremost, because, after aB, it is their 
capita1 which is at stake in. the company. ' 

My Honourable friend.!.!r. SriPrakasa, .id that there are two 
cl8S8es of' managing agents, firstly, those who promote a oompauy only 
f(,r their own benefit, and, secondly, tholile who promote a compaD:Y only 
for the benef:ltof the community and the country. I would like to point. 
Ollt., Sir, that mest of the managing agents who promote companies ~ 

both these objects in view, namely, to serve themselves and to serve the 
&)(liPty' and the country ..... 

Mr. sri Prakaaa (Allahabad and ~  Diviflions : ~ 
maclan Rural). : I don't deny that. 

Bnbu Baijn&th Bajoria: Thank 1011'. But, Sir, there is anotht\f 
claSH of managing agents who promote companies with ulterior motive1< 
to secnre personal gains and to dupe the public.· Unfortunately, there haw 
reccritly SpMl,tl'g up many mushroom companies started with fluch baS(' 
motiYes, and it is to check the formation and growth of such mnshroom 
L'OJnpaniE's that we arE' here ·to enact this piece of legisla.tion. 

Sir, I 'now come to the question of the duty of the Directors of n 
Company. It is the duty of the Directors to control and guide Iho 
managing agents in thc generaJ. manageme,nt of the company. In mattel';;' 
of general policy and broad finance, it ifl the Dircct.ors who should be 
S ~  hut unfortunately the presen't ~ Directors ,are merely PUPPllts 
in the ~ of the managing agents 8fI they owe their posit.ion as Direeton 
to the lllanagipg agents. Sir, it is"absolutely necessary that we must have 
a Hoard of Directors which shall nat be unduly under the influence of the 
managing agent'! alldwhich shall be in a position to dictate to the manag.-
ing ,agents at. 1(l8J¢ on questions of general policy and questions of 
\)Na(l fi.nance. Sir, it is not uncommon' that we see in the Articles of 
ASHMiation of Companies such rules arid l'egulllltionfll' prM'ided' so that tho 

~~ 01 ~  ~  absolutely ~ zero. We mast ~  
1I.#,a,1118t thelle" thingt:l.'1 fllhall lIluetonle' 8uggestl<!D8 about 4he tol'lUtiGIJ 
of It Board of Directors. In my opiJllkm;!@ir,"there should ~  1_ 
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three ~~  iri every public tlompany; whether ~  before 'or 
'lIter ~  commencement of this Act, and at 1e&'8t half: of the' Diteetot'l 
I!hould. be elected by the shareholders in a general meet;i.ng of the co'lllpe,.. 
In the Bill before us, only a minimum of one-third iii provided, bu.t I want. 
it til be rallied to half. , 

Then; Sir, it is said that we have provided, only th,e miniDlwn of 
one-third. The shareholder may elect two-thirds, if there are no special 
Direc;tors appointed on the Board. I say that if special Directors have to 
be elected as at present from among the debenture holders or nominee.s 
of local bodies, there is ,nothing to preveDJt the Directorate being expanded 
frum 3 to 5 or so. 

Again,Sir, it it! not quite clear to me as drafted in the Bill whether 
1.he managing agentsl apart from their power to nominate one-third of the 
1>ire<:tors on the Board, will also have a right to ~ in the elections 
fol' othe balance of two-thirds of the Directors in the general meeting of 
a company. I should like this position to be made clear. 

'1'hen, Sir, I come to the system of the election of Directors in general 
met>tings. Much has been said in this House on this matter. I support 
wholeheartedly the proposal thM the system of election of Directors in 
[rlmeral meeti,ngs must be by the method of proportional representation 
by means of the single transferable vote. It has been said by my Honour-
able friend, Mr. Sen,· that this system will not work. With due respect to 
him, I beg to differ from him. I don't see why this system. should not 
work. Some of my friends have asked me what this system is, and I 
-shall explain it briefly. At present by the system of direct election to 
:.he Directorate, if fifty-one per cent. shareholders combine, the.n they 
can prevent the remaining 49 per cent. from sending any representative 
on the Board of Directors. I think this is most inequitable and unjust 
to those large minorities of shareholders. Under the system of prepor-
Honal representation if five DireC""..ors have to be elected. in a Board, 
t.hen any Director who cOJpmands the confidence of 20 per cent. of t.ne 
Bhareholders will get a chance of being elected to the Directorate. So 
under this system of election the majority of ·the shareholders will be 

S/l't-isfied. 

1'hen. it. was stated, Sir, that this system is a very complicated one. 
No doubt, it is much more complicated than the direct system of election. 
but that is no reason why this ~  should not be adopted. Sir, I 
suggest that in order to ensure the success of this system of proportional 
representation,  there should be election of Directors every three years, 
and so fllr as the provisions of rotwtion of Directors relating to the 
Directors appointed in a general meeting are concerned, they should be 
deleted, otherwise the number of Directors to be elected each time will 
be so small that this system will surely fail. Therefore, I suggest that 
the Directors at general meetings should be elected every three years on 
the basis of proportio.n.al representation. This will ensure continuity of 

~  which has been one of the main features of this rotation system. 

Then. it waa said that it might be that all the Dirootors would have 
to go. I think such a contingency would not arise except on very rare 
OC!ulUliou, and that too when the .eompany is so badly managed that' &:11 

~  deserve,to be sent out. . 
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Then, Sir, my friend, Mr. Sami Ve,nkatachelam Chetty, wd yeReida1 
dIRt there shOUld' be provincial repreaentation on the Board of Directorl. 
All I haTe said before, I do not want provincialism, communalism or. any 
other 'ism ..... '; .' 

Dr. Ziauddin Ahmad (United Provinces Southern Divisions: 
MuhAmmadan' Rural) : Not even rheumatism I 

Babu Baijnath Bajoda : :a'heumatism wiUpllralyse industry and the 
C'ompauy. 

Ilr. Sri Prakaaa. : Capitalism! 

Babu Ba,ijnath Bajoria: Without capital, there canllot bc allY 
indllstry. 

An Honourable Member: We do not want the capitalist; we want 
t be eapital. 

Ba.bu Ba.ijn&th Bajoria : Then I come to another thing. This is 
al'Oll't specula.tion by directors in shares of the company of which they 
are directors. It is common knowledge that several unscrupulous 
(Ijrectors take advantage of their position as directors and deal in shares 
to their benefit at the expense of others. Being on the board of directors 
1hey have got special knowledge of ~  affairs of the company, especially 
whell the tjme for declaration of dividends come. You all know that the 
declaration of dividend is decided by the board of directors and is not 
lOlttIe public at that time. T,he public k;now about the rate of dividend 
wben the general meeting is held a few weeks after. During this 
intcrval much mischief is being done by the directors. I regret no 
provision has been made in this Bill to check this evil. I have given 
lll)ticc of an amendment, if not to check, at least to act as a deterrent on 
this practice and I will speak at length on this when my amendment 
COUles to be discussed before this House . . 
I now come to the clauses which deal with managing agents. In 

section 87-A it has been provided that compensation will be paid to the 
managing agents if their contract is terminated before it is due. In spite 
of the assurance of my Honourable friend, the Leader of the House, that 
under this clause the ~ agents cannot expect to get anything, 
I am sure that if my Honourable friend, the Leader of the House, is 
briefed on behalf of the managing agents to secure compensation for 
thcm under this clause, he will argue most eloquently and succeed also in 
getting compensation. With this Damocles's sword hanging over their 
head, J am sure that very few companies will run the risk of terminat· 
jng the contract of managing agents. The whole idea of this Bill is that 
the contract of the managing agents should be termin.ated after 20 yeal'8 
and then H shall be optional with the shareholders to renew the contract 
or 110t. I think this compensatio,n clause should be deleted. Provision 
ha!l hf!en added in sub-section (e) of section 87·B and sub·section (1) 
of section 87..c. that the first appointme.nt of the managing agents and 
the remuneration of the first managi,ng agents shall be excluded from the 
purview of these sections if the terms of appointment and the terms of 
their remuneration are mentioned in the prospectus. We all know that 
these terms both of appoiniment and of remuneration are as a general 
rule let out j,n the prospectus and are· also published, but I uk uq 
Honourable friend, the Leader of the House, to take into considerati,on 
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tb8iJeltti MatG,!how ~ ~  alIueb.oJau.· ~ 
tbnl(' . PlIIIIIPeciUIMJ • I, ,will I&y ·a. nflgligible fraction,. I,. tbiDk,· theae 
provisos will nullify the object of these sections and 80 they ~  

~~  ., 
'fhere is one other thing whieh 'l want to say. That is about ~  

Dl!WiI,ulation of voting ~~ by the mao&giJlg agents by the creatIon 
of dDterent classes of shares, such as, deferred shares, founder shares, 
maDllgement shares, and the like. By these methods they res'erve to 
themelves, either directly or through their nominees, the absolute voting 
power and contzol of the company &Wi render the voting rights of the 
ordinary shareholders a practically nil. As I have got an ~  
on this point also, I won't dilate on that at length now. A glarIng 
itistance has come into notice in Calcutta in the case of a big jute mill. 
I think something must be done to see that the shareholders, and 
I16pecially the ordinary shareholders, get votiJlg' rights in the company 
proportionate fu the capital invested . by them. 

] now come to the auditors. My Honourable friend, Mr. Sen, may 
l)e batisfl.ed that the auditors are discharging their duties niost efficiently 
and that there is nothing to be said against othem ,and no provision is 
l'equired. But I for one am nofsatisfled. I bow that it is to the 
8uditors that we as shareholders look for a detailed examination and 
!iHrutiny of othe accounts of the eompany.You cannot ('xpect the directors 
t.o 110 into the minor details of the accounts and it is to, the auditors that 
wc look for this purpose. The auditors are the watch dogs .of the company, 
anI] if for some reason or other they fail ~ discharge their duties ~  

nn anlou,nt of It>.gislation I say in other respects will improve the affaIrs of 
the company. I regret that under tbe present practice thc auditors feel 
thut they have. amply disclli!lrged their, du1tes, if thery simply tally the 
hook"! of account with the vouchers. They do not ~  I do not think 
they have got the power to question, the propriet.y of the expenditure: If 
~  ,'ollcher says, Rs. 50,000 has been paid to so and so, they have to take 
it that it has been paid for good re,ason and they cannot question even U 
tIle paymp.nt may be a bogus one. 

The Honourable Bir Nripendra. Sirear (lJaw Memher) : 11 will h('lp 
~  to answer this part oflny Honourable friend's ('.aBe if h., will kindly 

~  InC if he knows of any case or cases where the auditor has falsely 
audIted. I do not want gent'ral charges. If he can give me a' couple of 
-illNtllnces T sball be obliged. 

Babu Baijnath Bajorla. : J think in ~ ~  National Balik case 
the IllldimrwWl found ·to be guilty of professional misconduct and it was 
8 hig ~ of European auditors, and, the auditor was sentenced to a long 
terilt of Imprisonment. by the Court. 

, ~ Jlonoura.ble Bir Nripendra. Bircar: Let me inform my Honour-
. able frIend ~  I a,ppeared for the prosecution in that case and got that 
.sen1ence of imprisonment, but there ,was .nothing W,rong with the audit. 

'BabuB .... j.th B&jori&: Was he nbt convicted' and selJtenced to a 
It.)tg' f.em (jf hnprisonment" 

, ,The ltouom,a,bt. 'air l(rjpeu&tra 8ircar : Yes, but. there was nothing 
'Wro7:1U wiijl hi.!!:8udit. 
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~  Sri Prakasa : Was he sent to prison simply beoall8&; my 
Honolllilblefneftd' was the prosecutor' (J.Jaughter,) 

'1'l18 ~  Sir '.tlriPendra Strew: One of the reasons. 
(Litughter.} 

Babu BaijDath Bajori&: The auditors' a.il present perform onll 
formal scl'ntiny. 'l'be subatanee 'may be W70ng. but it the form. is correct 
the auditors feel that they have dODe their du.ty. Now I will ask :.his 
qllt'fjtion. There ave' been 90 many .companies whieh the auditors have 
atudited, and. may luI!: how many formal complaints have been m&cUl by 
tile' Eluditors against the compa_ies' When the company comes to griel, 
thl'n' and then only' do ,the shareholders fiad out that things have been 
aomg wrong. Prevention is'better than cure, and at that stage the com-
pany 'ia already doemed, nothing Can be done, and the shareholders' 
1lI01ltW is alN8dy lost. If the ..ooitorshad done their work properly and 
iDformed the, shareholders, ,then somethiug might have beendD...to 
JU'OtE'ct anQ sa.ve the company. Whether the auditors are doing thei&" 
work properly or, not is another question, but I submit there 1Ihould. be a 
tiMe'" ,on the work of the auditors. What check ia provided here' 
~ S  IameD'tru"u;ed with a oertain job aad. if I do ,not perform 
that joe'properly there must ,be lome oheck over me. Otherw.i8e, if there 
is]110 check over Dl'8, how cat.l you expect that I shall perfonn m,y dutiea 
efficiently' If 1 have no fear, then I will do it &8 I like. , 

~  BonQ1U'able Iir NrlPf1ldraSircar :, WIlo will oheck ~  checker i 

All Bcmourable .mber : Another checker will check ! 

Mr. N. M. Joshi (Nominated Non-Official) ; The Government! 

Babu Baijnatb Bajoria. : Tile main ~  why the, Auditors are 
afraid of doing their duty properly is that ·they owe their appo-intmeD<; to 
the favour of the managing agents. I know that teohnicaUy the auditors 
~  appointed with the sanctio,n of the general meeting o,t the company 
but 'that. is merely a technical thing. It is the managing agents to aU 
intent.s and purposes who, appoint the auditors and it is they, if t.b.ey 
like" who can remove them. 

Mr .•. S. Aay (Berar Hepl'elielltative) ; May I ask the Honourable 
,)lemher whether he can even now give any instance where auditors have 
failed to do their duty, , 

Ba.bu Baijnath Bajoria. : I have already given. 

Mr. Itl. S. by: The Law Member has given some explanatioll. 
BabuBaijnath Ba.joria: No explanll.tion has beell given. 

Blr. ,S. Batyamurti : Read Lokanathan 's book. 

!'he Honourable Sir Nripntdra Siroar : Auditors have brought out 
defects in' the working of companies hundreds of times. Under the 
present law, ,the companies need not publish them. We now make it 
OOIIlpulsory for these reports to be published' and lIlY friend can take it 
from me that the auditors have brought out defects hundreds of times. 

. Babu ~  Bajoria : I.n this Bill, I am ~  tbat loans to manag-
mg a,ents, directors and au'dltors have been WIJl<'d out. , 'l'his will go a 
long way to ched.k'the evils of the present practice. 'I am also glad that a 
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profit and 1018 account has been made co.mpulsory .. It has ~ JUdeoom-
Jlulsl}ry: that the profit a,nd loss account will be shown along with the 
balance sheet of the company, though in many caeeS 'the 'preAt and 1088 
acconnts are shown even now. I am also .glad. that it has been provided 
til/It.. the account of the subsidiary company will be eil'culated to the share-
holders of the holding company. ·'l'helJe its one other point and that is 
about the valuation of the stocks and investmeRts in balance sheets. .At 
the present moment these valuations are made according ·to the whims and 
mercy of the managing agents and they v.a.lueit at cost or at market value 
or uUder 00IIt or· under market value or· whatever they like. There must 
be some system. in it. J.t must be either cost or market value, preferably 
wbiehever is less and they must not value their stocks and investments at 
anything except at cost or ~  value. Sir, my main object in pointing 
out Ilome of the defects which exist in the present Bill is only with the 
intention that thq may be remedied. I want. that the industries of our 
country ·should prosper and that companies 'may prosper, but 8:t the same 
timtl! we wanlli that there should be restrictions and control over managiug 
hgentR, directors and auditors, so that they may ;not abWle their position. 
I am wholeheartedly in support of thiB Billa.nd we are very much graw.l'ul 
to the Honounble the Law Member . for the trouble ~  he has taken 
in framing this Bill and I think he has done a real service to the cauniry 
ill promoting this measure. There is one thing which I have forgotten. 
The Honourable the Law )Iember said th;e other day that rich Marwarw 
luwe 8 habit of dying at co,nvenient times. I think that is only a humorous 
remark. I know that the Honourable ~  Law Member has got plenty of 
humour and I won't mind it if this remark was not intended to cast &11y 
aspersion..... . 

