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LEGISLATIVE ASSEMBLY.
Thursday, 10th September, 1936.

The Assembly met in the Assembly Chamber at Eleven of the Clock,
Mr. President (The Honourable Sir Abdur Rahim) in the Chair.

QUESTIONS AND ANSWERS.

-

EXAMINATION BY AN EXPERT OF THE FINANCIAL PoSITION OF THE RAILWAYS,

267. *Mr. 8. Satyamurti : Will Government bg pleased to state :
(o) whether they have come to any conclusion as regards 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
(¢) what their conclusion is !

The Honourable SBir Muhammad Zafrullah Khan : I would refer the
Honourable Member to the reply I gave to Mr. Ananthasayanam
Ayyangar’s question No. 84 on the 2nd September, 19386.

Mr. 8. Batyamurti : Have they since received any kind of recom-
mendation, with regard to the examination of the financial position of the
Railways from any authority or Committee ¢

The Honourable 8ir Muhammad Zafrullah Khan : Recommendation
from whom

Mr. 8. Batyamurti : From any authority or Committee, with regard
to the examination of the financial position of the Railways 1

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

Mr. 8. Batyamurti : With reference to the answer to clause (b) of the
guestion, is there any question under consideration by the Honourable
Member, as regards the importation of experts from countries other than
Britain ?

The Honourable 8ir Muhammad Zafrullah Khan : The whole question
is under consideration, but I have no specifie proposal of that kind under
consideration just now,

Mr. B, S8atyamurti : At what stage, does this consideration stand !

The Honourable Bir Muhammad Zafrullah Khan : 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 A
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Ms. 8. Satyamurti : Is it anywhere near the stage of final decision ¢
The Honourable Bir Muhammad Zafrullah Khan : I hope so.

12689,

APPOINTMENT OF A COMMITTEE TO EXAMINE THE WORKING OF THE OTTAWA
TRADE AGREEMENT.

269. *Mr. 8. S8atyamurti : Will Government be pleased to state :

(a¢) whether their attention has been drawn to the question and
answer in the House of Commons on the 14th May, 1926
to the effect that the Under Secretary was not in a position
to make a statement gbout the proposal of the Government
to appoint 4 Committee to examine the working of the
Ottawa Agreecment ; and

(b) whether the Government of India have been consulted ?
The Honourable Sir Muhn.mmad Zafrullah Khan : (a) Yes, Sir.
(b) No, Sir. '

Mr. 8. S8atyamurti : Was this answer given by the Under-Secretary
of State without reference to the Government of India ¢

The Honourable 8ir Muhammad Zafrullah Khan : 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. 8. 8atyamurti : Since the answer, has there been any éommunica-
tion or correspondence between the Government of India and His
Majesty’s Government, with regard to a Committee to examine the
working of the Ottawa Agreement ?

The Honourable 8ir Muhammad 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
was 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.

w

CONSULTATION WITH GOVERNMENTS CONCERNED IN THE OTTAwA TRADE
AGREEMENTS re THEIR CONTINUATION.

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

(a) whether their attention has been drawn to the question and
answer in the House of Commons on the 19th with regard to
the invitations to the Governments of the countries concerned
in the Ottawa Agreement with a view to continuing those
agreements in the same or another form ;

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

(¢) if so, whether they have been approached 1

VR t This question was not put by the questiomer.
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The Honourable 8ir Muhammad Zafrullah Khan : (a) Yes, SisM

(b) No, Sir.

(¢) Does not arise.

Mr. 8. Satyamurti : What does this answer ‘‘ No '’ mean t Does it
mean that they have ascertained from the United Kingdom Government,
whether they propose to proeeed by way of diseussions with individual
(Qovernments, or they have not ascertained

The Honourable S8ir Muhammad Zafrullah Khan ; The Government
of India were not concerned to find out how the United Kingdom Gov-
ernment proposed to proceed with regard to the Dominion Governments
in this matter, and therefore they did not try to ascertain anything of
the sort.

Mr. 8. Batyamurti : 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 Ottawa business, apart from dealing with
India just now %

The Honourable 8ir Muhammad Zafrullah Xhan : I have no informa-
tion.

Mr. 8. SBatyamurti : Will he find out whether, in dealing with Great
Britain over the Ottawa negotiations, the other Dominions are being
consulted, or the matter is being dealt with mainly between the United
Kingdom Government and the Government of India ?

The Honourable 8ir Muhammad Zafrullah Khan : Does the Ilonour-
able Member mean simultaneously, the United Kingdom Government
consulting the Dominion Governments ! '

Mr. 8. Satyamurti : I am asking whether in the negotiations between
India and the United Kingdom, the Dominions come into the pigture at
all, and if so, to what extent ?

The Honourable 8ir Muhammad Zafrullah Khan : So far as I am

aware, No.

DiscussioN oF THE REPORT oF S OrTo NEIMEYER IN THE LEGISLATIVE
ABBEMBLY.

271, *Mr. 8, 8atyamurti : Will Government be pleased to state :

(a) whether they will give a day for the discussion of the Order
in Council relating to the Neimeyer report ; and
(b) if not, why not 1

The Honourable 8ir James Grigg : (¢) No.

(b) I do not think that any useful purpose will be served by such 1
discussion,

Mr. 8. S8atyamurti : May I know whether my Honourable friend
considers that no useful purpose would be served by discussing it, when
the Assembly has had no opportunity at all of discussing this Report or
the Order in Council ?

The Honourable Bir James Grigg : I am aware of the circumstances,

but Parliament has taken its decision. That is the reason why I say that
L245SLAD ) ' A2



740 LEGISLATIVE ASSEMBLY, [10rE Sepr. 1936,

no uaeful purpose will be served by discussing it here 1t’ will be like
flogging a dead horse.

Mr. 8. Satyamurti : May I know whether the Government has any
intention of taking public opinion into account, with regard to the sound-
pes. and the workability of these proposals ?

-‘The Honourable Bir James Grigg : 1 don’t think public opmmn 8 1o
the soundness of the proposals at the moment is very relevant. The
future course of events will show whether they are sound or not, and
unfortunately it is not publie opinion, but I who have to cope with that
in the immediate future.

Mr. 8. Satyamurti : May I know if the Government of India are
aware that the certificate required by the Government of India Aet as to
.the financial solvency of the Federation is given on the basis of Sir Otto
Neimeyer's Report or the Order in Counecil thereon %

The Honourable 8ir James 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 provineial autonomy could
properly be started, and that is the only respect in whlch it is relevant in
this conneection.

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

The Honourable 8ir James Grigg : I think, if my memory serves me
correctly, 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’s
Government taking all the facts and circumstances into aeccount, but I
bave no doubt one of the circumstances which will have to be taken into
-aecount is the extent to which the estimates on which the Report of Sir
Otto Neimeyer’s Report is based turn out to be justified.

Mr. 8. Satyamurti : May I know whether the Government of India
expect to be consulted by His Majesty’s Government, before they recom-
mend to Parliament, that Federation may start because they are satisfied
as 1o ils finaneial solvency !

The Honourable 8Sir James Qrigg : I should imagine so.

Mr. 8, Batyamurti: May I know whether they will consult this
House or public opinion, as to the soundness of the proposals 1

The Honourable 8ir James Grigg : I think that is looking too far
ahead at present.

Mr. 8. Satyamurti : When is the Federation expected to come ?

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

Poricy or RECRUITMENT TO0 THE DEHRA DUN INDIAN MILITARY ACADEMY.