The ~  Bripendra SirOIl' : I can assure toy Honourable 
friend that no aspersion W88 meant. . 

Babu Baijnath Ba.joria: I am glad. I would not say anything on 
that. The Ho,nourable the IJRw Member will bear with me that I did not 
object to the provision Of clause R2 made in the Select Committee. It was 
my sense of business integrity and honesty that induced me to accept that 
provision even though it encroached upon our Mitakshara Law. There 
are one or two sections in this Act which affect us, the Hindus. I am 
sorry that I could not make the Select Committee agree with my views. 
That is first about section 4 in clause 3. This section provides that if 
there are more tha.n 10 persons who want to do banking business or if 
there are more than 20 persons who want to do any other business, they 
mnst form ·t·hemselves into a private company and if this provision is not 
(:olllplied with, the offence is made penal and the parties will be fined 
RII. 1,000 and they will also be subject to a civil liability. The Hon.our-
lIble the IJaw Member knows very well that there are innumerable Hindu 
firms-partnership firms, joint family ~  firms-which have got 
more than: 20 members. It is a. common practice amongst us Indians for 
fOllr or five families to join together and do business. Under the present 
flhlllSl', we shall be prohibited from doing business until we have formed 
1I joi.nt stock company. We know that to form a priv.ate company means 
that we shall have to keep our accounts in English. We shall have .:-.0 

~ an ~  and' shall have to. abide by' .somany rules .nd 
l'eguJatJons under the Compauy's .Act that It is imposaible for an illiterate 
.' ,'., 
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ldan, the ol'dinary businessman, who does not know English to comply 
with all tbeserequisiaons. It sball. be an undue and unneeesaary hardship 
on us and. I request my Honourable friend the Leader of ~ House to. 
save us from this hardship. I have given amendments to this dect. I 
shall deal with them later on. Then, again, about the transfer of ~ 
Ecme difficulties have also been experieocoed by us. We do not take lette1'8 
of ltdministration on the death of a member of a family. Why I:Ihould, 
for the purpose of transference of shares, we be foisted with the onus of 
tnking letters of administration T The production of a succession certifi-
catc ought 'to be enough. With these few words, I wholeheartedly su.pport 
the Bill and shall be glad to see it placed on the Statute-book. 

Sir Leslie Hudaon (Bombay : European) : Sir, I do not propoliC 
to detain the House over a lengthy survey of the .Bill as it has emerged 
from the Select Committee. I heartily agree that it is a very mueh 
hetter Billthauthe· one that was originally placed 'before the, .llouse but 
there are some clauses on which we are still not in agreement and which 
we should like to see altered. My Honourable friends, Mr. AYYaDgar, Dr. 
Ziauddin, and, I think, Prof. Ranga, propounded some . rather startling 
theories of commercial economics which really are so Utopian in their 
conception that I cannot see how they can be practicable in the present 
order of things. Nor do I think that the revolution which was mentioueU 
by n.y lJoncurable friend, PanditGovind Ballabh Pant, is likely to ~ 

that about. For my part, I prefer evolution to revolution. (Hear, hear.) 
Revolution implies, especially just now, a particularly sanguinary state 
of affairs and 'Would bring in its train the wholesale destruction l)t· 

~ S and practices which ha.ve been built up by years (If 
experience i but, if I may, I should like to pay a tribute to my Honour-
able friend, Pandit Govind Ballabh Pant, on the constructive speeoh 
in which he criticized the measure before us. None of us want to per-
petuate the instances which have been quoted in this Bouse where 
managing agents have manipulated contrlicts for raw materials and other 
supplies for their own benefit, .to the .detriment of the company fo1' 
which they have had the management, but the restricted clauses which it 
i/O sought to include in the Bill to deal with such contracts are of such a 
nature that they will defeat a part a.t any rate of their object. It may 
and often does happen that managing agents are the best RJld the most 
economical channel through which such contracts and such purchases can' 
be made. As my HonoUl'able friend, Mr. Susil Sen, mentioned in his 
speech--on which I should like to congratulate him as being a very fair 
and unbiassed statement-the. Bill L'I intended to restrict, but not to 
strangula.te. As an example of the danger of undue restriction, I would, 
however, draw the attention of the Bouee to the ~  of clause 87 A (2), 
to which many amendments have been tabled, to limit drastically the 
fE-nUN! of managing agents' contracts. I am aware that the Honourable 
the IJaw Menlber has said that he will be dealing fully  with the Who!£' 
question of managing agents and I do not w.ant to infrin,:re npon his line 
of action. From our point of view we shall deal with that wbf'n WI' eorn£' 
to thE' Rtage of the relevant amendments. T would only ~  a not(> of 
. warning Itll to What would be likely to happen jf the t,ennre of exiRtinJ! 
mllllJlginlt ~  were terminated in two or five or t.en yea.TS. 8M somp 
Honourable l\fembp.1'8 would Iikt> t.<i· ~ effected. ~ which hav{' 
for yeal's past been· nursed· and financed by their managing agent.s would 
find that ~ wnuld. for t.tipjl" own protPetion. ha.ve ro 
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~  ,the obviolUl re6lult that ~  ~  flpd 
~ ~ ,n!8ources 80 restricted as to leave themf_d with. ~  And, 
~  not a cry of II Wolf ~  is the bare and UJlple&ll&Dt fact. 
In :addition to the 10fSes 'which would occur tv thoWl&nds of 8harebolde1'8 
,Who 'have for years past relied 0J;l; the. ~  ,strengthauQ ~  
of their 'managing agents,· it woqld. ,also re$ult in. a ~  serious restrio-
~  of trade in every ~  ' 

Another i.nstance is the inclusion .of regulation 107 of Table A as a 
compulsory part of every company's articles. . This regulation, 88 the 
House well knows, illustrates what items should be included in a com-
'pany's profit and loss !lccount. We consider that it is not possible to lay 
'down a hard and fast rule and to standardize the form 01 profit and loss 
a.ceount applicable to each of the many classes of company which eXist 
in this country.' Similar conditions cannot exist for every class of com-
pany and the inclusion of this regulation is going to prove an unneee.'1-
sary hardthip. We are not in any way desil'ousof precluding the dill-
closure of the .company's positiontotbe shareholders, should they'bt a 
resolution express their deSire in 'that direction,· but a compulsory dis-
el08ure, 'We maintain, may be most 'detrimental to the interests of the 
e1).areholders themselves, in that informatian of importance to their com-
petitors may tbereby be made public. 

o '. " • 

Other danger pointsw the amendments which have been sent in are 
_ot diflicult to find. I would specially pomtto the words II directly or 
indirecUy " which find a place in several important amendments. It has 
not been euy in the Select Committee to find definitions for several tMJnh 
'WIed in the Bill. But, I am at a loss entirely to see ,how those words 
•• directly or indirectly " &f!8 gPU1g to: , be interpreted. 

There are other points, Sir, which we wish to raiSe when we come to 
the discussion of the clauses of the Bill. We have had some diftlculty 
in ~  ?ur!:IClves in agreement 'With certa!n of the clauses· in the bankipg 
sectIOn whIch we hope we may be able to Improve by amendments whIch 
we shall mOVe. Amongst the amendments which we shall be moving ,nrc 
some which are quest.ions of principle with us, and there are others which, 
lwhile possibly of less importance, will, we think, improve the Bill by 
'removing doubts in the language employed or which will prevent positions 
of impracticability arising .. When one sits down after the conclusion of 
a Select Commit.tee on nn important matter such as this Bill is, points are 
bound t.o occur where decisions reaehed, in the Select Committee are 
tfollnd to have contingent rellults which. 'Were not observed at the time. 
,This will very likely be the cue 'after the Bill has been passed into ·law 
and I hope the Honourable the Law Member will assure us, in his reply 
to this debate, that if errors and omissions are found in the practical 
working of the Bill, Government will give the House the earliest possible 
of)portnnity of eorrect.ing them. 

There is just ODe point in the speech of my Honourable friend, Mr. 
Sri Prakasa, which I should like to refer to. He alhlded to the first joint 
stock oompany of India and its ilrst managing agent, Mr. Robert Olive. 
I· think another of his colleagues would be only too willing· to produce an 
Indian version of that oelebrated film U Clive ()f India " if he would get 
)the .1I8.istance of Mr. Sri Prakasa in the leading role aDd ~  enjoy 
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the scene where our friend would be issuing his edicts in one-clause Bills. 
(Laughter.; Sir, it should I think be a plea/iure for all of us to debate 
a meas1U'e like this on which we are not likeJy to be divided on orpinary 
party ~ ; and so far as my Group is concerned, I can atlsure the House 
UJ,4t our whole endeavour will be to produce a Bill which will give a fair 
deal to tlle lihareholden, to the directors and to the mana.ging agents, and 
~  j believe, is the intention of both ,sides of the House. 

In conclusion, Sir, I would' like to ptly a tribute to the work that has 
been done in connection with this Bill by my Honourable friend, Mr. 
SusH Sen, and the Honourable the Law Member. (Loud Applause.) Mr. 
Sen's report is an eminently able document and his frank cODftll8ioo 
~  on one point that on examination of further evidence he had 
changed his view is,' an illU8tt'ation of' his desire to be fair to all the 
inrerestBconcerned. (Hear, hear.)' My Honourable friend, the 
Honourable the Law Member, outstanding lawyer as he is, was of the 
greatest aBSistanee to us all in the Select' Committee : and' if, with the 
help of this House, we are able to place on the Statute-book a me88ure 
,vhich uontains a ~  reform of the company law Qf the present 
day. which wilT profit the shueholder' without restricting trade or 
hampering indlUltrial development, his ,name will be remembered with 
gratitude by all sections of t.he community. '(Loud Applause.) 

Dr .•. D. Dalal (Nominated ~  : Mr. President, in BUp-
porting the motion moved by the Honourable the Law 

1 1'.l4. Member to take into consideration the Bill further to 
amend the Indian Companies Aet of 1918, -as reported by the Select Com-
mittee, I desire to refer to some of the general' considerations and salient 
feat.ures of the Bill. ' 

In the first pLice, I heartily congratulate the Honourable the Law 
Memher on bringing forward this Bill. I think the general reform of 
Company la'WI has been long overdue. I am sure that this is a Bill 
which the HoUtie will welcome &8 a practical and substantial contribution 
to commercial law ;. and I hope that the House will agree that we owe Il 
real debt of gratitude to the Honourable the Law Melnher, who has beeh 
indefatigable over this Bill in order to bring company legislation in 
India up-to-date snd to minimise the risk of frauds, malpractices, and 
abuses in company management. ';l'he HonourablE" the ~  Member has 
carefully weighed the advantages and disadvantages of action and hftIJ 
sought to find the bappy mean. In every case where there is a re-
cognised evil against which the publ.c ought to be protected, such pro-
teeti()D. has been afforded in the Bill ; and in preparing this Bill t.he 
H<¢ourable the Law Member has constantly kept in view one great ~ 
sidention and it is that while the abuses must be stopped, not.hing should 
be done to atop legitimate and good busine1!8 from finding full pI'ay 80 
1hat the ~  ~  comm61"Cle may be brought to the country. ' 

Sir, this Bill will eet np a ,atandard of honeety and a standard ~  
oonduet, which win enable the investing public to judge fairly easily 
whether a oOmpany may be regarded as a respectable company or not. 
EncouRgeDlent of the inv8ltment habit is a most desirable thing in India. 
because it will tend to diacourage the ~ 6t wealth in inert forms. 
If we are to have mcmey for industries in India, it is e8lential that there 
nl:I0111d be in the mind of any intending investor the sense of Recurity in 
the investment. .  , 

L245LAD J) 
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8ir, 'this, Dill' COlltains a large number of,' provisions from the 
English <':om.panies Aot of 1929, and also fUi'ther :provisionscHNCted 
particl1la:1"1y' at 'die managing agency &y1Jtem. 'fhe';' maui@'.ing ".nty . 
.system' ~  rendered great servioes to industry and ()()IDJbetoe in bdiao' i ' 
b'Ilt to prevent ~ certain saf.eguards have been found to be absolutely 
necessary, and prov-isioos have bee»iDsertJed in the Bill accordingly:' 
Honest and conscientious managing agents have nothing to, ~ from 
this Hill. On the contrary, they' are likely to benefit, because, the!Se safe· 
guards will inspiMl,confidence amongst the investing public Hnd will aJiJo, 
eliminate competition. :of .a most undesirabl;e ~  This am ~  
ample protection to the oid and existiD,g agencies, a.nd it places IItrict 
l'estrictWm.on unsound llou,.tion ~ new ~  This Bill ~ ~  
aRlplepowers t() the Board of Directol's to exercise proper lIuper"Uiioll 
over ,t.he managing 8gttnta. It also gives the sh4reholders gr&ater con-
trol, and it also pl'ovidAie for proper m.closures in the ~  and 
balanoe-sheets. 

Now, Sir; I' sharf jUst say one word as regards the ~  of 
managing agents. A commission on production is generally admitted to 
be-most unsound. A mill or a factory or a mine may turn out products 
at, above or bel()w the market price, but the managing agent will keep. 
working in order. that his reD;J.uneratioD may. be maintained ~ ~  . 
.A eouuniseiOll on sales is equally open toobjectiQ,D.The saleS may bE> 
('fleeted at a prefit or at 8.101W yet the remuneration of the man&gi.ng agent 
~ seuure. But the most satisfactory method .of remuDerat.Wg m,anaging 
agents was l1rst introduced by that great Parsi industrialist, the ,late-
Mr. Jamsedji Nasarwanji Tata. That method is .a fixed percentage OD 
lIct annual profits, 8.t the same time providing for a minimum amount of 
remuneration in ease the figure of remuneration on Det profits is lower 
than the minimum fixed. Mauynrst clssS eompanies have already 
r,flopted this method of remuneration; and under this Aet this methad of 
remuneration becomes compul80ry. In the existing companies where this 
method of remuneration obtains, attempts are sometimes ~  secmrei 
larger remuneration by arttully defining the phrase ' net profits '  ; and 
under that definition legitimate . charges against profits, such as deprecia-
tion, are excluded ~  lJubsidies and bounties are included. But under 
this Act the term 'net profits' is legally del1ned. So, in future the 
amount of remuneration of the managing agents will be calculated on that 
basis. 

, Sir, to my ,mind, an arresting ~  of ih.e Bill is the proViJrion it 
makes for regulating the working of w:bat are 15no"n a8 parent ~ ~ 
and subsidiary companies. ~ ~  of' company orgiwi's8.tion is com-
Jlaratively reoent. ,A )I!rl'ge ~ ~ ~  a ~ ~  of, smaIJer com-
panies, BI!d pQ.rchases 50 per cent. or iJ)pr.e ()f ~  ~  '. ~  largt" 
company IS called parent company and the smaller companIes' are known 
MI subsi4iary companies. The FlIIgUsb Aot of 1929 :prdvideslegifliaJio!l 
for this branch of company t'tl'ganiutioa·, andl ift ~ ~  of! ~  

obtained in ~  Briupn' since the' ~ of the Acto! 1929, tihia BilJ 
~  a st('p fui-the1' and provicI..s t.hat BlollJ!l' -witif ~  of ~ 

pft'rent ~  ~ I'ut andited baI8llloe ........ lHld profit, lIll<lloss aocou.nbr 
of th!l Rllbsidiaries alsG Rh01'ftd tie 'Pll'bmhed alid- ~ ~  tllr 
Bhareholders' of' fl'I>e ~  'miis enablet thf ahareholdeJ's to. 

~  the financial posit-iGn of the companieR in which tkeil' ~  



invested. 'l'his subsidiary system is open to grave ahuses, aud provisiOns 
ave b6ell inserted in· the Bill to': prevent or cheek .ablUies. 

:, Sir,' a  . TeInadable ,. pro"isibn ~  by the Select Commit'betf' 
allows a ~  Accountant to style himself as Chartered Aooountantj' 
India. This piece of legilllau'Onj' if enacted, would legalise a virtual fraud 
on the, ~  i and it would be tantamount to an expropriation of the 
tights of legitim'ate professional' cha:rtered accountants, Who have had to 
obtain a high degree of qualification at considerable eXpcftBe after fu'e 
yean' study in oNer, te ea.rn tat ~~ 

Now, Sir, I shall touch upon a very important point and tha:t,<{is ill 
respect of the multiplicity of direcWrlihipsheld by one man. I think it 
would be utraordinarily unwise to la74oWD.: ttbat a man ahould only bel 
a director of a fixed number of companit*. In no walk: 4lf life are men of 
gTE'at ability too common today, and I think it would be a most· 
unfortunate thing at a time when we want 'industry to develop, at a. time' 
'W'hen we want to get industries rationa.lised, at a time when we want 
driving power and experience of able men in . such developments. 1 tbinll 
we could not do a more futile thing than to .le,. down that 'a man can, oDly 
be ~ "dircctor of a fixed number of companies. I am, .trougLy of the 
opinion that we should oot do any thing to ~  .the elasticity with which 
busineMes ,ought ,to function. 