272. *Mr. 8. Batyamurti : Will Government be pleased to state :

(a) whether any attempt has been made to improve the policy of
recruitment to the Dehra Dun Indian Military Academy ;
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(b)_ if 80, what thoqg steps are ; and 3
(¢)- if not, when such step will be taken ? I~

Mr. G. R. F. Tottenham : (a), (b) and (¢). Government do not admit
that the poli_c%r stands in need of improvement, so far as the open examina-
tion for the Indian Military Aeademy is concerned, but as the Honour-
able Member is aware the whole matter is under consideration. In order
to provide increased educational facilities for Indian “Army cadets, the
dourse at'the Kitehener College, Nowgong, has just been extended to two
veéars.  After undergoing this course the edueational qualifications of
Armny nominees to the Indian Military Academy should reach a higher
standard.

. Mr. 8. Batyamurti : With regard to the recruits outside the army,
may T know if the Government of India are satisfied that they are getting
the right type of cadets for the Dehra Dun Academy ?

Mr. G. B. F. Tottenham : Yes, Sir.

Mr. 8. 8atyamurti : May I know, thercfore, this Committee, which is
now sitting and which, I think, is going to meet again this Session here,
is concerned only with the reeruits from the ariny, and not outside ihe
army ?

Mr. G. R. F. Tottenham ;: The conference which is now sitting is
concerned with clearing certain doubts in the minds of Honourable
Members as to whether the quality of the candidates for the open examina-
tion is good enough or not. '

Mr. 8. Satyamurti : But Government have no such doubts, I suppose 1

Mr. G. R. F. Tottenham : Government themselves, as I have already
stated, are satisfied with the quality of the cadets recruited thrglugh the
open examination.

Mr. 8. S8atyamurti : Has this improvement in the quality of cadets
from the army been taken in hand ?

Mr. G. R. F._Tottenham : Yes, Sir, as I have just explained, we have
started this new idea in order to improve the qualifications of those coming
from the army.

Mr, B. Batyamurti : Is this idea being given effect to ¢

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

Mr. 8. SBatyamurti : What is the general nature of these changes ¢ T
merely want to know what are the general changes made in the training
of these army cadets which the Government hope will reshlt in Lhe
improvement of their quality 1

Mr. G. R. F. Tottenham : I can give the Honourable Member informa-
tiou in detail, if he wishes ; but the general idea is that instead of selecting
candidates for the Indian Army cadetships direct from the units, which
means selecting candidates on the recommendation of a number of
different Commanding Officers, we are going to have a sort of preliminary
selection and send the likely candidates to the Nowgong College, and
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then after giving them an intensive course there, have an Interview and
Selection Board, which will finally select cadets from the number under
instruetion at the Kitchener College.

‘Nzw RuLes For RECRUITMENT TO THE INDIAN CIviL SERVICE.

273. *Mr. 8. Batyamurti : 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
effect ;

(%) if so, the number of candidates to be recruited ;
(¢) whether any minimum qualifications will be preseribed ; aud
(d) if so, what they are 1

The Honourable 8ir Henry Oraik : (a), (c) and (d). - I would refer

the Honourable Member to the Press Communiqué issued by the India
Office on the 11th May, 1936, a copy of whieh is in the Library.

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

Mr. 8. Satyamurti : What are the minimum '.quiiliﬁcations with
respect to Indians ¥

The Honcurable 8ir Henry COraik : I am not sure that that has been
settled yet.

Mr. 8. Satyamurti : May I know whether there are to be any mini-
mum qualifications at all 1

The Honourable 8ir Henry Oraik : Yes, sure to be.

~ Mr. 8 Batyamurti : May I know whether this Indian shortage will
be made up by selection, or by selection plus any kind of viva voce or any
other test ? )
The Honourable Bir Henry Craik : I do not think that has been
settled vet. T think that is still the subject of correspondence.

Mr. 8. Satyamurti : May I know over how many years Government
expaet to spread this filling up of the shortage in reeruitment, both
European and Indian ?

The Honourable 8ir Henry Oraik : The existing shortage {

Mr, 8. Satyamurti : Yes,

The Honourable 8ir Henry Oraik : Well, that is largely a matter of
guess work ; we hope to do so in about four years, possibly less.

Mr. 8. Batyamurti : Will Government consider that we ought not to
have too many of them at a time and see that they are spread over a fairly
larese number of vears, so that Gresham’s law may not operate -

The Honourable 8ir Henry Oraik : Will the Honourable Member
kindly repeat the question ?

Mr. 8. Batyamurti : I am asking whether the Government will bear
in mind that this recruitment by selection should be spread over a long
number of years, and not be concentrated in one or two years t
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* . The Homourable 8ir Henry Oraik : No. On the contrary, we want to
fill up the shortages as quickly as possible because the shortage is causing
the most grave administrative inconvenience.

Mr. 8. S8atyamurti : But do not Government expect to get more by
competition ¢

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

1274%,
Smmra Exobpus.

275. *Mr. 8. Batyamurti : Will Government be pleased to state :

(2¢) whether their attention has been drawn to a ~message pub-
lished in the Hindu of the 15th May ;

{b) whether there is any proposal to give up. Smﬂa exodus alto-
gether ; and

(¢) whether there is any proposal of shortening the stay at Simla 1

The Honourable Sir Henry Craik : (a) Yes.

(b) and (¢). No.

Mr. 8. Batyamurti : May I know whether that means that there is no
proposal at all to give up the Simla exodus !

The Honourable 8ir Henry Oraik : What I mean is that the matter is
not under consideration at present.

Mr. 8. 8atyamurti : Is there any proposal to expand the accommoda.
tion in Simla ? u

The Honourable Bir Henry Craik : Office accommodation {

Mr. 8. S8atyamurti : Yes,

The Honourable Bir Henry Oraik : Net that I am aware of.

Mr. B. Batyamurti : Is there any proposal to expand the Legislature
accomnmodation in Simla ?

The Honourable Sir Henry Craik : That seems to me to be a matter
for the new Legislature to decide.

Mr. 8. Batyamurti : May I take it, therefore, that, till the new Legis-

lature meets and decides the question, there is no proposal to increase
either the office or the Legislature accommodation in Simla { .

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

‘Mr. 8. S8atyamurti : Have Government taken engineering opinion,
and are they satisfied that there is not much scope for expansion of
accommodatmn in Simla now {

- The Honourable 8ir Henry Craik : As my Honourable colleague (The
Honourable Sir Frank Noyce) says, that point is now under ﬂnvestlgatlon.

-t This question was not put by the questionmer.




T44 LEGISLATIVE ASSEMBLY. . [10te Sker. 1936.

. Hr 8. Satyamurti : For what purpose t With a view to extandmg
accommodation ¢

The Honourable Bu' Henry Oraik : To see whether extended accom-
modation is likely to be necessary.

Mr. 8. S8atyamurti : Is it consistent with their desire not to extend the
accommodation, to investigate whether it is possible to get extended
accommodation !

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

APPOINTMENT OF TRADE ComMiss1oNERS IN ForEIGN COUNTRIES.

276. *Mr. 8. Batyamurti : Will Government be pleased to state :

(a) whether they have decided to appoint a Trade Commissioner in
East Africa ; and

(b) whether they propose to appoint Trade Commissioners in other
countries, especially the United States 1
The Honourable 8ir Mubammad Zafrullah Kban: (a) Yos.
(b) Yes ; in Japan,
Mr. 8. Batyamurti : Are they the only two countries, East Africa
and Japan !

The Honourable 8ir Muhammad Zafrullah EKhan: The oniy
countries with regard to which a decision has been taken that Trade
Commissioners should be appointed in them.

Mr. 8. 8Satyamurti : When are they going to be appointed !
The Honourable Bir Muhammad Zafrullah Khan : Shortly.
Mr. 8. 8atyamurti : Are there any other countries for which the

Government are considering the question of appointing Trade Commis-
sioners !

The Honourable Sir Muhammad Zafrullah Khan : Various countries
are considered at various times. Suggestions come in and one has to
look into them.

Pandit Lakshmi Kanta Maitra : Are Indians going to be appointed
as Trade Commissioners 1

The Honourable Bir Muhammad Zafrullah Ehan: I am afraid I
cannot say so definitely at present, but it has been pressed upon me
repeated]y from various quarters of the House that the desirability of
appointing Indians may be kept in view and it shall be kept in view.

RELEASE OoF MR. SusBasHE CHANDRA Bosk.

277. *Mr, 8. 8atyamurti : Will Government be pleased to state :

(@) whether their attention has been drawn to the resolutiom
passed by the Committee of the United Provinces Liberal
Association, asking for the release of Srijut Subhash
Chandra Bose published in the Hindu, dated the 27th May,

. 1936 ; and

(%) whether they propose to take any sction thereon 1
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' 'Phe Honourable Sir Hemry Oraik : (¢) I have seen the Press report
regarding the resolution to which the Honourable Member refers.

{b) No.

Mr. 8. Satyamurti : May [ know if even the Liberal Association
cannol get a better hearing, at the hands of the Government than the
Cougress 1 _

The Honourable 8ir Henry Oraik : That is a matter of arguwent.

Mr. S. Satyamurti : I am simply asking this. There are two as<o-
ciations in this couniry, the Congress and the Liberal Association. The
('ongress is considered to be unfriendly, but the Liberal Association is
considered to be friendly to Government, and I am simply asking.

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

CoMMUNIQUE ISSUED BY THE RovAL CoNsUL GENERAL FOR ITALY ABOUT
THE SupPLY OF DuM DuM BULLETS TOo ETHIOPIAN TROOPS.

278, *Mr, 8. S8atyamurti : Will Government be pleased to state :

(a) whether their attention has been drawn to a communiqué issued
by the Royal Consul-General for Italy in Calcutta that Dum
Dum bullets were supplied by Great Britain to Ethiopian
troops ;
(b) whether they propose to investigate the matter ; and
(¢) if not, why not
8ir Aubrey Metcalfe : (a) Yes.

(h) No. The allegation econcerning the sapply of Dum bullets
to Ethiopian troops has more than once been officially denied by His
Majesty’s Government, and the Honourable Member’s attention is invited
to the statemeni made by the Becretamy of State for Foreign Affairs in
the HO\I.IBE of Commons on the 18th May, 1936, a copy of which is laid on
the table, .

(¢) Because the allegation has already been investigated and refuted

and is in any case not a matter with which the Government of India are
concerned,

ExrtracT rrRoM House or CoMmMons DEBATES, MAY 18, 1036,

Mr, Eden's Statement.

Mr, Eden : 1 am grateful to the House for giving me an opportunity to deal with
the allegations, which have been made by the Italian Government and press concerning
the supply of *‘dum-dum’'’ or explosive ammunition to the Abyssinian forces.
Although the House will recall that these allegations have more than once been officially
denied, certain recent happenings make it necessary for mo, in the interests of British
industry and of the good mame of this country, to make, with the consent of the House,
a very full statement.

In order that the whole position may be clearly understood, I must first remind
the House that in Abyesinia eartridges of all kinds have long beén used by the
imbhabitants in the same way as earrency is used im some coumtries. Arms and ammuni-
tions are, in fact, the dearest possessions of the Abyssinian warrior. Abyssinia is aleo
4 country where big game is hunted, and has therefore been visited by mumbers of
persous imterowted in that ‘form of sport. These big game hunters have naturally
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carried with €hem wupplies of the soft-nosed rifle ammunition whish alons possosses the
stopping power: required to deal effectivaly with certain spacies of big game. Ammuni-
tion of this type has undoubtedly been left behind by the hunters and has circuldted
among the natives ; other supplies may, long previous to the outbreak of hostilities,
bave found their way across the frontiers from neighbouring territories where big game
is hunted, and this relatively modern sporting ammunition has gone to swell the dount-
lows rounds of ammunition of various types circulating throughout the country.

When Abyssinia mobilised to meet the Italian invader, the many thousands of
tribesmen who responded brought with them such-arms and ammunition as t}:ey
possessed. Because of the grave shortage of military supplies, it was only possible
for the Abyssinian Government to rearm a portion of their levies with modern arms
and ammunition. Consequently, in the fighting that has taken place, use may =mo
deubt have been made by the Abyssinian- soldiery of all manner of antiquated rifies,
shot guns, ete., some of which, if the Italian statements about the injuries received by
their troops are accurate, may well have been loaded with soft-nosed cartridges of
sporting charaeter, old-fashioned leaden bullets, slugs, or, in fact, anything their
owners could find. :

I have gone into these details because, in the course of the campaign, it is reported
that the Italians have captured, among other cartridges, speecimens of soft-nomed
ammunition manufactured in the United Kingdom. Allegations were made in Italian
quarters that these British-made cartridges had been supplied since the opening of
hostilities by British firms to the Abyssinian Government for military purposcs ; and
the Italian Government, in complaining to thé League of Nations on the use of illegal
smmunition by the Abyssinians, furnished evidence clearly intended to give this
impression, As a result, a careful investigation was made by the appropriate
authorities of His Majesty’s Government, and on the 4th February a communication
was addressed to the League of Nations showing the baselessness of the Italian allega-
tions. This communication was circulated to all Btates members, and was published.
It not only showed conclusively that the British-made cartridgea illustrated in the
Italian evidence had been manufactured in some cases over twenty years ago, but it
also mentioned that a telegraphed Abyssinian order for military cartridges which had
specified that half of thesn should be in clips of five had been distorted by the Italian
authorities to read ‘‘ half of which to be clipped.’’

For a time Italian allegations regerding the supply of dum-dum ammunition from
this country die@%down, only to be revived a few weeks ago. Before proceeding to
éxplain how this came ahout, I wish to emphasise two points. The first is that,
maturally, neither His Majesty 's Government, nor British industry, are responsible for
the fact that for yoars past all manner of cartridges have freely circulated from hand
to hand in Abyssinia. The second is that, apart from any other consideration, the
strict control exercised by His Majesty’s Government over all exports of arms and
ammunition from this country ecalls for each and every consignment, even of the
amallest size to be covered by an export licence ; and no such licence has been granted
or would ever be gramted in respect of ammunition which was to be exported to a
foreign Government for military purposes, and which fell within the prohibitions of the
Hague Convention,

On the 12th April, however, the Messaggero newspaper in Rome, after repeating
old charges already refuted. published photographs of certain soft‘nosed cartridges
made in this country, and of a letter from the firm of George Bate of Birmingham,
addressed on the 19th February last to the Abyssinian Minister in London, accompanied
by photographs of packages addressed to the Abyssinian Legation, and marked
‘¢ Material to he supplied for Abyssinia.’’ It will interest the House to learn how
this letter and these pacakages came into Italian possession.