I think'the Bill, which is now before this House, is a step in the :tight 
direction and 'is a real advance in companylilw administration. It is a 
~ attempt to keep the business of the country clean Imd good, and to 
mKintaiD. our credit, whieh is a matter of prime importan!)e to trade and 
commerce· of the country. (Hear, hear.) This Bill ia regarded 8S ~ 
Bill of more or IeIl8 uchnic&l character. That is true, yet this ill a Bill 
whieh affects the industrial and commercial life of the country. It must 
be realised that much business of the oountry is done through public cC'm-
parries, and the amount of lJlODey w.bien is: iJlvested in .public companie$ 
and put into business is colossal. The ~  of new ~ 
regi.sw«i every year is fast increasing. The, commercial ~S of the 
001Hltr,.. depeuus upon the ~ in whicb thellt' companies are conductetl: 
If, iRtrue that many ,companies five honestly aDll cODscit>ntiousJy managed, 
but 11,'llforf,una.tely the exceptions tQtbe rule are larger fha.n we ~  

like to see-hence the urgent and imperativenece8$ity for this Bill ; imrl 
I am coufident that this Act, if placed upon the Statute-book, will promote 
the commercial prosperity and integrity of the country. (Applau!'!e.) 

The Assembly then adj,5>ui'Jled for· Lunch till Halt Past Tw() of the 
ClOOk . 

. 'iifhe ~  ~  after Lunch atH8.lf·Palit Two 0' Hl'e 
~ Mr. De.puty, President ~ .Akhil Cb,andra, Datta) in the Ohlin-;: 

., It •. .toshi:. Sir, I 'tn'OpOIle'" to ~  ~ attention of the 
~  ~ ~  Jiv.erY ~ ftme .. ~ ~  I would like toentel' 

a proteAt agftJnllttbe' ~ 'of (lovemmewt to belp' thl! Members of the 
Assembly jn FltudYiiig tlli'B oompliMted riteallurf!: Sir, ;after my Itrrival 
af Simia, T ~ ~  ::If'yonTtnhW'themnnherof ~  
that w.ere hanued 6Ter to' WI. yoli ~  fihd 1Io'W 'diftloult it w •• 
for Members' em' tOriadtfteD\'" all 'mue'h 16/8 to ati.tdy them ~ 
~~  ' .• 
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[Mr. N. M.Joahi.] 
1 would suggest to the Government of India that. 88 they generall)l 
supply members of the Select Committee with an analysis and summary 
of the 'opinions received on the Bills, they should not deny the saJlle: 
privilege to the Members of the Assembly who do not have the 
advantage of being members of the Select Committee. I am not quite 
sure "bether the members of the Select Committee on this Bill were 
lupplied with an analysis and summary of the opinions. 

The Honourable Sir Ifrlpendra 8ircar: No, they got no Immnlary. 

Mr. If ... loIhi: But I know that it is generally the practice of 
the Government of India to supply an analysis of the opinions received 
on the Bills te the members of. the. ·Select Committee .. If they were .not 
supplied to the members of the Select Committee, I suggest to the 
Qo1"ernment of India to follow the usual practice on lill oeaasions. It 
is difficult to read all the opinions and to analyse into various Ileeti()Jllf 
en which the opinions are expressed. I would also 8uggest to the 
Government of India in a Bill of this kind to help the Members in 
8tudying the elauses by printing the original Bill and the original 
elau8es along _ith the amendments proposed to the clauses. If a Bill 
is a small one, we do not expect the Government of India to help us 
in studying that measure, but, in the case of & o.oDiplicated measure 
of this kind, Members will be very grateful to the Government of' 
India if they would help them in some way in .studying the variolls 
elauses of the Bill . 

. Sir, as regards the Bill itself. I mWlt· admit that the present Bill, 
&s it was introduced in the Legislature, was an improvement upon 
the original Companies Act. If we study the report of thE" Sf'lect Com-
mittee and the amendment,s made by the Select Committee, I cannot 
tar that most. of the amendments made by tllll Seleet Committee 
are an improvement on the Bill from the point of view of either 
the investors or the public. On this occasion, Sir, I do not 
propose to deal with the .various clauses of the Bill. I shall deal with 
eertain general principles and the foundations upon which the com-
mercial and industrial organisation of this country is based. While 
doinl!' so I shall try my very best to avoid incurring the dillpleasure of 
my Honourable friend, Mr. Bajoria, Qr my. Honourable friend, 
Sir Leslie Hudson, by not ent.ering· 'into problems like communism 
or revolution Or even utopia. I shan try to deal withp1'ftctical 
pTOposals. I hope my Honourable friends will also find them 
practical as I find them. In the fi1'8t place. 8 company is brought 
into existence when an individual or a few individuals find it difficult 
to raise the capital necessary for carrying OJ) a certain business (lr an 
industry. A company is an organisation intended fOT that purpo$C. 
It is a co-operative effort, and as It involves t.he principle of co-operation, 
I consider that it is a sound effort. Unfortunately the method which 
has been used in bringing about co-operation between various 
Individuals in order to secure the capit&l and' form an Qrganisation is 
a Wrong one. The main feature of the companies which are establi"hed 
under the present company law not: only in. India but in various 
eOllntries is that only those people who invest money in a business or 
in an industry control that business and tQt ind,ultry ... Sir, it does 
1lOt . require auy long al'gmnent to convince. &IIY one that for ~  

~  . 
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8uceess of a trade, business or industry it is not . enough. that the 
~  ahouldpool togeth,er their financial resources and raijie ~ 

certain amount of capital. ,For the ,success of .8 business, besides. 
capital, you require people who will utilise .. the services of that business 
01' ·of that .industry, ~  my: Honourable' friend, Professor. 
Ranga, calledcQnsumers.. Then, Sir, . for the' success of a business or 
8!0 industry you ~  a large ~  of employees .who have no 
hand in the management of that business or that il;J.dustry. Besides 
those people who require the services of that business or' industry and 
the employees of that industry, the general Pllbac is . '9'ery gluch 
interested in any trade and industry which is carried ou a' large 
scnle iuan.,. country. When a bUsiness or industry' or a compauy 
is registered under the present company law,' calle is generally 
taken to protect the interest!! of those people who invest their money in 
that business or in that industry. Hardly ·anything is done to protect 
the interests of those people who utilise the services of that busine81 
and of those who are employed in earrying on the work of that busineu. 
The interest of the public too is equally neglected. Sir, this is my first 
and fundamental criticism of the original Companies ~  and the Bill 
which is placed before the Legislature for consideration this lifternoon.. 

The companies which are fonned -under the present legislation are 
formed of investors. The ownel'tlhip of' the bUlliness i'l in the hand8 
of. those people who invest the money. The control i" generally shared 
between the directors electf>d by the investors of money and another 
set of ~ called managing lllgents. I feel that if the Honourable the 
Leader .ot the l{ouse was to introduce a right measure for Tegulating 
the bllSiness of compani.es in India, he should have included some clausM 
by which the interests of the eonsumers, the interests of the employees 
and the interest!! of the public in general were' safeguarded.' T-he 
proPQsals which I am making are n_ot so Utopian as some membln's 
might feel and believe. I know there are insurance companies whiell 
give representation on their board of directors not only to those people 
who invest money but who take out policies from that insurance. company. 
It is the representation of those :people who utilise the services 'of 
that business and of that trade. So the propoI'I81 of ~  
some representation to those people who utilise the service of 
a trade is not a Utopian one. Similarly, the proposal to give repre-
sentation to the f'!Dlployees of that trade or business or industry is not 
a Utopian one. There a1'£;' severa.l oonCE'rns established! in America 
which give represent.ation to the employees employed by a particular 
trade, businpss or industry. Similarly. the reprelll'Iltation of the public 
through the Government is not a Utopian propollaL That is done nOw 
in the case of certain public COncern!'! even in India.' T. therefore'. hoped 
that when the Go:vernment· of India had proposed a Bill for safe-
guardinlr va;rious interest.q involved in the trade and industry of this 
country, t.hey would have intrQduced some clauseR by which th88e 
interests wpich I have me.ntioned would have heen safeguaiodPd. 

ThE-n, I would like to say a word about the distribution of the 
hoard of dirMtoNPl"OpORed under this Bill. I fail to understand why 
the managing al!'f'.ntR slould' have 'any directors on' the bOllrd of 'If .. ~  .. '1"0 ,the extent· ,··te which·the .mllJUl4llinll ae-entl,,,l'e 
shareholders they get representation on ,tUi' -hoard· of direetor8; 
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but beyond that I cannot understand what interest the managing 
&lents have in that concern. Even if the object of the Govern--
~  India was to. pro.tect the interests only of -the inv-estors, 
~  should 'have given larger ~  to -the inv6&tors and not 
given anyrepre&entation to the managing agents. The present Bill haa 
reserved -one-third of 'the nu.m.ber ot -'directors to ~  intel'estswhio1l 
are no.t mentio.ned ..... 

The &ollOurable Sir Bripendl'a SirOlll' : 'fha t is not SQ • 

•. II ... ioshi. : lam aorl7' if-I.ve ma(ie a ~ in that ~  

I thought that if a certain proportional 4ireotors is not definitely 
8IIIigned to any interest, I would like the Legislative Assembly during 
the consideration stage to allot a certain number of seats in the board 
of directors to the employees and the cOllSumers of that trade or 
business. 

Then, I would like to make a few rep18rks about the way in which 
the directors are elected. I feel that if a busi:Q.ess or a company is to 
be conducted on democratic lines the proper method of ~  the 

~  is to give one man one vote, even if that repreocntation is 
restricted to those people who invest moneY. That js the principle of 
democracy. It may be said that those people who invest more money 
have got larger interest in that concern or ~  they take greater 
risk. I do not agree with that view. A man may take one share in a 
company worth, say, Rs. 100. Another  man  may take shares worth 
RI. 1.000 : but to a man who takes one share worth Rs. 100, tholle 

~ 100 maybe worth much more, may i.volve much greater risk 
than the Rs. 1,000 invested by another man wf!.o pOilsesses property 
worth several lakhs or crores. I therefore feel that it is wro.ng to. base 
your representatio.n UPo.n the amo.unt o.f money invested by the share7 
hOlders in any co.ncern. The best thing in my-_ judgment would be t;Q 
give one vote to olie shareholder. Even if my pro.posal is not accepted 
8S being tM radical o.r to.o revo.lutionary o.r being too. -Utopian, I 
suggest that the Bill should lay down at least some maximum limit 
beyond which no. shareho.lder should have larger votes. _ The vo.ting 
strength of a shareholder sho.uld be limited. That principle is no.t a 
Utopian one. That principle has been accepted by the Government of 
India in the Reserve Bank Act ..... . 

The Honourable Sir Nripendra Sircar : No. 

Mr. N .•. Joshi: Yea. Tn any ease it is a propo.sal which should 
meet with the approval of this Legislature. I would like to support 
the pro.posal made by my Hono.urable friend, the Deputy Leader of 
the Co.ngress Party, that the electio.n should be made by proPo.rtional 
representation. My Ho.nourable friend, Dr. Ziauddin Ahmad, made a 
pro.Po.sal fo.r reserving a certain po.rtio.n o.f the directorate' to. the 
cmallerinvesiors: ~ I '8U(I':ge8t to.' him to 8upport the-llroposal which I 
have :made namely, that' tho8e people who. -invest larger amo.unt& -of 
money should not be allowed to vote'-acco.rding to the amount o.f moner 
invest'ed by them-'; -but '!!he VGting ~  -of eaeh individUal -IhouW 
be limited ~ some'mminum--firm"60-:--" :.::, - --J I, ,.,"J __ ~  
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I would now like to say a few words about ~  •• cy 
8Ystem. The managing agent is generally a IDaJl who takes part. dB 
1ioating a company. lie isa promoter of that company or of that 
busineSH. Genel'aUy ,lIpea,king, &8 a promoter he is paid for all the 
trouble he takes. I feel that the fact that he takes part ~ promoting 
• bUliness or in doating a company should :aot· give him any more 
i.utel'est in that company or,businelB beyond the fee he is paUifor tAe 
tiotation of that company., Kr. Deputy President" I am ,one of those 
who feel that the managing agency system has not done much good 
"ither to the trade or to the industries of this country. I found from 
tbe ,speeches of vario.us Honourable Members that they have bestowed 
hjgh praise on the managiDg agency system as they seem to thmk 
that that system has been responsible .largely for developing the 
trade and industries of this country. Mr. Deputy Prelident, it is very 
difficult to prove what the condition of the trade and industries of this 
country would have been if the managing agency system had not 
existed here. But let us remember this, that the managing ogency 
lSystem does not exist in any other part of the world. 

An Honourable Jlem,ber: Nowhere do you find it. 
Mr. N. M. ,Joshi.: The other countries in the world have developed 

their trade and ~  without the managing agency sYatem, , ~  

jf this managing system had not come into vogue in Our coqntry, 
perhaps we ioo might have developed our trade and industries to the 
lame extent to which other countries have without this managing 
agency system. Therefore,' it is wrong to say that the present condi-
&ion of the trade and industries of this country is due to the managing 
agency system. There is a proposal, Mr. Deputy President, that 
managing agents who have got an interminable, contraet 'with a 
company should be given eompcn.sati(j!D when that ~  is termi-
nated. I fail to understand, Sir, the justification for ~  ~ 

One. can understand that a managing agent'Yho Hoats a company and 
who was elected by the shareholders to manage the business of that 
company may have capacity and knowledge to manage that busine.s'l 
and that industry, but nobody cim say that simply because a man 
possessed l,l!J.pacity all(d knowledge to manage Itn industry, his SOllS, 
bis heirs and successors will posseSR the same capacity •..... 

Sir B. P. )lody (Bombay Millowners', Association: Indian Com-
Ulerce) : It is in their blood. 

Mr. N. M. JOlhi: I, therefore, feel, Mr. Deputy President, that an 
fntllrminable contract for the right of a man'aging ~  is 8. contract 
whi41'.h is· a«ainst public polip.y and public interests, and if a contract 
which is against public policy and pnblie interests iRbroken, 'J am' 
.. ra nobody will say that any compensation is dne. The mAnaging 
a,ents Should' ,thank their stars that they are not to bede.slt with more 
,everely for makia,g oontraets which arc against public  policy and 
pUblie iliterestli.· '" .'. . 

Mr. Deputy President, after baving dealt with the question of the 
~  agesre.y system, I would Jike to say a few "!Words 'on some 
~~ ~  involved m tllis' quation. Tllell'llt ~  
till. to_k. to rthe Goveram.-t.of India is tbatthey ,should'maJae 
~  ~ to, -.fegnard. tJmiJaterests of <'a OOIIlpany re,artit ... 
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the tDinimum subscription of the capital required for carrying on '. 
business or industry properly. I know there is some ~  'made 
m this Bill, li»ut 1 feeL that that pnposal is not adequate. Supposing 
the carrying of a business requires a 'eapitalot 50 lakhs, and a company 
ia Hoated with a capital of only 25 lakhs; it is but right that the, Govern-
lRent should intlll'V6nc and prevent wch a companY being floated in the 
interests of the general public and of those .people who W:0llid invt;si 
money in it. We know that if • b118iness is likely to require a capital 
of 50 lakhs, and if a company is floated to carryon that business with a 
.. pital of 25 lakhs, that business will not be conducted properly. That 
fGDlpany will soon come to ruin. It is therefore necessary that the 
Government should reserve to itself the power to prohibit a company 
being floated when they find that the capital put down in the prospectus 
as being necessary for that business' is not adequate to carryon the 
purposes of that busineBB ..... . 

Pandii t.ksbmi Kant. :M&itra. (Presidency Division: Non-Muham-
mad'an Rural) : Who will judge that' 

Mr. N. M. Joshi: Government will judge that. 