On the 18th February last an individual styling himself Colonel Pedro Lopes
called on the managing director of Messrs. Bate and intimated that he represented
the Abyssinian Government. After producing a letter of introduetion from the Bank
of Egypt, itself a forgery, and after mentioning the possibility of appointing Messrs,
George Bate as buying agents to the ‘Abyssinian Government, this person stated that
the Abyssinian Legation wished to secure mamples of cartridges of British manufasture,
which should include dum-dum ammunition. On being told that ammunition in the
latter category was not used in eivilised warfare, the so-called Colonel Lopes replied
thet Abyesinia was swarming with leopards, which it- was no use shooting with selid
buliets. - After sems further conmversation the managing director of Measrs. George

.
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Bate agrecd %6 sopply him with certain samples of ammunition, which included
rounds of 7.9 mm. soft-nosed sporting cartridges. These were packed in a box,
before this was sealed Lopez asked that something should be enclosed in writing to
prove that the cartridges were of British manufacture. As the letter which was
prepared did not satisfy his requirements, Lopez dictated there and then a communica-
tion from Messrs. Bate to the Abyssinian Minister in London guaranteeing that the
samples were of British manufacture. This was enclosed in an envelope and packed
with the cartridges inside the box. Lopez then took possession of the parcel, and it
was next beard of when the letter which he had just dictated was pubMshed in the
Italian press. I have ascertained that neither the package nor the letter was ever
delivered to the Abyssinian Minister, nor had Lopez been entrusted by the latter with
the mission of securing samples of cartridges. I should mention here that Lopez is
known to have approached unsuccessfully several other firms in the United Kingdom.

Lopez is well known to the suthorities in this country under a number of aliases.
At different times he has been known as Burnstein, Henry Lawrence, Bingleton, Radbill,
etc., and on more than one oceasion eomplaints have been made to the Foreign Office
by diplomatists accredited te His Majesty’s Court concerning the approaches which
have been made to them by this individual. In October, 1935, Lopez wrote to the
Foreign Office, stating that he thought his serviees might be of use to His Majesty’s
Government. In the letter he mentioned that he had already had three conferences
with the Italian military attaché at the latter’s express invitation. L will not weary
the House with a detailed resume of the many econtacts and meetings which Lopez
is known to have had with representatives of the Itallan Embassy. It is only necessary
to say that his relations with that Embassy have continued, and that he is known to
have had contacts with members of the Italian military attaché’s staff within the last

three weeks,

His activities in this connexion nppeared to His Majesty’s Government of so mis-
chievous a nature that it was decided that a friendly warning -ghould be addressed to
the Italian Embassy on the subject. This action was taken in the firat week of March.
'The Ambassador was warned orally on my instructions by a high official of the Foreign
Office that I was aware of the fact that the Italian Embassy were in touch with a
notorious purveyor of false information and forged documents, named Henry Lawrence,
Lopez, etc. A deseription of this individual and of his activities over a number of
years was furnished, and, in view of the complaints made by various foreign missions
iv London, it was suggested that if the Italian Embassy cared to refer to certain
of their foreign colleagues, the latter would be able to confirm the foregoing informa-
tion. It was further stated that it bad come to the knowledge of His Majesty s
Government -that, posing- as a purehaser of arms for the Abyssinian Government,
Lopez was mnking enquiries about the alleged supply of dum-dum ammunition from
this conntry, and that he was apparcntly attempting to persuade the Italian authorities
that such ammunition was being exported with official connivance from the United
Kingdom. In conclusion, it was suggested that the continued employment of s man
of this disreputable type would not be conducive to the maintenance of good relations
between Italy and the United Kingdom,

The Ambassador replied that he himself was quite unaware of the existence of the
{ndividual in question. He would look into the matter. His Excellency expressed his
mosat grateful thanka for the informatiom, which he regarded as likely to prove of
great benefit to Anglo-Ttalian relations. Bubsequent, however, to this warning, Italian
propaganda on the subject of the alleged supply of dum-dum ammunition by British
firms was revived through the publication in the Italian press of the letter which
Lopez had himself dictated to the Beeretary of the managing director of Mensrs.
George Bate and Co. of Birmingham. On the 31st March Lopez, under another
alias, namely, Mezler, called upon the Abyssinian Minister. He offered, in return
for concessions in that coumtry, to supply the Abymsinian Government with large
quantities of arms and ammunition, ang he asked for a letter from the Minister
authorising Colonel Gustave Mezler to buy these goods, adding that he would he
prepared to obtain the necessary permits. He indoced the Abyssinian Minister to
sign a paper comtaining a long list of required ammunition. The Minister has stated
that among the many items listed he omitted to notice one for 3 million soft-nosed
cartridges ; and # must be obvious that he #id not notice it, for, apart from every-
thing else, ho kmows that no_export licénee for the éxport of these rounds eould ever
have been obtained from the Board of Trade. Their purchase, therefors, would have
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been utterly useless, and, in fact, no application for a licence for any of the munitions
in this Tigt was ever made, but the paper signed by the Abyssinian Minister was later
publishéd in the Messaggero.

. Tt is with the greatest regret that I have felt it necessary, in the course of this
explanation to the House, to deal very fraukly with what can only be described as an
abtempt to fabricute evidence that the Abyssinian forces are being supplied with illegal
smmunition by interests in this country. That I docided to take this unpre.cadented
step i8 due to tho necessity of protecting the good name, not only of British industry,
but of Hie Majosty's Government. Indeed, I rogard it as essential that all the facts
should be known, not only here, but also abroad, in order that there should be no mis-
apprehension concerning the very careful steps taken by His Majesty’s Government
to coentrol, not only the quantity, but the types of arms and munitions exported from
the United. Kingdom.

1 muy add that a note which the Italian Government had addressed to the League
of Nations a week ago renewing their charges against this country and reproducing
the letter from Bate and Co. and the Abyssinian Minister’s paper has mow beem
cancelled. Copies of this communication were, however, circulated informally to the
foreign delegations in Geneva during the recent meeting of the Council ; and it is
also ou this aceount, and because of the publicity which has enswed, that I have found
it necessary, without any desire to excito controversy or criticism, to make a full state-
ment of all the facts.

Mr. A. Henderson : May I ask the Right Honourable gentleman whether the papers
in this case will be sent to the Director of Public Prosecutions with a view to the
neceasary aciion being taken, and secondly, does not this episode rather prove the
suggestion that foreign Embassies are using their diplomatie immunity in order
to......

8ir Assheton Pownall : What is the nationality of the so-called Oolonel Lope:z t

Earl Winterton : If ‘he is a foreigner, why is he allowed to remain here 1
HMr. Eden : He is not a foreigner.

8ir W. Brass : Will the Right Honourable gentleman make representations to the
Italian Government, and ask them whether they will accept the explamation which he
has made in the House this afternoon ?

Mr. Eden: I think my statement stands fully for itself. If I may say so, it
might well be left as it is,

Mr. Attlee : Will the Right Honoumrable gentleman repeat the amswer which he
gave to the noble Lord the Member for Horsham (Earl Winterton), which was inaudible
on this side of the House, anl also give anm answer to my Honourable friend the
Member for Kingswinford (Mr. A. Henderson) ¥

Mr. Eden : I had every intention of giving an answer to the Honourable Member
for Kingswinford. The facts in my statement which relate to the deception of the
Birmingham firm and the consequent publication in the Messaggero were carefully
considered by the Director of Public Prosecutions, who came to the conclusion that,
although & minor contravention of the summary provisions of the Firearms Act, 1920,
might have come in question, such facts would not afford a satisfactory basis for a
prosecution for an indictable offence. As to nationality, the person concerned is &
British subject, although of Polish origin,

Miss Rathbone : Will the Right Honourable gentleman consider whether the pubMi-
eation of the report of the Committee of Jurists would not throw light on the mendacity

of Ttaly in regard to Abyssinian atrocities ¥ Would it not be fair to Abyssinia to have
that prblished 1

Mr, Johnston : Will the Right Honourable gentleman not avail bimself of the
presont opportunity to refute the allegation frequently made in the Italian press that
ibe publication of the allegations as to these dum-dum bullets was prohibited in the
British press at the instance of His Majesty’s Government ¥

Mr. Eden : Of course there'is no word of truth in such an allegation.

Alr. Johnston : Why did the Right Honourable gentleman net take previous oppor-
funities of saying that Fis Majesty 's. Government had not
the British pross in this matte § _ - ob qxsecised aay proseurs spom
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Mr. Edén': T think the traditions of our country are well énough known 'to make
that unnecessary. - '

Mr, Thorne: Im there no power in this eountry to expel an inkuman brute like
this ¥

Mr. A. Henderson : The Right Honourable gentleman has not answered my second
question. Does he not consider that the military attaché, to whom he referred in his
owp amswer, i unsuitable te earry out his functions ip this country ?

My, Eden : What I have said to the House I have said with regret, in order to
make clear the position of His Majesty's Government and the good name ef British
tirms. 1 hope the House will not draw further deductions from it.

Mr. E. J. Willlams : May I ask the Right Honourable gentleman whether the
recital of this case is not concrete evidence that the private production of arms should
be prohibited ¥ '

Mr. 8. Satyamurti : May I know why Government did not give publi-
cily to this denial of the Secretary of g;;ate for Foreign Aflairs in the
Hemse oi Conunons, in view of this commuyniqué having been broadensted
in this country ?

8ir Aubrey Metcalfe : The statement made by the Secretary of Stute
was very fully priuted in the press in this couniry, and if auybody had
taken the trouble to read it there was no necessity for the Governmeut to
do more publicity in the matter.

Mr, 8, SBatyamurti : Do Government accept this position that they
do not do any publicity with regard to those matters that are widely
published in the press ?

8ir Aubrey Metcalfe : It is not nocessary for them to do further
publicity when the thing has been published in the press. . What more
publicity can they do ¢

Mr. 8. Satyamurti : May I kuow whether the Government of India
do not do any publicity for sny of their acts or intemtions, apart from
such publicity as they get in the press in the normal course of thiugs ¥

Mr. President (The Honourable Sir Abdur Rahim) : That is a very
geneval question. Next question, please.

ANTI-INDIAN PROPAGANDA ABROAD.

279, *Mr. 8. SBatyamurti : Will Government be pleased to state :

(a) whether their attention has been drawn to the question and
answer in the House of Commons, relating to gsts-Indian
propaganda abroad ;

(b) whether the matter has been brought to the notice of the League
of Nations ; and

(¢) if not, why not ?
The Honourable Bir Henry Craik : (¢) I have seen the question and

answer to which the Honourable Member refers.
(b) and (e). I would refer the Honourable the Member to the state-
ment which I recently laid on the table in fulfilment of the undertaking

given. by me. on. the 16th April last in replying to Mr. Ananthasayanam
Ayyangar’s question No. 1650.
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Mr. 8. Satyamurti : Has a representation been made to the League
of Nations

The Honourable Bir Henry Oraik : That is explained in the state-
ment here.

Mr. 8. Satyamurti : Has it been made ?
The Honourable 8ir Henry Oraik : It is cxplained in that statement :

. *¢ It has been agreed that no useful purpose would be served by bringing the
matter to the notice of the League. In view of the business before that body, there is
no prospect at present of getting this matter considered by it, and, even if this were
later found possible, the probability is that considerable time would be taken in evolv-
ing a formula for the acceptance of foreign powers which may quite conceivably mever
prove effective in stopping misrepresentation or the production of films, ete., which
offend the sentiments of people of this country. It is not therefore proposed to pursue
the matter.”’

‘Mr. 8. 8atyamurti : May I know whether, if Government do not
propose to bring it to the notice of the League of Nations, they are con-
sidering any other steps by way of directly approaching the Governments
concerned, where this anti-Indian propaganda is being carried on?

The Honourable 8ir Henry Oraik : If the Honourable Member will
reagd the statement that I laid on the table, 1 have explained there
what steps will be taken.

Mr. 8, SBatyamurti : Have Government heard from any Government
to whom they have sent communications, protesting against the anti-
Indian propaganda ?

The Honourable 8ir Henry Craik : I cannot say. Those protests wiil
have to be made through diplomatic channels and the replies, if any,
will take some time.

Mr. 8. Batyamurti : Will Government get replies some time or
other 1 _ .

The Honourable Sir Henry Oraik : Yes.
Prof. N. G. Ranga : Is there any truth or substance in the allegation

usually made that as far as America is concerned the anti-Indian pro-
paganda is being carried on with British assistance and connivance ?

The Honourable Bir Henry Oraik : So far as I am aware, tliere is no
truth whatever in it.

Mg. BINDER's ENQUIRY IN ZANZIBAR.,

$280. *Mr. 8. Batyamurti : I shall only ask for answer to part (c).

-Bir Girja Shankar Bajpal : (¢) The report has not yet been received.

Mr. 8. Batyamurti : Will the report be placed on the table of the
"House 1

8ir Girja Shankar Bajpai : It all depends. If the report is received
in a confidential state and the House is still sitting, I fail to see how 1t
can be placed on the table.

1280. *Mr, S. Satyomurts : Will Government be pleased to state :
(a) what the latest position is with regard to Mr. Binder’s enquiry im
Zangibar ;
(b) whether they are following the enquiry ; and
(o) whether the report will be placed before the Assembly for discussion ¥
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. B1GNTNG 0¥ ANY INDO-JAPANESE TRADE AGREEMENT IN ENGLAND.,

281. *Mr, 8. Ba:tyamurti : Will Government be pleased to state :

(@) whether their attention has been drawn to a statement by the
Consul-General of Japan in India published in the Indian
Ezpress, dated the 21st May, 1936, regarding signing of any
Inde-Japanese trade agreement in England ;

(b) the reasons why any agreements arrived at here should go to
England ; and ’ '

(¢) whether agreements cannot be concluded here ?

The Honourable Sir Mubammad Zafrullah Khan : (a) Yes Sir.

(b) and (¢). The Honourable Member is referred to 8Sir Joseph
Bhore’s speech in this House on the Adjournment. Motion by Mr, B. Das
on the 25th January, 1934.

Mr, 8. Batyamurti : May I know, in the case of this agreement,
whether it will be signed in India or in England ?

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

Mr. 8. Satyamurti : May I know whether there has been any change
since then, and whether it is now proposed to sign the treaty in India 1

The Honourable 8ir Muhammad Zafrullah Khan : There has been
no change in the constitutional position sinee then.

Mr. 8. S8atyamurti : Will the Government represent to His Majesty’s
Government the need and the propriety of signing it in India, and not
signing it in England ? ‘

The Honourable 8ir Muhammad Zafrullah Khan : It is not a question
of need or propriety. Under the present arrangements all treaties on
behalf of India must be signed by somebody representing His Majesty's
Government and therefore it will be useless to make a representation
which could not possibly be given effect to.