The ~  Sir Nripendra Sircar : Mr, Joshi has great faith 
iil Government T 

.Mr. K. 111. Joshi : Well, Sir, I have faith in Government, but thf. 
Govt'l'nment han no confidence in themselves, and it is our misfortune. 
Then, Sir. J would_ like the ~  of India to strengthen the Pl'()-
visions regarding the power of the directors and the managing agentl 
to make llse of the funds in the company for their personal interests .... 

air B. P. MOdy ~ Rubbish. 

Mr. N .•. .Joshi: The provision made in this Bill is 0. very weak 
one. . I would like the Legislature and the Government of India to make 
adequate provision to prevent thedirecilors, their partners, their 
relatives not only from taking loans from the company, but taking any 
advantage of their position in that company ..... . 

Sir Oowuji Jeha.ngir (Bombay City: Non-Muhammadan Urban): 
Also their employees. 

Mr. N. !tI. Joshi: Then, Sir, I would like the Government of India 
to make a provision in this Bill for restricting the dividends which 
are distributed to the' shareholders when a company makes lal'(re 
proflts. It is absolutely necessary in the interests of the ·investors. 
in the interests of the public in general, that there should bt' ft 
restrict.ion on the dividt'nds distributed to ~  shareholders in a partt.; 
Gular year. We have seen, Sir, how some industrial undertakings 
have gone to ruin on account of the fact that when' they ma,de hURt'I 
prollt"! they did not keep anything in the reserve fundbut'8quandered 
away the profits by paying huge dividends. To give htIge d'ividfmd8 
~  to ·the interest of the"shareholdersthemselvea. -, .. 

~  Sir, the Government of India should &.1110 prohibit ~~ 
of giving bonus, .haret! to the shareholde1'8 when" a eompany':make. 
1I\Ot'e' than ordmary 'p1'6fitl.T.he' ~  of giving . bonus' Wfrat"es ~  
which'the eo.mpan,. beoome8()'Ver-subacrit.ed ,.nel· ~ ~ 
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18 harmful, and several industrial undertakings have eome to grief on 
account of thia practice. 

Then,'Sii-, I would like the Government of India and the Legislature 
a J'.M. to' make provision' for the. protect.ion of ~  ~  
, 'of the employees engaged'm a bUsmess or mdustry. I 

have already suggested that the employees of a company or a busmssli 
sh(iuld 'have representation. . on 'the Board of Directors. I would now 
suggest that besidestbis,ihe Legislature should give some more pro· 
tection to the employees of '8 business or industry by laying ~ 

.;litions for this' purpose in the' Articles of 'Association or by compelling 
Il company' or an industry to take out a licence on particular conditioaa 
rt1garding the life and 'work of those employees. Well, Sir, only 
recently the Assembly discussed the Motor Vehicles Bill, and in that 
Bill tho Government themselves have provided that a licrence is neces-
sory, and one of the conditions upon which a licence is' given is that the 
number of hours of the employees should be restricted'. If that can be 
done in the case of the motor transport business, 1 do not know why 
that cannot be done in the case of other' companies. I ~  hope 
that the Legislature and the Government of India would insert some 
clause for the protection of employees of the companies which are 
registered under the Indian company law. Then I would like to 
support my Honourable friend, Prof. Ranga, in the demand which he 
made for inserting some provision in this Bill for avoiding the danger 
of a private monopoly when a cartel or a merger is brought into 
existence in such a way that the interests of the public will be endnngered. 
Mr. Deputy President, the industry and commerce in this country have 
now reached such a stage of development that these mergers will become 
more and more frequent. We havp already got a cement mergeI'. 
People are talking of a sugar merger, we have also heard ~  the steel 
merger. These mergers under the, present capitalist system are hound 
to come but they being a danger to the consumers must be avoided, in 
Rny Cllse, meaSllres should be taken to see that they will cease to be 
a danger to the consumers. Provisions of this kind are nQt unknown 
in the history of legislation oil this subject in the worl4. I would 
therefore like til!' JJ(>gislature to introduce some clauses by which the 
danger which the conntry is bonnd to meet with from the 'mergers 
may be avoided. Then I wOlllrl like some pl'ovision inthiR Bill' in 
connection with what are called public utility services. These pubJic 
utility services enjoy certain privileges and they are busineRses and 
industries upon which the welfare of the community depends. There· 
fore the business of the public utility concerns should be under greater 
public control. Unfortunately, the Government of In.dia in this Bill 
make no distinction between an ordinary company and 1\ puhlic 
utility company. There is legislation on the Indian Statute-book for 
treatinJr t.he employees of a pUblic utility cpmpany difFerently. The 
employees of a public utility company are at a disadvantage inllsmuch 
as they .are not allowed to go on strike without notioe. If, Sir. the 
employees of a public utility concem are placed' at a disadvantage by 
legislation, why shouJd not the Government of India put special 
reRtrictions upon the public utility companies for the protection of the 
mtetiestS,'ot ... th'e ~  ''t'ben,Bfr.; tworiMlike' 'ih;e Oovel'DtDerit of 
Tndil!; to 1Dlike ·8thne:· ~  ~ ~ d1'" ~~ ~ 
WtHc'ft';ire ~  ~  ~  ".e "1mly ~  
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a company law and we may improve it, but unleas there is some 
maehinery fqr the ~ of the w,orlting of .these companies the 
interesta of the investors and of the. public will not be safeguarded. 
'The! men ,vhf} con4uet the affairs of these companies are very clever. 
Tl1ey . know how to get r.uuncl the law 'an,d 'they will get round the 
law. I would therefore S~ to the ~  of India that 

~  should not be content with. merely passing this law, hilt UJey 
should make ~  provision to create a body of inspectors who will 
inspect the affairs of these companies and report to the Goverwuent 
.of India fOJ: such action all ~  may deem 1lt. Before I lit down 1 
would like to make .one remark about the audit of these companies. 
Several speakers have spoken pointing out the necessity for ind,ependent 
au,dit. I would suggest that if the aud.it is. to be' really iiulependent 
jt should be an audit conducted by the Government Audit Department. 
It may be said that I have more confidence in the Audit Department 
-of the Government of India than the Government of India themselves 
have in them. But, on the whole, considering the indepenclence shown 
by the private auditors, chartered or registered, and the ~ 

of the Government Audit Department, I am justified in stating that 
the audit by the Government Audit Department will be much more 
independent and will be much more satisfactory than the audit by .@.ny 
private body of auditors, registered or chartered. I woulcl like the 
Gpvernment of India, therefore, to hand over the business of aUditing 
the companies in India registered under the Companies Act to the 
Government Audit Department. 

Sir P. H. Mod,.: What about trade union accounts' 

!tI1:. N. M. Jow: The trade union accounts are audited by allditol's 
~  the Government, being friends. of labour, some of the Local Govern-
mfmts give the services of their auditors free to the trade uniO,ue. 
"the Goverument of India. are very watchful as regards the affairs of 
the trade unions in this couutry. I do not now wish to speak any more, 
~  before I sit down, I would like to say that. If. the public control 
over the commerce and industry of thjs country is increased and 
tightened, it will do no harm at all to the trade or indW3try of thiill 
count.ry. On the other hand. I.have absolutely no doubt ill my mind 
that if the public control is incl'eased and strengthened the commerct 
.and industry of this country will greatly prQspcr. Sir, I have doue. 

Bai Bahadur Beth Bhagchand 80m (Ajmer-Merwara : General) : 
Sil'o the warm welcome with which the present Indian Companies Act 
(Amendment) Bill is received by aU classes, of Indian commercial' 
community is an ample testimony of the fact that a long felt demand 
has been satisfied by this Bill.' The Government' aDd' the Honourable 
the IJaw Member deserve the highest congratUlations for bringing out 
tbil'l Bill. ,vbich ~~  overhauls the company law and meets th" 
demands of all olasses of commercial bodies. It is hoped that when thi. 
BUl is passed into law it will mark a' new .. era in the development ·of 
joint stock business 'in this countrY. ' 

. ,.Fil'$U;;' Sir, ~  ~ ~ ~ ~  ~  -o&1:e ~~  ~  
~ ; thi" :Bill to> «lheok *he, ~ ~  of I ml,lIJhrooQ),i ~  ~ ~ 

~  ~~ ~  ,ev.ll ~ 
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destroyed the confidence of the people in joint .toek 4Qnoerns in most 
partH ~  the ,country. It is a matter of common knowledge that crore8 
of rupees have been lost by the ~  and creduloWl investorH by 
Bubs\lri1>ing to the shares of such concerns which have br.eu floated 
during the last several years. Several loopholes and defects in the 
law attracted many ~  promoters to launch ~  with 
big names 8.1ld ~  authorised' capital and the public had no control 
or check over such ventures .. Sir, the Shareholdei'H' Association of 
Bombay must bj:l credited for their bold attitude and useful propaganda 
ip. bringing to light several cases in which the Directors and Managing 
Agents have acted in utter disregard of the shareholders' interest. 
Under these conditions, the introduction of this measure in this Bill 
will go I) long way in creat;4Lg confidence of the investing public in the 
new concerns. The second iJ.nport8J1t feature in the Bill is the recog-
o.itioJ1 of the Managing Agency System. Divergent views have been 
expressed by diiferent classes. regarding the Managing Agency System. 
Unfortunately the Managing Agency S;ystem has been blamed too much 
and condemned for evil practices and mismanagement. There is 
lWthing inherently wrong in tlie D;I.&llag.em.ent of .Jhe Companiea by the 
Managing Agents if the Managing Agents perform their duties with 
s('rupulous care and honesty and best of intentions. The system ~ 

be condemned 4:!ntirely. ~  il,i a need for reforming this system and 
making it amenable to public criticism and popular check. The 
Managing Agepey System has functioned in this country as a very 
Il)'eat factor for fostering the development of almost all the. industries 
and has been disch8l'ging some very necessary functions in the industrial 
development of the country. It has been entirely due to this system 
that necessary capital, experience and enterprise have been available 
for the successful working of many big industries such as cotton, ~  
etc. It would be reaUy very unfortunate if the managing agency 
system would be abolished.' rt is gratifying therefore that the indis· 
pensability of the Dianaging agency system has belm recQgnised'. Tbe 
:aill ~ to restrict the me 0' the managing agency system to 
twenty years and to fix their remuneration on the basiH of fixe(l per-
cen1ag-e of profits. These two changes will of course satisfy the opponents 
of the managing agency system when other checks and restrictions are 

~  along them. 

Sir, the other bright feature of the proposed amending Bill is the 
giving of iJl('reasl'd rilthts and privilege!! to the I'lhareholdel'R. It is 
I'e<'ognised that the present position of t.he Rharebolrlers if! very unsatis-
fncto)'Y and under these conditions the shareholders cannot have an 

~  control on the management of the Mmpanies or enn have 
their grievances redressed. In some of the companies the !'hare-
holders have felt that they are not considered as owners of the Mmpany 
but thew are marked out as undesirable outsiders. Any protests or 
objM1 ions rail!ed by them regarding tile afTairfil of the compllllY are 
never heard and it is no surprise that such a state of things engenders 
strong rr(,judice against the managing agents. But r am, Sir, sur.e 
fbat thi!! 'could not have happened if the shareholders would luwe taken 
a ke('il ~~  ~  ~  of ~  They' are also . ~  ~ 
~  for their. negle9t bfauty .. ~  of the provisions made ill 
~  . ~ . givin'g ~~  ~ ~  ~  ~ for' ·e.llfo1'CiJlg. ~~ 
rlgfrttland fof" obtainIng an reasonable ~  a1'fali'S 
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of the company ~  serve a better guarantee for sound ~  
of the companies. Sir, it is believed 0 that .providing of the.se facilities 
to t.he sh,areholders . and giving them oppot'ttllliti'es to ~  more 

~ ~  .\Ii. .the affairs of the company will banish all misgivings and 
doubts.wb,ich . the shareholders have so ~ 0 in making their voice 
eifective. In this (lonriection I may also 0 express DlY apprehension 
that in g*ving all such rights to thesbareholdersthere is danger tha.t 
irresponsible ~ ~ shareholders may create unnecessary troubles 
sometimes. There is therefore 8 need to protect and ~  the 
comPanies againSt such reckless shareholders. 

The Bill has included some provisions regarding the banking 
Clompanies. In the very near future,Sir,a comprehensive banking 
l.,gisl;ltion will have to be proposed as only some aspects of banking 
bUsiness have been touched in this Bill. The importance and function 
of banking concern do not seem to .have been fully considered by the 
Select Committee' and it would have been desirable if a comprehensive 
Bill fo!' the managelDent of the banking coneern had been proposed. 
Thll Bill before us has laid down some special provisions for ~  

a statutory control on the management and the constitution of the 
bank. The proposed section 277 -E and subsequent sections raise many 
complicated and difficult questions upon which I hope to have more 
to say when.. ~  .time comes. The provision of .minimum. working 
eapltal is indeed very satisfactory and it will check the flotation of 
banking companies with small capital. It also serves as a guarantee 
to the depositors and customers 9f the bank. 

Sir, I do not wish to 0 go in much details into the different clauses 
of this Bill at present as this House will have ample opportunity of 
discussing the Bill clause by clause when various amendments will be 
mO'V1!d a.t different stages by the Honourable Members of this lIouse. I 
who]e-lleartedly support the general principles of the Bill and shall 
be glad to see it passed into law. With these few remarks, Sir. t 
resume my seat. 

o Mr. M:a.thuradas VUl&Dji (Indian Merchants' Chamber and 
Bureau : Indian Commerce) : Mr. Deputy President, this action of the 
Government to amend ~ Company Law has not corne up too soon. The 
attent.ion of the Government was drawn to the neceASity of bringing 
about a ~  in the present company law by my Chamber as far back 
as 1914. Since then othercommereia]' bodies alRO have ~  up the 
demnnrl. and latterly even the Federation of Indian Clulmhers of Commerce 
an(l Industry have als() voiced their opinion on th(> same lines. Our 
present Law Membl'r fUl Leader of the House saw t.he necessit.y of doing 
something in that dirt'Ction and apppinted Mr. St"n to review the posit.ion 
and makf' a report with his rp('ommendations. Tha.t was done by him, 
a.nd sinoo t.hen the procedl1re followed is well knowll t.o th.e Honourable 
MA!lnher.s ihpl'Q. The result. waR that the RiU was placed on the··table of 
the Houlle last Session, and a .Select Committee was appointed for 
considering it in detail. The ~  haa beengQne through by, the Select 
ComlQ:ittee very carefully. IlhoRId say and 1 should ~ like 0 to. mention 
that in thE' imuerfeet world in which 0 we 0 &1'8 living 0 it .cannot be ~  

tha11'the results of. the ~ ~ would bathe best and .most' spitabl& to 
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everybody concerned. At tile Hame time I must. say that the CODlJDittee 
with the materials before it ~ done its .t to look to the interests of all 
concerned, and brought out the necessary changes and recommendations 
for the HOWIe to consider at present. Mr. Sen has already explained the 
nece8Rary chang69 that were brought about and I am not goiug to repeat 
them again today. But the atteution of the House for the most part has 
been ('entered round the much abused managing agency system, and I will 
have to say a few words about that. Although there are many things to 
be said for and against the managing agency system, one has only to 
look at it from the practical point of view. One may not like it, but 
one has got to move with the times he is in, and, considering that, 1 say 
that the managing agency system hat! done a lot of service in the past. At 
the lSame time it has been abused by a few exceptions that must not be 
made a target for that very reason. We know as a matter of fact that 
this system of ours is mainly to be found in this country, but the counter-
part of it to a certain extent is prevalent also in America, though not 
in the flR.Jlle form. In Japan such businesses and concerns are managed 
by the directors who are well-paid to look after them. Thel'e lire a'iHo 
Trusts which look after the industries, but we must not forget the 
conditions prevailing there. Japan for instance is .a country which is 
managed by its own nationals. In Germany you will find that the Banks 
are also taking part in the management of such spheres of industrY and 
commerce to a considerable extent, while the Government also have got 
lIIoml' share in it. They have got their ~  on the directorate 
of Huch concerns, and besides that, where things have got to be looked at 
morl' ill detail and n;lore carefully sub-committees are appointed and it 
hi thus that such concerns are being managed. The responsibilities are 
divided like that but these conditions are prevailing in countries managed 
by their own nationals ; and unless that sort of position comes to prevail 
in our country, 110 that the bankers as well as the Government should look 
after IlUd eon duct the oonce".I1I for .which we ~ legislating tod",)" we 
cannot expect to do away entirely With the managlDg agency system that 
prevllil!! here, and which has brought about the development of inchlatry 
anc'! commerce to the extent that we find today. . 