Mr. 8. S8atyamurti : Will the Government of India ask His Majesty’s
Government to send down that representative to Delhi, so that the agree-
ment may be signed in Delhi ?

The Honourable 8ir Muhammad Zafrullah Khan : No, Sir.

Mr. 8. 8atyamurti : Why not 1

The Honourable 8ir Muhammad Zafrullah Khan : There is no reason
why they should,

Mr. 8. Satyamurti : Is it not undignified for a country like India to
send its treaty to be signed 6,000 miles away ¢

The Honourable 8ir Muhammad Zafrullah Khan : If that is the
constitutional position, I do not see how India’s dignity will be added to
or substracted from by the treaty being signed in London.

Mr. 8. Satyamurti : Is the constitutional position unchangeable ¢

The Honourable 8ir Muhammad Zafrullah Khan : I hope not. In
course of time it may change.
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Mr. N. M. Joshi : May I kunow if it is not & fact that the Treaty of
Versailles was signed by represenlatives of India and not by the British
Government, that the Treaty of Washington was signed by the repre-
sentatives of India and that the Locarno Pacl was signed by the repre-
sentatives of India and not by the representatives of the British Gov-
érnment §

The Honourable 8ir Muhammad Zafrullah Khan : I presume so.

Mr NM Jloshi: If that is so, why should not representatives of
India be allowed to sign this treaty ?

The Honourable 8ir Muhammad Zafrullah Khan : This iy a treaty
between India on the one side and a foreign country on the other.
Those were treaties where the representatives of His Majesty’s Govern-
ment were present and along with them in the delegation was included
a representative of India,

Prof. N. G. Ranga : 1Is it not a fact that tlie Governor (eneral in
India is the representative of His Majesty ¢

The Honourable Sir Mvhammad Zafrullah Khan: That dves not
arise.

Prof. N. G. Ranga : May I know why he eould not sign it ¢
The Honourable 8ir Muhammad Zafrullah Khan ; T cannot give in-

tormation on that point.

Dr. N. B. Khare : Has the constitutional position changel after
signing the treaty of Versailles {

Tke Honourable 8ir Muhammad Zafrullah Khan : The constitutional

position is still the same.

RECOMMENDATIONS OF THE Oom'rrim oN CoNSERVATION OF COAL.

282, *Mr. 8. Batyamurti : Will Government be pleased to state :

(a) whether they propose to consult those v:lfal]y interested in the
coal industry in order to ascertain from them how far they
would be in a position to implement the recommendations of
the Committee on conservation of coal ; and

(b) at what stage the conservation remains ?

The Honourable 8ir Frank Noyce : (¢) 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. 1 do not doubt that it will be an important part
of the Committee’s duties to consider how far any recommendations
which appear to them to be desirable can be carried out in practice and
that 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
rcached in the discussions on the conservation gquestion.. As I have
already stated, the position is that we have consulled the interests con-
cerned and are considering the personnel and terms of reference to Lhe
(‘ommittee which will examine:ihis guestion,
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T D mTaE

llr 8 latyamurti Do Govemment expect to bnng up any Iegmla—

-thow oa this matter:t . ‘ b e
© ' The Honburable Sir !‘r&nk Noyce 1 roalh ¢amot antnmpate the
recommendations of the committee, but if the Honourable Member wants
my own personal view, 'l should th.iuk that legislation will probably be

Hnecessary.
DEVELOPMENT OF NUTRITIONAL RESEARCH IN INDIA.

983. *Mr. 8. Satyamwrti : With reference to Mr, R, A. Butler’s state-
ment in the House of Commons, regarding the development of nutritional
research in this country, will Government be pleased to state :

(a) the steps that are taken in the country ;
(b) the extent and nature of the research ; and
(¢) the results thereof ?

8ir Girja Bhankar Bajpai : (a) to (¢). I would refer the Honourable
Member to the reply given by me to his question No. 210 in the current

Sension.
CoNSERVATION OF COAL.

284, *Mr. 8. Batyamurti : 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 ;
(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 conserved for the benefit of the nation’s industries ; and

(¢) if not, why not !
The Honourable Bir Frank Noyoo : (a) and (b). Yes.

(¢) Doea not arise.
. Mr. 8, Satyamurti : May I taka it that thls problem refel red to in
(b) is connected with the inquiry which my Honourable friend con-
templated in answer to question No. 2821

The Honourable 8ir Frank Noyce : Yes, it is.

Enquiry I1NTO THE WoRKING OF THE CLOVE (ROWERS’ ASSOCIATION IN
ZANZIBAR AND RESERVATION OF KENYA HIGHLANDS POR EUROPEANS.

285. *Mr. 8. Batyamurti : Will Government be pIea.sed to state :

(a) whether thpir attention has been drawn to a leading article in
the Hindu, dated the 215t May, 1986, regarding the presence
of an Indian representative to assist the enquiry that is being
condticted in Zanzibar into the working of the Glnve Gmwers

Agsoeiation ; )
(b) what the position is with regard to the reservation of Highlandu
for Europeans in Kenya ; and

L245T.AD »
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(¢) whether they will investigate other matters mentioned in the
,u-tlcle and do the needful ! T

Bir Girja Shankar anpni (a) and (o). I would refer the Honour-
able ;Member to answers to previous questions on this subject d.lmng
the - Session.

vi (b) The Honourable Member’s attention is invited to the repiy glven
by me on the 1st September, 1936, to pari (e¢) of his starred quesiion No,
42,

Mr, 8. Batysmurti : Have Government ' considered, or will they
consider that the Highlands in Kenya can never be developed by
Europeans alone, and will they represent to His Majesty’s Government
that, in the interests of the Colony itself, this reservation' should be
stopped, or at least not extended, and the lands should be throw:n open
for development by Indians and Natives ?

8ir Q@irja SBhankar Bajpai: I must point out to my Honourable
friend that the Government of India discussed with His Majesty’s
Government in 1923 this question that the lands in Kenya Lammt be
developed by Europeans alone. '

ConsuLTATION OF COMMERCIAL AND INDUSTRIAL OPINIONS AFTER GIVING
NoTice or TERMINATION OF TRE OTTAwA TRADE AGREEMENT.

286. *Mr. 8. S8atyamurti : Will Government be pleased to state :

(a) whether, after the Resolution of the Assembly, asking them to
give. notice of termination of the Ottawa Agreement, they
have consulted commercial and industrial opinions in the
country ;

(b) if so, what the opinious are ;

10 ) whether they have called for the views of the Local Govern-
ments ; and

(d) if so, what their views are f

The Honourable 8ir Muhammad Zafrullah Khan : (a) and (¢). Yes.

"(3) and (d). Government are not prepared at this 'stage.'to disclose
the nature of the ‘opinions received.

Mr. 8. Satyamurti : May I take that it Government have received
opinions both from commercial and industrial bodies as” well as Local
Governments ?

The Honourable 8ir Muhammad Zafrullah Khan : Yes.

Mr. 8. Batyamurti : May I know whether they propose to lay it on
the table, some time later 1

The Honourable 8ir Muhammad Zafrullah Khan : 1 am afraid 1
cannot gwe a reply to that question at this stage.