The Select Committee, really speaking,have taken into accotlnt alI 
these considerations, and· the broad 'View that it has taken is certainly in 
favour of the continuanee of the managing agency system with proper 
ufeguards in a form as best &8 it eould possibly preseribe under the 

~  Of eource, 'Particular i!ltereat8 will always try to pull· the 
strmgs to their best advantage, but still one hu· always to bear in mind 
that while it is strengthening ~  bold, it has lot to see that it does not 
strangulate the commerce. and mdustry of the country. From that point 
(If view: the reeommendations of .the Select· Committee deserve to be 
1lt'nt>ral1y ateepted. 

C?ming to ~  8(',hievements that the managing agency system has 
made 1D the past, my· Honourable friend, Mr. Sen, yesterday.gave us to 
undel'stand that the. ~  the Law Member was going· to give us 
the balance sheet of 1t. SIr, I do not therefore like to go int,o those items 
in the prf!lICnt muation. . 

Sir, there is one more thing I wonldlike to ntention here. A 
~ ~ ~ was made yesterday for the elimination of the proviso to 
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cI&'u8e 42 ~ ~  is, to say the contract entered intd byth& 
~ ~~ ~  ~  with ~ company ~  not be ~  as 'f.' ~~ 
In, the foregomg clause t111 thc maturIty of that contract., WeI., a ~  

~  has been made to d'rop it. I will therefore cite an' ~  where' 
that proviso is absolutely necessary for the sake of the facilitation of' the: 
ftoiation of companies, Supposing a man inveEtigates a certain ~ 
he spends money and energy U'pon it, and after ~ time he is satisfied that 
the 1Iotation will prove successful ; and he comes out with ~ 

whereunder, ordinar.i1y, as provided in the company law, he gets a 
c'ertain remuneration. After' issuing the prospectus, some people with 
acute brains, as a,re not wanting in this country , find that there is a good 

~  to remove the original promoters from the managing agency. 
ana' th'Wi take' advantage of what is conta\ned in the 1Iotation. If the 
proViso is removed, surely they can go on buying share!i and collect ~ 

necessary votes for bringing about the situation that they want in that 
concern. If that pro,viso is removed, harm will be, done to that man who. 
has already put in, his money, energies .nel everything on the flotation 
o'f the, conceni, alld 'he would thu.s he practically robbed of the fruits of 
hill labours by the :eliinination of that ~  It is therefore that tl\is. 
Pl'OVISO is niost esselltial to safeguard the man who takes really g<lod 
pains and sinks his money in a concern before flotation.' 

Another point that I would bring to the notice of the House is the-
banking clause. The banking clauses' required in the company law' have-
been changed, 01' improved to meet the situation, but that will not solve the 
problem of the Banking Act that is neeessaTy for the country as a whole_ 
I would here re<luest the Government to 'con{lider that position and try 
to bring about the enactment of It Banking Act as early 88 they cali 
possibly do. 

,  , ~ ~ i ,next, :point of imp«:)rtance i, about the appointment and rotatioD 
~ ~  generally. A good deal has been menti<lned a40ut it and I 

fhink even there proper safeguards have been made by which the directon 
call much improve the solid work they want to do, and if they abuse that 
provision they CUl VtIry well be brought' to beok for their own action., 
On the whole, I will not say that the Bill ali it, ~ ~ from the 
Select Committee isth6 beet, but it is certainly the most practicable that 
(\ould be achieVed ill a Select Commntee after taking into eonsideratioft, 
all the interests eoneerI1ed. With these few remarks,Sir, I commend the-
llili for' the consideration of the House. " 

'rb :&on'o'ai"able lit KripeDdra ah-oa.r: Sir, I indicated in lDy 
opening ~ ~  ~ ~ if ~  ~  .t() be any debate on theprinciplea 
or 011 the major ll18UeS of the HIll, I wIll try to rE'ply to them. It is not 
my desire to reply to the very numerous points which have been raised, 
hut to confine myself to sOn;le of the more important ones; I am aure, the 
House expects that ~  :bui been ,said about the managiDlr 
agency system, a reply is wanted trom ~  for justifying the-
measures which they have proposed in this Bill; Listening to those argu-
ments in this House, I have not the slightest doubt, in my mind that a-
section of this House--I hope, Sir, it is a small section-is obsessed with 
oertai:g. pre-coueived notions ,*,lIieh; ot\e', ~  ' ~  'is the' result of the-
very ,intensive and persistent ~  whlch' h'lls 'been earned: OD.' for 



a couple of years. I must not be misunderstood .. When I ~  the word 
" ~ "" IJR,el'u JW offence. Oll the otheJ;" hand, I ~ 
}Jubhcly., ~  l,.fl ... ,'e. l'eceived, the ~  assistance from the Bombay 
Shareholders S~  They ha.ve 4isplayed untiring energy; they 
have. spar.f.d neitheJ; ~  nor trouble and whenever an information ~ 

beell asked for" their representative!:! had been willing to come up all the-
way fr()m Hompay to Simla tQ . Slip ply WI with information. I feel 
grateful for what they have done. But, after all that has been said ~ 

dOIle, I would ask this House to remember and to i-ealise that these· 
paphlete, booklets aad rather big bookB, the constant writing iathe 
press in India ed in England, are what may be called the ~  

inspeetor's reports-because they are one-sided. They are very ~  

they draw attention to tht' black spots, to the dangerous zones and they 
dl'!LW attention, of the'Legislature to the. ~  which ought to be applied; 
Hut the great danger pf tbis classof literature is, as we alI know, that, 
although nothing untrue is .said t.ht're or, at any rate, nothing substan-
tiaJIy untrue, the uuwary reader is likely to come to the conclusion that. 
the whole pro.'1pect ~ him consi<rts of drains only and there are no-
open and pure plaCE'S. That ~ likely to be the result of thi'!l kind of" 
pr()paganda and, judging by the result which has been achievpd, I have 
not the slightest doubt that that has been done. I am insinuating nothing-: 
agaimrt the Bombay Shareholders Association because I 8m not eharg·' 
ing them with having intentionally or deliberat.ely misled the' public. I 
do Itothing of the. kind. as indE'!ed they have done great service. But I 
do press this House t.o consider whether they are not likely to be misled' 
if ~  concentrate their attention on the sbuRes which undoubtedly exist' 

~ pay' no attention to the other side of the story and re'nse to loOk 
at the other side of the picture. If. therefore, I have got to present'the-
othtil' side of the pictnre before this House, it is not beca.use I am oblivious 
of the abuHes. If we had been obliviou!!. we would not, have provided' 
so many meaaures for removing them. But it is nccell88.ry in a matter 
of t.his importance that this House should come to a dispatl8ionate judgment' 
after being in p088cssion of all facts 110t only 88 regards the abuses but 
as re'gards the uses of the' nUlnagiu!.t agency syStem. 

[At this stage, Mr. President (The Honourable Sir Abdur Rahim)' 
resumed the Chair;] 

Sir, the firlit question which COPleB to the mind of any inquirer-is: 
what is the orip'in of this ma11aging agency system' If it is an evil. 

~  is it a necessary evil which cannot be removed' Although it is-
very well lrnown, I think it. will do no harm if thi$ House is reminded of' 
the reasons for the existence and for the flourishing of this managing 
&geDilY syatem. Sir,· the dWenlt,. in India. ,is the difficulty of finding. 
industrial, eapJ6al. I have' no lieaire-to quote froms large number of 
&ooks. but thOl!t\ who artl ~~  to look mt.o the m.tter further will' 
find ample evidence before the Industrial Commission. 'lleyare 8C8ttered 
allover Volumes V, II and III. The' next thing whioh was ~  out by 
this Commission. as also by the Bitnkillg ~  Committee, wastJiat ther.e 
was a tendency in this country to invest in real property. Evidence was 
led oil this point, the reI!JU1t is embodip,!l' il) the report of tht Industrial' 
(iorumission, paragraph '282, ap4 the, ~~  will' be. fC;lUlld in Volmric 
III, page 2(;01, and, further, ccmfipnation wrill. be fo\md in the ,Central' 
Blinking Inquiry CODlmitt.ee'lirepo .... , P .... 4..'12-33. We start .. therefol't'tj. 
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with two tbingtl; IndustriaJ capital it! not easy to attract and: there is 
the t.endeney to invest in real property. The third cau.se is that there 
is a preference for investment in Government securities, in municipal 
and: port trust loans as compared to indlLStrial aotivities. This -will bl' 
found, again, in the reports to which I have referred. But more tHin 
any of these three causes, the eau.se which is responsible for the continuance 
of the ,m8llaging agency system is the prevailing banking Bysteinin 
India. and I think the attention of the House' should be' dra1m to some 
of thef&<--ts relating to it. It will 'be found that Sir Pnrshotamdas 
Thakurdas, when he gave his evideuce, said this-I am quoting his exact 
woro.': ' 

'II it -ill welllmown that banks are unwilling to advance money on the il.llBetll of a 
liability eompany 'unless the same is baeked by' the ~  aeeurity of the managing 
.pat. No praetical b3llker in India will be prepared to depart from thiB practice." 

We pause for one moment-the fact established is that ~  will 
not lend money to the company on the company's signature alone for they 
inaiRt ,that they will have the signature of the managing agent. That is 
where the managing agent comes in. That is why tht'-8e companies cannot 
go on without a managing agent who has sufficient credit with banks. My 
Honourable friend, Mr. Ananthasayanam Ayyangar, read certa.in passages 
from a book on this subject, I mean the subject of managing agency by 
Mr. LokaD&than. He cited that book as if the author waa iu favour of 
tlu, ubolition of the  managing agency system,' although tlile' author  tries 
to bl! &B fair as possible to both sidEl!i, althougll he ~  the abuses of 
the Dlanagingagency system, yet his conclusion is that it is impossible to 
think of removing the managing agency system for many a year to come. 
Now,_ Sir, on the question of banking and. what is done by th!' baJiks I may 
refer to the &&me book at pages 228-229 : 

II It would be hasty to conclude that the system of managing "agents mUIR go and 
A different system of bancing should be Ildopted. For one thing thil syltam ill 'too 
4eep rooted in -tbe cOUIltry to disappear merely becaulIfJ of tile desire of eome critics 
that it should. An inlltitutioJl. )Vhich haa slowly evolved aa • l'CIIIult of certain economic 
eireumltances cannot suddenly vanish until the conditions that gave rise to it them-
.elves alter. WhateV/l1 may be the view ODe take. of the need for changing the existing 
method of indultrial financing of managing a«ents; the fact remains that for a long 
:ime yet, it will continue to prevail and will only change in lOII1e of its details. One 
has to strell thil aspect 11 littll', beeaulIEI, in recel!t yearl, criticism of the managing 
agt!lntll llerfeatly legitimate in itlelf hal often led to ablOlutely impraeticable proposals 
of reform. No new institution can be luddenly and newly ereated tit tHe the place 
of aD esilting ageney, and the only pOBBible line of reform i. l'eada.ptation and re-
adju.tment to changed economic ,and soeial conditiona. Thill readjustment ean be ,the 
more euily brought about if certain, measures are undertaken. We have Been how 
thl', banking Byltem in bellA' ha. bea wOt'kin, on too ~  Unel, and haa not 
merely insisted upon the ruarantee1A; of the loan. and advanee. by the managing 
agents, but has baaed its credits more on the zeputation and worth of the apnta than 
on the lIna.ncial ~ ,of the mill companies uder their JIl&II&Iement. Thia has led. 
to a nclaull circle wWeh ,should be broken." (HM!', hear.) 

I s1lall read two more passages from the same book. On page 223, 
1he author says ,: 

'.' When mansging agents lend fundi to the companies. the Inter.t ,that ill alaarpa 
Ie BeneraUy one to two per cent. above the bank rate. But this iB not univeraa) In 
the cotton indulltry there ,have been Beveral iniltancell where large tuna.. have 'been 
plared at the disposal of meluatrial' ~  at ali per 'cent_ at a time when money 
MuM 1Iot be 1Iad at 'lUiythfng _ than eight pel' eent. J'- , 
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Sir, these facts have to be remembered in considering what reform 
ill }1O!;,ible, becall8e nobody wants abolition of the lilyatem. I will give 
you further Concrete inliltances, not from this book, but from outside 
information of how it has been happening, if not daily, at lea it very 
frequently; how· managing agents have advanced lakhs and lllkhs of 
rupees at rates of interebi lower than what may be called the bazaar rate, 
and even in :ma.D1" CaleB sdered 1088e8 unable to recover them, after their 
struggle, after their sincere effort to save the company as long 8'8 is 
humanly possible. I now read from page 223 of the same book, from 
the foot ~ : 
.. India.n Tariff Board: Oottoa IDcllIltry, 1927, Vol ... " pap 87: A eertaia 

Hrm of maDaging agents made •. 9,000 ill four yean by way of eommilBion, but bad 
to undertake-fiDaDciDg to the esteJat of one erOl'e of ru.peeI, 70 lakht of which wal ita 
own money lent to the company at lib: per cent." 

The 188t quotation that I 'Wiah. to rive from this book is from page 
141 : 

•• What ill Iipi1icaut in IDdia i. that the laak of au efIleieDt ballJdaa' 11ftem threw 
t.he whole burden of iDdWltrlal fiDauce OD a limited clUI of 8IltrepreDeun (ua1De17, the 
m&Daging agent.) who were unwilliDg to pioneer aew eu.tarprilee UDl .. tile cbanCee of 
high profit were bright." 

We remember four oonijitions so far. The most im.portant conlli-
tion is that you cannot attraet industrial capital for runnmg your com-
panies. As to the author's point of view, I will not give more quotatioDi 
from this book, but he states that it is idle to think of remvoing the 
managing agency system so long as the banking system has not improved, 
so long as the mentality of the people of the country has not chaillged by 
their regarding industrial investments as more attractive than invest-
ments in real property and. investments in Government securities. 
These are the reasons why the managing agent comes in. I think the 
House will have no difficulty in realising the essential difference in the 
position between that of a managing director and of the managing agent. 
What is a managing director t A managing director is a person who 
after a:ll is a servant of the company, remunerated by a salary or pOS!oiibly 
a salary plus a commission. It is not his business to find finance, it i<; 
not his business to give guarantee to the banks, it is not his busine&<; to 
take the riti: of lakhs of rupees which may be lost altogether if the com-
pany comes to grief. If the managing agent has a.cquired a domina.nt 
p06itionwhich he undoubtedly has, that is by reason of the facts which 
I am stating before the House. How has in fllct money been fonndfor 
such of the industries as are fiourishing or existing in India' What is 
the history of Ahmedabad' Where did the money come from' The 
.upply of finances-I think I have already said that in my ~ 

Ipeech,-came through the credit of the manalling agent. ThE' capital 
was very often, if not in all cases, a part of what was required for the 
block and for the working capital. But the monE'y has come b(,(,Ruqf> the 
managing agent of Ahmedabad carries the confidence of the public and 
he can get lakhs of rupees as deposit for long term. If Mr. Joshi's 
reqnisitionhad been carried out, that is to say, not to Rt.art a mill unlesR 
the entire 50 la.khs required for block and working capital ha.ve . been 
raised,-(assuming that to be the figure) .-by sale of shares. Ahmellll hall 
today would . have· been free· from the mokes of the chimneyB of their 
mills. Thf'.re '\'rould not have· been OJle in existence. There is enongh 
mat.erial t;() tracil the history of every siJlgle milt in Ahmedabad and T 
. have Jrnt the material here. There may be one· ai:eeption but every· on.-

~  • 
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of them' has •. started 1tithwlhtt vfould b& It!#itiitliiely-call6Ct 'Oh 
grossly widetcapitalised . 'conditions. B'tlt stilI ~  thef'iwe. 1u;! r said 
the qther, day the, b118i.oe's$ haa incl'eBiJed tour' till1eS in ~ time. 
~  I.ci>the to thedi'Vidertds wbich they hm' paid it Will be seen tha.t 
ttiltaglf' ·the . ~  ~  have been' S1VindlerS It.hd· ~  and cut-
thi-oats, . which I" do not insinuate is" 'ttie lact; the 'sbMeholYleti have "done 
vcry well j.Ddeea; m:ore th,n they ~  ,expect.. They nave reeeived more 
than ample return' tor their ii'ivestments. '. '.'. ,." 

:':.,·.;Now. Sir,., ~  .ae¥.t point to oonsider is that 8upposing, u the fact, 
i"i ~  are D(tt willing td lend mon81 on. the anets ·of these limitt>-d com-

~  the other methoW! by which finliI1ce'ean' be . raised fOT 
companies Y The two obvious methods :are the isSue' of preference ~  
&Rd.' the iAlue of debentures. 'fheTe agam; Sir, if you come to' preference 
sha.res the histor.y of industrial movement and development in India wlill 
Bbowttmt'apait from the.jli.te-illdustry in Bel1gal, ,the ~  sha.res 

~  in Irttraeting' capital, with' the' ~  exceptionsfts in 
:no\D:hllt &1 '}.tEiks'rS. 1'at;a;'s.The· iigu:res ate very signUic,8nt ~  you 
lloJnpa.re them WTith the ,English figures. In England out. of ·100 tne 
ordinary :capital is' 47,. ~  ~ and ~  20: In India I have 
got only the fig'n're.s for 1928,,,-1 alII. sorry I have not 'got any later 
'ffirnrt''s,-iri ImllR the ftgure is 16 per cent. ; that is to say, 16 per cent. 
cif the capital was rflised by preference shares; and when one remembers 
that the bnlk 6f it is contribUted by the jute preference shares hi Bengal 
t.be conclusion is' inevitaMe, as the' faCts and figures 8]80 bear out; that. 
p'rt·ference shares li'ave not succeeded in raising any substantial amount 
(if Ilnpital in India, outside. the Jute' industry in Benga1. When we coDie 
to' debentures the story is more diSmal. I think I have said that out of 
100 the" ca.pita} represented by debt'titures is 20 in England; here it is 
unly ~ And it is fe1t that the ilmue of debentures inv'tl"lws a loss of 
credit, whatever little the company haR witli tbe banlt.<!. ~ 
therefore are not popular; they are not effeCtive' in securing finRnce. Sir. 
these figures here would be ~  to a man wh() is accust.omed to 
the ~  in. England. If I give you one figure,-thiB is to date 1st 
October 1930,-for the 56 Ahmedabad mills the amount lent by the 
manlllnng .agents Wa!! 264 lakbs. lent by the banks, .( laths, deposits wdth 
the .managing ~  426 lakhs, and the whole share capital is 340 laths, 
debenturils, 8 lakhs. The result is a mattl'l' of n\athflmatir.'l. . J speak with 
~  ~  in the presence of ~ Ziauddin, but I believe it means 
that ~ per Cent. of the money waS p1"deured' from ~ ~ agents 
and. the. share capit/ll was only 82 per cent. ; while in Bomhay it iR 
.s1ight1y ,highe!z.: ~  per cent. S~  I rElminjiyou.of ODe more·state-
ment ot Sir .t'U.i'&nottitmdas Thakurdas. He was referritiJt to Bombay 
lmt it "pplies "1tb tD;l1ch. ~  ~~  to ~ ~  Rill. T shall ~  when 

~  ~ tfu! ta. a'D.a ~ Jute IndUstry. ~  lip ~ was thIS: 

. II MID)" m9re eottQn ·mUla would have IfOne into liquidation but for the eapaelty 
of mnn!lginJr ~  to bear 101lle8 themselvell aDd their willingnelll and ability to :finance 
in eritieal timei:" 

... 'Wb. l eOtire tdBenll'&l' ami all otter p&'()V'incea, I ,shall sb'ow, not by 
mum,: ~  8If.a1tementa, -but-fl'Olll eOMrete instanees. how. i1!l: timfl'" of 
Rt.re. and IitrainindnstrieR have been'saved from ~  simply because. 
~  banks 'were '1JnwiHil!lr to .dTaaee-a·itbgle ~  tIM ~  

:  • r 
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agd,tM hl&, to 'tIieer H.d. eouldi ~ the ritk Of veiy Jarp' ilnanciat 'llOm· 
niitmenta; &' ~ pdi1i6n of wftieh theT Ultimately Ioit. 

Theo., sir; another pc>iDt which :11as got to be remembered and which 
is ,qf great importance is this,that when large initial resources are wanted 
and 'WIhen the industry is one which requires ca.reful nursing, :where 
possibly for the ~  7 or 8 or 10 years no profits are earned (sad it. 
may so happen at the end of 7 or 8 or 10 years that there maY,'be a ~  
IOf slump whichb¥lts for a; few years),-m: thoSe conditions there are 
very few companies in India which on the strength of their 'shafe oapital 
can stop liquidation. They have got to turn to the managing agent for 
finance and ,as to how they have done it I hope to give SODle instances, to, 
this House. In this·connection, 8S relevant to this debate, I will read' 
again from Mr. Lokanathan1s book at page 224: : ,  . 
, ." Manaiiri.¥ agents in ~  <lii'ectio,," have fultllljlda:'Vefl _ntl&1&ud ~ 
iinportant function which, in. the .eiieting ~  ~  ~ l/lee4ani8m. of ~ 
country I could not be performed by ~  ~ else; The ~  apntB' have ~ tb!t;, 
bulwark preventing the industrial ccincern from collap8ing,.In tu.a611 ot indQtria)· doprea-! 
sion." -

I'am ~  from the ~~  wl1icb' mY' ~  Mr. 
Alnanthuayaltam :Ayyangar,' read is 'ii"l)bok shdwingtlie'e'rits:Of t!re· 
rilanagitig ~  syste'm' which indeed it doet:t bring ',o'ut:' '; .. ': ':'; I.} 

•• 1his' ~  of the mat'ter lias not brcn, 8uftl(\iently recolP'iIOO. iD ~ ~  the. 
~  'Of' the ~  sernees rendercd' to' industry by ~  agent.; &'nl! "hilll' it, 

la pOBBible to exaggerate it it is equally neceMary to note ftl' aigliiflc8rlN! in thl! ~~ 
developDIent of India. Whea the tea industry of Iadia pnll8d through diftleatt timlew 
~ lPllO-21 ,aDd ~ iD ~  it l\:&1 tlto iDaDeial.tf'lllllth of the IIl&na«ing .... ~ 
tliat ,saved theDl, from, ~~ ~  liqui,d&t;jon. The ~  ~  .. of ~ indUllt9'! 
~  the banks' ftom renewmg the advance8, and had the industry had no othet 
agency to fall baell en, many of the ran om. woold almost certainly have bad to ~ 

down;' ,The III.me 'tlag h",ppened 'iD the jute and coal-mining inctustry ad ill tIM 
cotton industry. In the years when the Bombay cotton industry was in, a critiat 
condition, many more mills would bave gonl' into liquidation than thoac that actually 
~  ~  but for tlle ~  of the arent. t;o'-r the It ... tta .... lfta aIUl; their 
willingnel!ls or ability to lInan(',e at those timel." ,  , 

Which also is the evidence" U, , I. ~  of Sir purlJlotteldae 
Th,aIrurdas : 
, •• In the exiltlng statl' of llanking ~  it wall hardl.Y surpl'iaing that 
bailkl wete uli,..,lIlng to loek' up their f1l1lda in the eotton tndultry, and the DianagiDI 
agents carried tbe burden a8 well a. they Mult!. . ... ' .. JI1aBagiD, agents htl"" e'Vflt1 
inducement to persevere and to e,ontinue financing, inspired by the ~  II:nd the 
hope that recovery may be a matter of time. But the erialia 1aMeiI' ntlt long 
to inftiet serious _damage 011 the indu.triel and only the abiIit, of the mana.,inga,gents 
&ad their indepebdence of banking crdt enabled ~  to _Ai..,." 

No'W, Sir, another faetor which has got to be remembered'is this ; 

" P.II. 
that in India persons of experience and ability in 
industry are not unlimited. Unfortunately eV8Il ,up to 

the present time they are very few, and outside these -people who are 
....,.iog 8fleDtaor allllOOiated with managing artlbta it is diftleult te' find 
suitable men with suitable experience and ability and with, mitabte 
capacity for raising tinanee, who could 111n ~  J beUeve an 
ideal board cif' directors, of an ~  cOlilpartt,1tJ1l be' one wUl1 myiie1f as 
chairman and Prof. Rangli and Dr. Ziauddln 8.!1 the other directors. I 
'ec.n1d. "t.tfftd te.. the ·Jaw eue •.. :' .. " .. ;  , -,' 
.. ,; '. ~  And 110t 'Sir'MbcJy 'I1nd ~  Co"" 
:.¥fIhalnlK'· "  ' ' 

Ll!45LAD 
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',' The .... 9'Grable .. Brip8Ddra Biz'oar: No, DO : Uley are me&-eQr 
~ inen-I ignore them. : as 1 was aa.yip.g, I could attend to ~ bl,vt 

cases: Prof. Ranga will see to it that whatever profits are made, they go 
to the labourers, and Dr. Ziauddin w.ill solve the most· intricate' problmuB 
about strees and strain of machinery (Laughter) : provided; we apply 
nur mathematical talentM, with the help of Dr. Ziauddin it will be easy t'J 
convert imaginary profits, to substantial profits, on paper. 

I was about to read another passage from Mr. LokanathaB, where he 
aa.ys--and 1 read this as part of my argument : 

•• While it ill perfectly true that 3 reorganillation and adaptation of the IYltem 
to ehanged iDdllltrial eonditioDl in India may promote eftieieney, it IIhould Dot be 
forgotten tllat in eo far ae Indian industrial orgaDiaation depeDdll for the ultimate 
luceeall upon the eapaeity and iDterrity of the entrepren81lrl, it will have to rely fQf 
a long time to eome upon the very same person. who are now directly or indireetly 
auociated with th«! leveral managing agtliley firma. In one way or another, they 
Tepreaent the quiDteueJlCe of induatrial ability and aperience available in the eoUDtry 
'tlld whatever be the form of industrial control that ill deviled, they will UDdoubtedly 
remain the captains of iIIdUltry." 

Remove the managing agency system and you will get no money for 
your companies and these much-a\>used people will manage somehow to 
;go on, though not with the amount of success which they have now achieved. 
In this book it has been aa.id that because the managing agents have got to 
take financial risk, they sometimes-indeed often-have got to su1fer heavy 
losses. A general statement like that leaves no impression on the mind 
when we read 250' pages of " book supplied by the Bombay Shareholders 
Association where we find instances given, taken down with great care as 
they ought to be, (I am not complaining) of incidents where a managing 
agent has gone wrong. There is a complete silence about the other side of 
the picture, that is to aa.y, where they have behaved in quite a di1ferent 
way..... . 

Dr. ZiallddiD Ahmad : Only by the grace of the Commerce Member 
by' imposing heavy duty. . 

The HOllourable Sir lfripendra 8ircar : Dr. Ziauddin wantad to say 
something; but my powers of hearing are not sufficiently acute-I could 
not hear what he meant ; but 1 am told he has said something with which 
the Honourable the Finance Member agrees ..... 

Mr .•. 8&tyamurti: Obviously I 

The Honourable air Bripendra 8ircar: ..... and in the strength of 
that 1 am also agreeing although I have not heard what he has said. 
(Laughter.) 

Now, Sir, I will give certain instances. As I said in my opening 
speech, this will be rather tiresome and boring work; and I cannot accept 
my Honourable friend, Dr. Khare's idea of putting some ginger and pepper 
in it because this is a dry mass of facts. . . .. "  ' 

. Dr. If .. B.Kha.re (Nagpur Division: Non-Muhammadan) f . You have 
already done .it, and .you are doing it .even now . 

. The IJoDourable 8tr Bripendra 8ircar: That· 'is Dot my idea of 
giDger. I will go on as rapidly. as I can. I ",m''Dot meu.ti8D',t;he·.name 
of the managing agents although they can be easily found out, but I will 



, .' 
THE INDIA.N COMPA.NIES (AME1mJiElri') BILL. 

mention the names of the ~  do not want to give an unri_-
ury booming·to particular managing agents if I ean avoid it., ,·iwill 
take the Sutikdih Ooal Company. It 'W1!Int into liquidation on the 1.3th 
August, 1928: the managing agents had unsecured advancei8' to ~  

atent of neatly RI. 4 lakbs : after the creditors had been paid, .they 
~ Rs. 118,000, and they lost RB. 247,000. They have been tl'fintr 

during these p&stnumber of years to keep things going : they have been 
increasing the financial risk :which they had been taking, and supplying 
money. In the end the result was that they lost Re. 247,000. A 
managing director would never have bothered about it : he w0111d have 
closed down as soon as the Danks refused to lend them any further 
money ..... 

111'. Sri Prakua.: Were the managing agents in that cue drawing 
any salary all this time, and if so, what was that amount , 

. The Bonoura.ble Sir lfripenclra 8irc1l' :  I infer that my ~ 
frien'd,:' Mr. ,Sri 'Prllkasa,' by his qUeStion admits that he has not ~  
these matters at all. The managing' agents gave l1p very large amounu, 
lakhs and lakhs of rupees, to which I shall draw your attention : factS 
which can be proved from printed publications, authoritled. publications, 
aDd . not from any ~  infol'mation which I have obtained., 

Dr. ZiauddiDAbmad : May I just say this, that Mr. Sri Praka. 
asked him if the managing agents received any salaries during 'this time : 
,vill you please give that figure, and not only how much they Spent' We 
should also know how much they earned. . 

The Honourable Sir Nripendra 8ircar : Supposing I could have given 
the figure--at present I cannot· give him the amount which the agent 
earned-but supposing I did, what would have happened , 

Pandit Govind Ballabh Pa.nt (RohilIrund and Kumaon Divisions : 
NQn-Muhammadan Rural) : He would have added the amounts I 

The Honourable Sir Nripendra StrO&l' : Be would have added them : 
well, he may be saved that trouble ..... 

(Interruption by Dr. Ziauddin Ahmad.) 

If Dr. Ziauddin, who wishes to abolish the managing ageney system 
without knowing any faets connected with it, has the desire to learn, lam 
sure he will be able to pick it up in a couple of months' time. 

i Now, coming to No.2, the Brittania Engineering Company : it had a 
series of disastrous years : the advances due to the managing agent were 
to the tune of Rs. 10 lakhs. In addition they had to guarantee to the bank 
Rs. Ii lakhs : shares which were worth nominally RB. 10 had come down to 
Re. 1-8-0, ,and the loss to the managing agents was Re. 5 lakhs. I will take 
the Gopalichuk Company ; the present managing agents whom I would 
not name came in 1927 : at that time there were outsiders who were holding 
debenttlres, a certain portion was due to the banks and to other creditors 
the amount due from the company to the managing ,gent was to the tune 
of· RB. 6 lakhs. The ReportS and the balance sbeets of the company will 
l4tow that they have given lip their managing' agency allowances during 
aW theee Yllarl!l ;' froM the year 1927 ~  they have ~ nothing r 
&ad that· iIf 'llOt· .. -eha.f'IUlU!Jifdic·of'the inftila«iilg &«ettc,! oif' 'f;beJlJrital'lnis' 
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EDgineering ,('.ompany only. That has been happening every year in the 
Ahmetlabad Mills, as also in Bengal and Bombay and I shall have the 
opportunity of telling the House what is the amount of commission given 
up by them which they had earned, beoause the mills were badly off. The 
pOlnion of this managing agency firm WWl thllt they had t.o receive 8 
lakhs ; they had not charged any managing agency allowanee ; from 1927 
onwards they are struggling, and if the company ever proves successful, 
they may recover some of their dues but we can quite understand what 
financial risks they have undertaken. 

Now, Sir, I will take you to the Uussa Engineering Works. The 
managing agency advanced Us. 6,90,000 to the company without any 
security whatsoever. The company went into liquidation ; they could not 
Have it. They were agents of some motor companies ; J need not go into 
the history of the matter. Thc company failed i the managing agents tried 
their ~  best for years to keep their head above water ; they did not 
succeed, owing to trade conditions and the whole of the 7 lakhs which was 
advanced without any security was lost. 

Then, Sir, we come to the Kumardhubi Engineering Works, Limited. 
'fhe managing agents from time to time, as the balance sheets will sh .... , 
had to lend to the concern up to the tune of 22t lakhs, because without this 
finance they could not carryon, and money could not be obtained otherwise. 
In addition, the Banks called upon them to guarantee the overdraft which 
they had to. And here, in answer to my Honourable friend, Mr. Sri 
Prakasa, I may tell him that they had given up out of the principal, 6 lakhs 
of rupees, out of interest and commission Another 6t lakhs, and so 12! 
lakhs were given up hy them. They had not only charg!'d no managing 
agency allowance, but as they had to keep an officI' estAblishment, they did 
not charge for it whieh came to nearly 5 lakhs of rupees, and all this went 
out of the pockcts of t.he managing agents, and no charge was made to tpe 
company. 