Mr. 8. Satyamurti : May 1 know the reason why the opinions of
public bodies on a subject of first class importance are not placed on
the table of the Honse ?
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.The Honourable 8ir Muhammad Zafrullah Khan : For one thing,
it might be prejudicial to the negotiations that are now pendmg -and
therefore it would not-be desirable to diseclogse them.

Prof. N. G. Ranga : What is the procedure followed in consultmg
the commercial and industrial opinion in connection with this matter—
is it by simply expecting them to write to the' Government of India or
the Government of India sends any communication to them asking for
their opinions.

The Honourable 8ir Muhammad Zafrullah Khan : The Gowernment
of India invited them,

Prof. N. G. Ranga : In that case, what steps have the Government
of India taken to ascertain the opinion of peasants in this country ?

The Honourable 8ir Muhammad Zafrullah Khan : Lpcal Governments
are expected to send in their opinions in regard to the effect of the
agreement on the interests of the peasants in their. provinces.

Prof. N. G. Ranga : In view of the fact that the Local Governments
wore not merely expected to send their opinioms .as to the effect that
ithe tormination of this Pact would have or might have, but the Govern-
ment of India went out of their way to refer the matter to these
commereial and industrial organisations in the country, may I know
why the Government of Indie failed to consider the advisability: of
ascertaining the opinions of peasants’ assoeiations in the country 7

The Honourable 8ir Muhammad Zafrullah Khan ¢ The Honoursble
Member is in errer in assnmmg that the Local Governments were not
expected to express their opinions from the point of view of commercial
and industrial interests also

Prof. N. G. Ranga : May I know, Bir.......

Mr. President (The Honourable Sir Abdur Rahim) : The Honourable
Member cannot argue the point.
(Cries of ‘* Order, order ’’ from Official Benches.)

Prof. N. G. Ranga : It is not such an easy thing to shout ‘‘ Order,
order "', I am trying to argue the matter with the President.

Mr. President (The Honourable Sir Abdur Rahxm) Next question.
The Chair cannot allow any more questmns

ADEQUATE SurPLY oF FOoDDER AND GRAZING Gl.omms FOR Camm AND
IMPROVEMENT OF LIVESTOCK IN A Scmmmc MANNER.

287, *Mr. 8, Batynmurtl Will Government be pleased to_state :

(a) whether they propose to address the Local Governments on the
question of cattle»breedmg and Improving l:vestock in a
scientific manner ; . "

(d) whether they propose to examine the question o! ndeqnate sup-
ply of fodder and grazing grounds for cattle ; and’

(¢) whather they propose to give ' feilitios to v‘magerd !or réarmg
Lz&mn 24



"756 _ LEGISLATIVE ASSEMBLY. [lofm Ser. 1936.
: o .
- Bir: Gh'j& Mhr Btjpﬂl 2 (s) Provmeml Govemqn luwe alludy

been addressed on the sabject.

(b).-and. (¢). Reference on the subject has already been made to
Loeuhﬁovemmants and the possibility of further aetiom is being examined.

- M, 8. Satyamurti : May I know if Governmeént are aware, in spite
oi‘ their -eampaign for stud bulls and other things, that the real reason
why the breed of cattle is going down is lack of adequa.te supply of
fodder and of grazing .grounds 1t

8ir Girja Shn.nlr.ar Bajpai : It is because allegations ha\re been made
to this effect and therc is some substance in them that I have stated in
reply to parts (b) and (¢) of the questmn that the Local Governments
ha\e been addressed on the subjeet of improving the fodder supply.

© Mr. 8. Satyamurti : Have the Local Governments been addressed
on thls specific question, of so admmmtermg their forests and forest laws,
as to provide an adequate supply of grazing ground for cattle consistently
with the conservation of forests !

Bir Girja Shankar Bajpai: In regard to that, I may inform my
Honourable friend that the matter has been investigated and there is a
difference of opinion as to whether such defects as arise from the grazing
system are due to what my Honourable friend would consider to be &
Iimitation of the area or the fact that there is not a scientific use made of’
such land as is available for purposes of grazing.

Mr, 8. Batyamurti:' Are Government: addressing themselves to the
question of & more scientifie and more economic use of such fodder as
is available in this country

8ir Girja 8hankar Bajpai : Well, Sir, I may inform my Honourable
friend that ‘only recently we have addressed Local Govermmeuts on the
subject of agreeing to the appointment of a committee which is to
investigate into this matter..

Mr. 8. SBatyamurti : With reference to the answer to clausc (¢) of
the question, may I know whether Government have any proposals by
wey of addreb:,nw Local Governments on this question, and giving reason.-
able facilities to villa gers in rearing cattle of the right type !

8ir Girja S8hankar Bajpai : That is really the objeet of providing
stud hulls,

Mr. B. Batyamurti : Stud bulls can only *‘‘ produce ”’ calves : who
is -going to feed the calves ! Are Government taking any steps to
increasc the capacity of the people of the villages to keep and maintain
these calves produced by these stud bulls ¢

8ir @Girja Bhankar B&jpﬁ In so far as it is poamble, thruugh the
devclopment of grazing to assist the rearing of cattle, as I have already
statedl, Sir, that point.is under examination.

Mr. 8. Satyamurti : Are Government considering the question of
food for men and cattle, because men must live to brmg up cattle, and
cuttle must have something to eat ¥ i -

8ir Glrjl. !hanksr Bajpal : I think my Honourablp friend. must limit
hiriself ‘either to the feeding of men or to the feeding of oattle in this
parhcular question.
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~Mr. 8. 8atyamurti : What are cattle wanted for, except for men !
Are overnment addressing themselves to the pmper !aedmg far[uttlc
and men, whom cattle is to serve ! |
!\ @ir Girjs Shankar Bajpai : I have already informed my Honourable
friend of what Government intend doing in regard to the feeding of
cattle. As regards the feeding of men, if I remuember correctly, my

Honourable friend has a separate questlon and I shall be happy to
Ahswer that question when it comes up.
' L . . . *]

NEw RULES FoRr Rncnmmu:m* To THE INDIAN CIviL SERVICE.

288. *Mr. 8, S8atyamurti : With reference to the new rules for the
recruitment to the Indian Civil Service in Britain by means of nomination,
will, Government be pleased to state :

(a) whether they propose to fix any age limit ;
1 (b) if so, what ; and l
(¢) if not, why not ¢

The Honourable 8ir Henry Oraik : I would refer the Honourable
Member to the Press Communiqué issued by the India Office on the 11tk
May, 1936, a copy of which is in the Library.

REPORT OF THE WHEELER COMMITTEE.

289. *Mr. 8. Satyamurti : Will Government be pleased to state :
(a) whether they are consulting the Loeal Governments on the
Wheeler Committee’s Report ; and
(b) if so, what the recommendations of the Local Governments
are t

The Honourable Sir Henry Oraik : (a) No.

(b) Does not arise.

Mr. 8. 8atyamurti : May I know why Government do not propose 10
consult Local Governments on this matter ¢

The Honourable 8ir Henry Oraik : Because I do not think any neces-
sity arises. The Wheeler Committee itself consulied Local Governments
and recorded their views. There is no necessily for any further con.sult-
ation.

Mr, 8. S8atyamurti: May I know whether, in respect of future recruit-
ment to the Central Secretariat, an expression of the views of Local Gov-
ernments is not wanted ?

The Honourable 8ir Henry Craik : Of course it is wanted, but their
vigws are already on record.