T now come to the India!l Tann!'ries. It was starl,pd during the war. 
It had to be heavily finaneed hy the managing agents. It went into 
liquidation, because, Honourable Members will remronber, tlll're was a 
slump after the war. They lost 261 lakhs of rupees, and all throughout 
they had been bearing t.he establishment charges out of their own pockets; 
here there is no question of profit, but there is a distinct loss of 26, lakhs. 

I will now come to another Tea Company, the Redbank Tea Company. 
When the company went into liquidation, all the creditors were paid in full 
by the managing agents, but they themselves lost to the tune of Rs. 1,97,000, 
or .roughly 2 lakhs. This company had been nursed by the managing 
agents for nearly R years. It could not he turned into a success, and 
their total loBS, remembering that the share held by them were worth 
nothing, was nearly 5 lakhl. 

I shall omit some of the other instances and tell the House whether 
we have taken an imaginary figure of 20 years or whether a g811.uine 
figure has been taken based on experience, and but for a long term ~ 

~  managing agent would take  risks of this kind. Why ,should he If 
~  ~  ,that if ~ ,go ~  pOlSibly he ~  'never".reco.ver: hiJ 
~~ ~  ilt ~ ~ ~~~ ~ ~ ~ ~ ~~ ~ ~~ 
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practi4!able. llnder an ideal system we may have .no managing agency 
system, but Wider the prel;ent ('onditions if a company il; to be worked 
by Directors, and if the company is not 1<) be actually started until the 
whole of the "wrIting capital is raised, the Hhares of the cOIllJlHny are Mold, 
there will be vpry few industrial companies. These ideal conditions may 
COllW after a I'elltury or l-io,--I do 1I0t know,-iJut at any rate they lire not 
('orning in 11 hurry. lIowever, Sir, ulltil tliose ~  c(lnditiolls come into 
existp)w(', WI' have t.o legi:;late having r!'gard to the realities of the situation 
in Jndi:l, and not on an;v abstral't ideals whieh ~  placed hefore liS by 
tIH'orists. I alii not looking' at YOIl, Dr. Ziullddin. (Laughter.) 

Dr. Ziauddin Ahmad : But I am looking at you all right. 

The Honourable Sir Nripendra SirC6l" : Now, Sir, I will ~ ~ the 
Housc two mort' ~  het'ause OIl!' has something to do with Puhl ic 
T'tility comj)aniNt Onf' of the ']'ea Companif's in Assam, tlw Manipnre 
'l'ea Company waH totally destroyed by floods in 1929. '1'he garden was 
replnnted. 'I'he managing' agents went on suffering lm;ses up to the year 
1934, awl they had just made a small profit in 1985. All this t.im!' where 
was the money eoming from? Where were the shareholders Y Where 
were the 1Il('n who ~ S  the eaUf!e of labour 1 The money had to be 
found from the pock{·ts of the managing agents. 

Then, Sir, T will give one ~  instanee, and J shall hav!l done with 
instaneeH. lJet. us look at the Bleetricity Supply Companies. Th£'se 
eompanics at Bhagalpur, Mllzaffarporl" Clltta('k, Mirzapur and Mangalor£' 
ar£' financed by one managing agent. They were incorporatrd between 
1926 and 1930. It is not necessary to go into the details of eadl. The 
advances madr by the managing agents and their guarantees come up to 
nearly 12 iakhs of rupees. This 1.., ()I\(' of the forms of industry which 
l'equirrs, at least in this eountry, a pretty large nnmher of years before it 
tomes profitable. 'rhes!' companies,-T do not know if I can yet call them 
sUC'l'C'ssful, or wry suc!'cssful,-these companies have struggh'd through for 
.'·f'ars ill the hop!' of adlif'ving sueees."!, and thrse have bren kept U1) by the 
nHlllf'y of thf' managing agents. Now, during all these years,-T elid not 
WHllt to go into !It'tllils.-hut in d!'fpr('n('(' to my friend, Mr. Sri Prakasa, 
1 wOllld lik£' to inform him tllllt tl\(' managing aglmtR. in reHpf'et of t-hl'Re 
4 companieH, ~  up half. half. half and one-third of th"ir eommisl'lion 

~ the last four years. ami onr clln easily rf'slise that all t.heS£' C'om-
panics would have gone into liquidatioJl but for the financial help rendered 
~  the ~  agents. And again, in answer t.o my friend. J would like 
to ~  him another instanee,-I hn\'(' g'ot dozens of thrm, in my possesRion,-
if you tak(' the PapPI' Pulp COIllj)any.-I am now talking of giving up the 
manalling agency eltargps,--tht' Papt'r Pulp Company wall startf'd in 1919. 
For tht' first nine years it suffered henvy losses. and the profit and 10HN 
account after thr first ninf' ~  flhowp(] 11 d('hit of n!'arly 16 IllkhH. The 
advances mild" by the managing agents fltwtuatf'd between 15 to 2.5 laklul, 
and there has heen no managing agf'ney chuge made from the beginning, 
that is, from ]9'19 up to 1929, but in 1929 they t.ook a portion (If the cbarg68 
to which 'they were legitimatply entitled under the trrms of their managing 
agenl'y. . .. 

Sir, 1 ~ S  come, ,to the industries in Benita!. , Some ieea of 
~ qf ptherwi!ile Qf industries i.n Bengaican be gatb$'ed from -n.o 

~  ... ~~~ ~ ~  MQinp:tol¥ep,tion ~  Again, J .shall not mentioa 
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the names of the managing agents. Managing Agent A: has a large number 
of companies under his control. He ~  been managmg them from 1918 
to 1935. The capital of these compames came to nearly 5 crores ~ 58 
lakhs. Some idea of the size of the industrial ventures can be obtalDed 
from the fact that the paid up capital is over five and half crores. Upon 
this eapital, during t.he 17 yrars from H)] 8-1 935 tax free dividends were 
paid to thc extent in round figure.<; of ~  18 crores, bonus ~  .am 
told by my IIononrabh· friend, Mr. JOShI, that honus share ~ a hornble 

~ and that it should not be ~  with a pair of tongs, but. if T were 
a shareholder 1 would welcome bclUus shares-bonus shares were issued to 
the extent of !ls. 2:1 lakhs, cash bonuses distributed, R.,. Ii crores. Manag-
mg Agent No. 2-1 won't give you the name ..... . 

Pandit Lakshmi Ranta Maitra : These,. are European companies' 

The Honourable Sir Nripendra Sirca.r : Does that make auy differ-
ence? I will answer that in a minute, Yes. But one of the companies 
whmw record is equally ~  and whose figures are equally large, bas an 
English name. it is Messrs. Martin lind Company, but reaUy its senior 
partner was an Indian Ilnd there are other Indian partners. I am talking 
of Messrs. Martin ane! Company. During the time that there was slump 
in the tradr, I know from first hanel information from the late Sir Rajendra 
Natb Mukherjee that over Rs. 50 lakhs had been advanced by Messrs. 
Martin and Company to the different tea gardens in Assam and elsewhere. 
'fhe position was extremely perilous. No bank would advance a single 
farthing to any of these gardens having regard to the condition of the 
industry and here were the managing agents going on, striving their 
hardrst, to keep the companies goiug, and ultimately although they could 
not make profit for yrars they have been saved from liquidation and they 
are still going on. Hut my Honourable friend, Pandit I,akslimi Kanta 
Maitra, is quite right in thinking that managing agents Nol'!. 1 and 2 are 
British. 

Pandit Govind Ballabh' Pant: For Bengal use A and B, and not 1 
amI 2. 

The Honourable Sir Nripendra Sircar :  I said managing agent No.2, 
bllt out of deferrnee to my Honourable frielld, Pandit Govind Ballabh 
Pant, I shall now call him managing agent B. 
Pa.ndit Govind Ballabh Pant: I,eave that to the Honourable the 

Home l\Irrnher, Puhlie Enrm.v No. l, Puhlie 1<"}nemy No.2, and you restrict 
yoursI'll' to A IInel B. (l:f1l1ghtrr.) 

The Honoura.ble Sir Nripendra Sircar :  I am sure that Illy Honour-
ahle fripnd, Sir II. 1'. l\fo(ly, will say Puhlie Belwfactor No.1 and Puhlic 
BClIPf/lc'j or No. 2. ~  1'IIanaging ltg-rut Bruns 31 different 
c:Olnpullips. The paid up capital of tlll'!'lr companies is nearly 31!3 crores. 
Thr mnrkrtvalur of diP shares jo(lay, if t"lH'Y are ealf'ulate(l from allY of 

~ fi'mmcial ~  is ci\·prRs. 71 crores .. They. ~ dis.txi\lUt.edtax· free 
divirlrnc1R to thp.. extrnt of 11s. ~ ~  and not 8. ~  creQitor has. ever 
lo'st Ilny monpy· ~  far' ·aR tlH'Sp'· cOlitpani·PR are concerned: Now, Sir, my 
lIonourablf' friend ask I'd JIll' about the British managing agents. May I 
klso givf' hinI eertain 'figttreR about the Ahmedabad mills" ; I" may tell my 
Honountble friendR that thf'lle figurf'R for Ahmedabad,· and in fact,· evett 
matter relfwan,t ·to Ahmedabad 81'1' ~  pakyt.fl nnB ·no.w froth 'ifiri'femory 
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which has been published 'by one ~  Navalrai. He sent free copies to 
every ?ne of us, but, of course, that was with a view to urging that the 
managmg agency system is rotten, and the figures quoted in his publication 
may theref.ore be relied upon as not being friendly concoctions to support 
the managmg agency system. 

Mr. M. A. JiDDah (Bombay City: Muhammadan Urban) : May I ask 
the Honourable Member whether it is open to any Honourable Member now 
at this .stage of the Bill to move that the managing agency system should 
be abolIshed? It seems to me the Bill had gone to a Select CQmmittee and 
that Committee have made their report, and one of the basic principles of 
the Bill is that the managing agency is accepted. The only question is 
how it shOUld be improved or how the evils should be cured. Is it necessary 
for us to discuss the question whether the managing agency system should 
be abolished straightaway 1 

The Honourable Sir Hripendra. SircM : As this is not a point of 
order, all I will say is this that. I am not discussing it from the pOint pf 
view that the managing agency system should not be abolished. But I have 
got t.o justify why they have been given 20 years, why they have not been 
directed t.o be shot. at sight. I have got to explain how long the nursing 
has got to be done by the managing agents, and what is the amount of 
risk they take and so on, and it is wit.h a view to show that to proceed 
further than wha1 we have done in the Bill will be an expropriation whieh 
is Il,ot justified by ttw nccessitie8 of the case and which will not be fair to 
the existing managing agents in spite of the abuses  which in some cases 
have been proved. That is t.he point of view from which I am addressing 
this HOu/le and not with a view to arguing the question of abolition. I 
think] told the Ilollse,--of course, these interruptions are not welcome at 
all-1 was tl'lliug Hit' lIousp the reasons why we are giving managing agentfll 
20 years, how we are trying to justify it. After that, I went on rElading 
out Home figures. I do not see what justification there is for suggesting 
that I aUl now urging the i8sue as to whether the managing agency should 
bp hbolished or not. J think I was talking of Ahmedabad although this 
unne('pssary in1erruptiou rather takes me out of my line---my Honourablp 
friends will find from the book to which I referred, at page 204, that in 
193:J-I am giving the figures of one year and not of all the years-they 
gave up out of B.s. 41 lakhs of commission earned, I mean, hy aJl the 
managing' agents in that year, in 1933,-()ut of Rs. 41 lakhs they gave up 
Rs. I!i lakhs. Some did not give up, or rather a few did not give up, oth!'rs 
gave up very negligihle proportions, but as against that, there were mill,; 
which gave H,P the whole of their commission for a Heries of years. 

Thpn, the next matter to which I would draw the attention of the 
Housp is about the 20 yearR whieh is proposed to be given by the Bill to 
the existinJ? and new managing agents,-T 11m not ~ of abolition but 
of the 20 years which is proposed to be given to t.he existing managinp: 
agents. May I remind the House of the opinions which have been 
reeeived? I have made Il careful analysis of the hundred odd opinion!! 
whieh have been received and I will give the result of my summary. , If 
r ~ 'made an. occasional mistakE';; my Honourable friendR will pardon 
me; b'lt 'I have ·thkPri care to'see that this is not 'W-fOrig. The p,osition if! 
tltis.', 'Obt'dt' these'over ;100 ~ ~  -vvi!' ha:ve 're8e'ivt?d, 'r ~  it 
fill ~ ~ ~  thllt ~  ~~  ~  i\piiiiijns,' ~  

~~ of ~ ~  ~~ ~  ~ ~ ~  
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which waut more than 20 years, either 25 years, and I believe in one case 
the ~  Chamber want ao years. Those are 21. Now, these are 
:n and those who wIlnt shorter periods I shall give them to you in a minute. 
'l'ill'Y are four ill llumbpr. 1 give you rapidly names of associations and 
persons who are not satisfied with 20 but wallt 25. 1'hey are the l1"'edera-
tion of the Baroda State Mills, the Maharashtra Chamber, the Bengal 
Chambpr of  Commerre, Dr. K. 1\1. Malaviya, the Upper India Chamber 
of Commerce. The Ahmedabad Mill Owners ASSDciation, the Indian 
Mprehllnts Chamber, the lV£illowners .Association of Bombay, the Govern-
mt-nt of Bengal, the Chittagong Chamber of Commercp, the ~  

of Indian Chambers, Northern lndian Chambt'r of COIDllI!'l'el', tlw Burma 
Chamber of Commerce, the Goyernment of Burma and the Burma Indian 
Chamber of Commer('e, the :\Iarwari Chamber of Commerce, and the 
Bomoay Shrotfs' Association. They want little more thun 20 years. The 
fOllr who want shorter periods are the Registrar of Companies, Sind. He 

~  fivp years. 'rhp Registrar of l'. P. HUggpsts 10 years, although his 
opinion does not agree with pither the Chambers of Commerce or Indian 
opinion tht'rt' or with lhe ~  Governmpiit. He, however, suggests 10 
~  Then, tlir, to he absolutely exhaustive, one Mr. S. B. Pandya an 
aud itoI' SHy!!! that Rt'Yen years should be given. Then, the Rrgistrar of 
Bpllg'ai am1 tIll' Bomhay SharehoklNs are thp last. That ~  for 
Ilbout 25. 

An Honoura.ble Member: What do the Bombay shareholders want' 

The Honoura.ble Sir Hrip.ndra. Biroa.r : That is a long story. The 
three Iltages are zero, then one or two. Then it is 5. I speak fmbject to 
corrl'etioll. 'flit' opinions arp altogether 130. Of this, lOll art' satisfied, 
becall.!!e they made no comment8 on the period. There are some of course 
who do not. dplil wit.h managing agent.s, for example, thp Lloyds' Bank. 
1 am omitting lhpm all they arp few. It is only to give the Hom.;e a rough 
idpu. lOG are satisfied with 20 ~  21 want longer ppriods and four 
iududing Sind and Mr. Pandya aRk for shorter periods. 

Pandit Govind Balla.bh Pa.nt: 105 are silent. , 

The Honoura.ble Sir Nripendra. SireaI': They arl' !'lilem OIl the 
qlH'st.ioIl of t.he pt'riod. Tht'y arp not. !;ilent., not all of them, on the 
question of thl' managing ~  For instaner, some of them deal with 
l'pmIIDt'rlition or abont ~  anrl so on but. thev &rt' silent about the 
period. 1'\ow, HiI'. it may be said after all most. of them are merchants. 
Whal ahnnt th(' "harpholderH. Bombay is oppospd, as T have said. There 
art' OlllY two otIH'j' ~  of sbareholrlel·s. One iii t.he Northern 
India SharehoiUers. The other is the Calcutta shareholders. They do 
llot objt'ct to 20 years. T,lle Bombay Shareholders AMociation alone 

~ thp opiniolls rt'ceived from shareholder8 ask for shorter period. 

Mr. IlL •. hey: Do they support it 1 

The Honoura.ble Sir Nripendra.8irear : As T ~  to myfr.if"M, 
Pandit Pant, tlJpy do not ~  comments on the question oIthe period 
hnt tht'y do ~  eOJl).n.lI'Jlts on other ~  ~  to . ~  ~~ ~ 

~~  101' ~~ ~ ~ ~~ ~  .. ~~~ .. ~  ~ ~~ .. · ~  ~  ~  
~ .. ~ ~ ~~~ ~~  0,F.. 0lH'!; ~~  8t. 2R ~ ~  _ ~  yp¥ r ~ 
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commercial bodies which are content,'as they do not make any adverse 
criticism on our suggestion for 20 years, are, I proceed very rapidly, 
the·Uangalore Trade Assoeiation, the Karachi Chamber of Commerce, ~ 
Karachi Indian Merchants Association, the Cochin Native Joint Stock 
Ltd., the Southern hulia Chamber of ~ ~  the Punjab C4amber of 
Commerce, the Bombay Exchange Banks Association, the Bengal Mahajan 
Sabha, the Muslim Chamber of Commerce, the Trades Association of 
Madra.'l, tIl(' Bengal National Chamber of Commerce, the Madras Chamber 
of Commerce, the l\1ysore ChambE'r of Commerce, the Indian Tea Planters 
Association, the Native Share and Stock Brokers Association, Bombay, the 
ME'rehants' Chamber U. P. and the Burma Planters Association. I am. 
right in saying, without being bruilty of exaggeration, that really the support 
is overwhelming in favour of our proposal for 20 yearl!. 

:Mr. Sri Prakasa: What do the managing agents themselves wallt 
after a.ll th!' losses th!'y have suffered Y 

Sir H. P. Mody : Perpetual tenure. 

The Honourable Sir Nripendra 8irca.r: Mr. Jinnah is absolutely 
wrollg there. They do not want perpetual tenure. They ask for 20 
:VI'IU·S. 

Mr. II. A. JinDah : I must protest against what my Honourable frielld 
said, I did not say a word. 

Sir H. P. Mody :  I said it. 

The Honourable Sir Nripendra. Sircar : 1 am very sorry. Now, Sir, 
the Bombay Chamber of Commerce are sa.tiHfied with 20 yearH. They 
,10 not W81it more. The Bengal Chamber of Commerce takes that view 
but the Iudian M.ercha.nts Chamber. the Federated Chambers and th6 
Indian Mercantile interests, most of them want 25, with the exception, 
T helie\·e, of the Federated Chambt'l's and a.nother who ask for 30. That 
iN the position. 

Mr. Sri Praka.sa. : What do the managing agents themselve8 say' 

The Honourable Sir Nripencira Sircar: Thert' is no assoeiatioll of 
JIIHlluging agents. 

Mr. Sri Prakasa: They might have submitted their opinion. 

The Honourable Sir Nripendra Sircar: Thcy might have but they 
havtl not. 

Mr. M. A.. J1nnah : May I take it that the Government have not tried 
t.o ascertain what the managing agents, who are vitally concerned. would 
like to have. 

The Honourable Sir llripendra Sirca.r : For the obvious reason that 
~  were very ably reprcRented on the advisory committee which had 

its <.;ittings for ten days at Delhi. 

Mr. K. A. ~ : Then you have ascertained their opinion and they 
(U'e c(lntent with ·20 y.ears . 

. ~ lIODOUJ&ble.ir .ripendra8ircar: That is partly true, ~  

untrue. ' 
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Tbe B0D01II'abie Sir Nripendra lircar : I am coming to that. If tho 
l-lonourable Member thinks that he will prevent me from going on with 
my I:Ipeech with these interruptions, he is very much mistaken. It will 
~  a little longer time. 

111' ••. .l.. JDmah : I am not used to that sort of practice. 

The Honourable Sir Nripendrr. 8ircar :  I am not giving way. I do 
not think my friend has any right to speak, now. What t'hey wanted 
was this. They wanted 25 years, but, subject to this, t'hat, at the end of 
20 years, the shareholders will have the right to get rid of the managing 
agents by a Resolution. So they really wanted 25 years subject to 
dismissal after 20 years if a Resolution was passed-20 years certain and 
five years dependent on the good wishes of the shareholders. That is what 
they wanted but that is not w'hat was accepted by the Bill. What was 
accepted by the Bill will be found in the provisions which are before· you. 

Now, I want to say one word about the position of the Government in 
the matter of ~  existing managing agents. So far as the existing 
managing ~  are concerned our position is that it is quite true that 
we have not relied absolutely on what is called the sanctity of contract, 
and that as a matter of fact the abuses which have been proved justify 
our going to a certain extent to propose legislation which is expropriatory, 
depriving people of their vest.ed rights under agreements-so that we made 
no fetish of sanctity of contract. On the other hand, we take the view that 
the sanctity of contract is not to be brushed aside al:l has been done for 
instance by the Bombay Shareholders Association. Who say, "what is 
blatantly spoken of as the sanctity of contracts". We cannot take that 
extreme view. After all, we cannot be expected to take the view that the 
moment we find a contract, it ~ the business of Government to destroy it. 
We are not prepared t.o go an inch beyond the proved necessities of the 
case where it involves the taking away of people's rights under contracts. 
Sir, opinions are bound to differ. There are no chemical balances by meanl 
of which you can exactly weigh rival considerations. But baving given 
the best consideration to that fact for a pretty long time, the proposal which 
we have made, viz., that twenty years should be given to the existing 
managing agents, as also to the new represents the limit to which the 
Government are prepared to go in.this matter ; t.hat is to say, we are not 
prepared to 8e(,l'pt a ~  periori for file existinll managing agents. Rir, 
t.he further reasons, put very sllccinctly, are these, that the fact that t.he 

~ ~ agent has ('ontinllrcl for a rertain numbElr of years, let us say 
that he is continuing for ten years or twenty yrars-I Hm t.hinkinl! (If the 
amendment. which W/lJ! suggested by my Honourable friend, Pandit. Govind 
Dallahh Pant,-I say that  that indicat.cs not.hing. After all, the idea is 
t.hat if he was in posRession for t.wenty years, he mw,t. hav!' Rufficient.1y 
fattened by t.hat time t.o make room for strangers, I say the facts do not 
justify that conclusion. I have !liven some instances, and, if necessary, 
when the clauses are discussed, I will give more, to show that it is possible, 
and it has happened, t.hat. managing agent.s in possession for thc last fifteen 
or twenty years have really got nothing or, having sllft'ered, it is only 
during recent years that. t.hey have turned the col'ner. Why should BDch a 
ntan be turned out·jnfavoul' of a .st;raQger. to ftOM:\Ve am willing to give 
twenty years , 

Mr. 11 A. JiDDah 1 1'kere-,is-. ;'resh agweemlJlt. ,t J,n rd. A. (-Ii. ,,.,1 
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The Honourable Sir Krlpendra 1ircU: I do not mind the interrup-
~  The oth:er argument which is adv$nced is-what have they got to 
fear' If they arc good men, they are bound to be reappointed. Sir, 1 
am unable to accept this contention and for this reason. Experience haa 
shown that when the managing agents can be removed-which situation 
very often arises on account of the financial weakness of the ma.naging 
agent,-that is the time when an attempt is made by speculators to corner 
shares, and to get rid of the managing agent to capture the profits which 
would be due to him. If I may put it in the language of Mr. LokanathaD 
at page 228 of his book. I  I Industrial Organization in India "  : 

I  I Few pellOlI8 bave underatood the IipifieaDce of the cornerinK aeUnt)-on the 
Bombay Stock Exchange and ita diaastrOUI couequeneel. Since the manaltlment of a 
eotton mill eompaDY is in the hands of agentl who at the ltart control a majority of 
........ , any wealmees in their poution leadJ to a speculative aetirity Oil the part of • 
amall group of parlOllS who want to drive them away ADd get colltrol of the company 
ill their IuuulI by bocoming holden of a majority of aharw ... d to earn the agency 
eolD.D1iuion. . . • . .  A body of speculative capitalists are aiwaYI ready to take tlle 
initiative at the lIrst touch of adverlity and it i8 the exiltenee of thil eleDleDt that 
mppliel the key to the corneriags of ,ottoll mill Iliar. in Bombay." . 

No'W, Sir, I shall be told, well, there is no question of financial wealmeas 
here. The managing agent is going out because the statute orders him to 
go out. But what I want this House to dispassionately consider is this. It 
is not the eireumstances of his going out, but it is the fact that he will go 
out that induces speculators to behave in the way which has been described. 
This canvassing, this cornering of shares, all this take place,-why" 
Because, if I can turn out the ot'her man, I will get the managing agenc,-. 
Therefore, I am not impressed, 80 far as I am concerned, by the argument, 
II oh, if he is a good man; he haa nothing to fear ". That is not what 
bappens in the business world, judging by past experience. Statutory 
termination at the end of less ~  twenty years will create the same 
situation as that described in this book and create it too soon. Then, Sir, 
our next contention is that the equities in favour of the existing mAnaging 
agents are certainly stronger and higher t'han in the case of the new ones. 
They are the people whose rights we are con1lscating by Statute. They have 
the right to go on, and we are preventing that by Statute and I say there 
;Ii! no re880n whatsoever why they should be treated more rigorously than 
the new managing agents. Another argument Which has been advanced 
is-and this was advanced in a letter which I received a week ago-"' well, if 
fOU continue the old managing agents for twenty years, you allow them 
to earn commission on a wrong basis, on an undesirable basis, for instance, 
a commission on production". Now, Sir, a eommi88ion on production, I 
am willing to agree, is an undesirable provision. There, again, I do not 
want to tire this House out, but I state these facts after looking into it with 
a certain. amount of c·are. It would appear that of the 77 mills in 
Ahmedabad-I have only got fi!lUreB up to 1933-on]y 28 are entitled to 
a commission on production. The rest are not. Of the twenty-eight 
again, (you can trace the history of eaen one year by year from the boob 
which have been published), nineteen have given up sometimes the whole, 
sometimes a half and sometimes a substantial portion of the managing 
ageney year after year. The fact remains, t!herefore, abuse may be 8US-
pected in the case of nine mills out of 78. I do not say that nine mills 
which are not accounted for are: -.gailty of any abuse, I do -11M eharge 
anybody with anything-but the possibility of abuse is limited to nine out of 



, 'TIOTH SEPT. 1936 • 

.• ~ ,.... '. _.' ~  .... ,; . 
. [Sir ~  Sitear;]' 
1B mills'is the point to bear in mind. 'If'there was &fly substance; in 'the-

~  that this undesirable System has led to production &ilhply because 
tbe managing agent wanted, to in1iate the commission due to' him by an 
increase of production, it is absolutely incompatible, and irrellOncilable 
With the fact that year after year they have been giving upa very large 
pc;tition 'of' the commissions earhed'· on this basis. ' 

. lhen, Sir" one must not ~ ~ S  ofproportiQll. After all, 
Ahmedabad may pc.a· great ~  'the paid up capital of ,tILe A.bmedabad 
mills-talking of the year }933-is only 4i crore8, whereas the paid up 
oapital (do all the, British Indian companies is in the region of 800 crores. 
So, Ahmedablld represents' on1y' 41 crores out of 300 crores. Out of that 
4t ~  as 1 have ilhowil, if ~  ~  abuse of'ij).e production 
cOinnUssi9n, it ,is poss,illie ,only iu ,9 out of 78 calles.' Further, in, the long 
dOcwnentswhich we have been asked to read and in ~ pattlpblets which 
bave been issued, it ~ been' 'impressed :upon ~  '\yha,t is. obviously correct; 
that this is an ~ S  "system, ::til fact, with which, ,I' ~  agree), 
b,lt no instance has been 'given and I am waiting to hear instances being 
given by others in ,this, Honse, of managing agents having ~  

p,roduced ,goods for incre8IJing their commissioD. Ithss: DOt' been sho'W1i 
Uiat in a particular 0&6& the managing agent ,bad been going on producing 
goods!i\imply for, increasing his commission.' . No trouble had been spared 
~  making out the oase of abuses prevalent under the managing agency 
vstcm. ~  I ~ not found !lny tangible case ~ ~  the-oontention 
tbat the 8ltuatlon 18 not a deSIrable ,one. The questton 18 why the small 
traction of4i Ol'Ores out of total of 300 cror-es, is .assumed to be Japnble 
of earning unconscionab}eprofits for 20 or 25 years-why if they may 
De Ituspected of going OD with abusing the commission, system' Why 
should ~  oV6l'whelming majority of managing agents to whom these 
considerations, do not apply, why should they be hit'· For the sake of 

~ ~  u.e you going to hit the remaining 199' Are they to bo 
expropriated because a ~ minute fraction are capable e:J}ohypothesi of 

~  more money than they ought to by misusing this system' I 
,:entw'e to submit that from the evidence received 80 far there is, really 
no <:ase for mducing us to change the conclusion at which we ha\'e 
arrived. 

Now, Sir, I will briefly refer to some of the speeehp.s which have 
been made. My Honourable friend, Mr. Ananthasayanam Ayyangar, 
wants a Board of Control. Now, 88 a Member of Government I have 
really been very much flattered by the suggestions which have been 
made from time to time by 80me of the Honourable Members. They 
bays said : •• Do not tmst the managing agents; do not trust the 
directors because they are all cheats; do not t.rust the sharehOlders 
beeauRe they are all fools ; but trust the Government to do the right." 

An Honourable Member: Not the present Government. 

The B'OIIOUJ'abte Sir ltripadra I!Iroar : There may be non-omcia1. 
l'epreRentatives but the Government's finger will be there right enough. 
You want a Board of Oontrol. you want the executive really to have 
pOWI!r to make or dUll' the indtJstrial -eoncems. I would hOVe thongllt. 
tat I; BOIl-oIlcial wtrtdd have skUD_d' diU. idell Of ~ ~  

intMferflme. ' 
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1Ir. Iri PraIaIIa: We want a better Government also. 
The Honourable Sir IifripeDdra Sirear: Weare legislating for tho 

present Government. When the better Government arrives, there may 
~ no laws. (Laughter.) Now, Sir, Mr. Avinashilingam Chettiar made 
a suggestion which, I venture to submit, required serious considerution.· 
The House will remember that he made certain criticisms, int,o which I 
need 110t go in great detail. I refer to the section which relates to the 
removal of a director after conviction in Court. The point which he made 
was that there was no necessity for finding of fraud against him 
followed by conviction in Court and that to be followed by a resolution. 
All that is unnecessary, is my Honourable friend's contention. Thinking 
ovel' that, a solution seems to me to be probable which I would beg my 
friends on the opposite side to seriously consider. It is this. I find that 
under the law the  managing agent is liable to be removed for pecuniary 
misconduct, whether it is a case of embezzlement or theft or cheating or 
misappropriation or fraud. He is equally removable in case of negli. 
gen<!c in business or conduct calculated to injure the employer's bu",iness. 
H(' is also removable for incompetence or permanent disability. Now, 
what I am driving at is this. Under the common law the position of the 
company is, indeed, very strong. The company need not go to Court; 
it need not get anybody convicted. The company decides that this man 
is guilty of misconduct or is guilty of fraud or it hall been proved that he 
is a criminal and so on and proceeds to dismiss him. Then, no further 
ceremony is wanted. The other man has got to go to the Court and sue 
for damages for wrongful dismissal. But Honourable Members may 
inqure : if that is so, why does it not happen' That is because in many 
articles--I will not say in all articles--there are special provisions. For 
imitance, there may be a provision that he is not to be removed unleslJ 
he ha'il been convicted of cheating or that he has been found guilty, by 
Court, of fraud. Then there are special articles in some cases to the etfect 
that in case of conviction in Court or in case of proof of fraud and negli. 
grnce, there should be a meeting of which 12 months notice should be 
given individually to every  shareholder and four·fifths of the members 
must he present at the meeting. There are such provisions in some 
companiell. That has been avoided in the English Act by their intro. 
ducing section 152 which makes all such stipulations void. What I want 
my frit'nds to think over is-and there is plenty of time yet-whether 
we cannot proceed on those lines. That is to say, let the managing agent' 
or offic!er remain subject to removal under the law of the land on all 
f.hf'se f!rounds but take away the protect.ion which is afforded to them by 
these "ery peculiar and special articles in many of the managing agency 
agreemt'nts and in the articles of companies. I am quite willing to'pursue 
that line and see whether that is an improvement on what we -have done. 

Mr. President (The Honourable Sir Abdur Rahim) : Would IhP. 
HOllourable Member like to stop at this stage' 

The Bonourable Sir Iifripencir& Sircar : As you please, Sir. 

The .Ailsernbly then adjourned till Eleven of the Clock on Friday, the 
11th September, 1936. 
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