~ Mr. 8. Batyamurti : May I know whether, before Government make
up their minds which of the recommendations of this Committee they are
going to accept and which to reject with or without modifications, thcy
would like to have the opinions of the Local Governments 1

~ t Portions marked [* . *| were ordered to be unged by order of
the Assembly on the l4th Beptember, 1936, - 7




788 LEGISLATIVE ASSEMBLY. [10Tm Serr. 1936.
i |11;»‘;,-.-'- }
'!be ‘Héfoursble Sir Henry Onik They nlready have the o-pmmns of
the Local Governments.

3 S et

\ ﬂé,tjnhnqrti May I take it that they' are going to accept all
f.he Eﬂﬁl endations of the Wheeler Committee and therefore they do not
proposé to mvr.fe urther views from the Loeal Governments 1 R

The Honoura.ble Sir Henry Craik : I did not. say. All I have said i is
that the Wheeler Committee itself obtained the views of Local Govern-
ments on all the relevant and important points.

CONCLUSIONS ARRIVED AT BY THE TRANSPORT ADVISORY Ooimcn,.
.200. *Mr, 8. S8atyamurti : Will Government be pleased to state : _
(a) the nature of the agenda for the Transport Advisory Couneil ;

(b) the conclusions arrived at by the Council ; and
(¢) the action taken or proposed to be taken thereon !

. The Honourable Bir Frank Noyce : (a) The Agenda for the sccond
meeting of the Transport Advisory Council held in July last related
mainly to :

(¢) the early institution of closer control over motor transport so
as to secure the comfort and convenience of the travelling
public, place motor transport itself on a healthy basis and
avoid or eliminate wasteful competition with railways ; and

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

(1) A copy of the Concise Statement of Policy embodying the various
measures recommended by the Council in July last has been placed in
the Library.

(¢) A Bill to amend the Indian Motor Vehicles Act was debated in
this Assembly last week and is being circulated for eliciting public
opinion thereon. The Assembly will also be asked to amend the Resolu-
tion tm. Road Development during the present Session.

Mr. 8, Batyamurti : With reference to the answer to clause () of
the qucstion, may I request my friend to place a copy of the Concise State-
ment of Poliey on the table of the House, so that Honourable Members
may have a copy each !

The Honourable 8ir Frank Noyce : I have no objection whatever 1o
that, Sir, but it is rather lengthy.

. Bardar Mangal 8ingh : May I know whether the Government of India
intend to take the representative of the motor unions on the Advisory
Couneil 1

The Honourable Bir Frank Noyoe : I have .already * explained the
Government’s pogition very fully on that point in my speech at the close
of the discussion on the Motor Vehieles (Amendment) Bill last week
gnd 1T have nothing to add.
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Mr. 8. Satyamurti : May I know, if on this Transport Advisory
Jouncil; the users of the road, apart from the rail-road, were represexted ?
. The Honourable 8ir Frank Noyoe : They were represented, if I may:
suy’ sb, very ably’ by the representatives of the Local Governments. - :
Mr. 8. Satyamurti : That is, the Ministers ¢
The Hofiourable Sir Frank Noyce : Yes.
.+ Mr, 8. S8atyamurti : May 1 know whether the owners and users of
motor. transport, as such, were represented on this Council 1
The Honourable 8ir Frank Noyce: No, Sir. As explained very
fully last week, this Transport Advisory Couneil is a purely official body.
Mr. B. Batyamurti : May I know whether, before Government place

their Resolution before this House for discussion, they propose to consult
the representatives of the motor transport, either sellers or owters or

usors ?

The Honourable Bir Frank Noyoce : No, Sir. As I explained to the
House, we already have the views of the Indian Road and Tranaport
Development Association.

INVITATION TO THE MEMBERS OF THE LEGISLATIVE ASSEMBLY TO VISIT
- ' ANDAMANS.

291. *Mr. 8. 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 ?
The Honourable 8ir Henry Oraik : (a) Yes.

(b) Sir Yamin Khan and Raizada Hansraj have accepted an invitation
to visit the Andamans next month.

Mr. 8. Satyamurti : What is the purpose of these Honourable Mem-
bers’ visit to the Andamans ?

The Honourable 8ir Henry Craik : As far as I remember, I.stated
in reply to a question in this House that I was considering the question
of appointing a non-official board of visitors, and when that was found
to be nupracticable because we could not obtain the personnel for such
a board of visitors, in response to a suggestion 1 was asked if T would
agree Lo some Members of the Assembly visiting the Andamans, and this
invitation has been extended in pursuance of that suggestion,

Mr. 8. Batyamurti : Will the Honourable gentlemen be allowed to
mget the prisoners by themselves, to get their impressions of their life
in the Andamans, and submit a report to this Iouse ?

The Honourable 8ir Henry Oraik : There is no gquestion of a report
to this House. -

Mr. 8. Batyamurti : Will these Honourable Members be allowed to
have free talks with the prisoners there, especially political prisoners, so
thiat they may form an independent impression of the life led by these
convicts in the Andamans !
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"' The Honmourable 8ir Henry Oraik : The interviews with prmonerl
will have to be subject to the ordinary rules.

Mr. 8 ‘Batyamurti : May I know that the ordmary rules ‘contem-
plate that Sir Yamin Khan and Lala Hans Raj will be followed all the
tiine by Jail Superintendents, and that they cannot have independent
talks with these prisoners !

The Honourable 8ir Henry Oraik : The Honourable Member is now
referring to prisoners in the Cellular Jail. They are, of course, a very
small proportion of the total number of conviets in the Andamans. S0
far as | am aware, the Interview Rules allow that authorised vlsltori may
spceak 1o prisoners out of hearing of the prisou officers.

‘Mr. 8. Batyamurti : Will these be followed in this case also !

The Honourable 8ir Henry Craik : The ordinary rules will be
followed.

Mr. M. Asaf Ali: May I know if Sir Yamin Khan has had any
experience of juil life, either as an inmate or otkerwise §

The Honourable Bir Henry Craik : That question had better be
addvessed to the ITonourable Member himself.

Prof. N. G. Ranga : May I know if the Leaders of different partics
were consulted before these two Honourable Members were selected !

The Honourable 8ir Henry Oraik : No.
Prof. N. G. Ranga : Why not 1 i

The Honourable 8ir Henry Craik : Because I did not see any neces-
gity for it.

Mr. C. N. Muthranga Mudaliar : May I know, Sir, if, besides these
two gentlemen, any other non-official who is not a Member of this
Assembly is going to visit the Andamans t

The Honourable 8ir Henry Craik : No, Sir, not so far as T am aware.

Pandit Lakshmi Kanta Maitra : May I know if these two gentlemen

will be given full facilities for studying the conditions of prison life in
the Andamans !

. The Honourable 8ir Henry Oraik : They will be given full opportuni-
ties of observing what is going on, and they will be shown everything
that they want to see. We have nothing to conceal from them.

Mr. 8ri Prakasa : Will facilities be given to these gentlemen to spend
some nights and days as prisoners themselves in the Andamans, so thlt
they may know the exact situation t

The Honourable Bir Henry Oraik : If they so desire, T will see tlut
that is done. (L.aughter.)

‘Mr. M. Ananthasayanam Ayyangar : Will the Honourable Member
be pleased to allow my friend, Mr, Muhanlal baksena to ®o at his own
expense to the Andamans t -

Mr, President (The Honourable Sir A”bdut Rahlm) N.ext,questioa.
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FivE-YEAR PROGRAMME OF BROADOASTING.
292, *Mr. B. Satyamurti : Will Government be pleased to state :'

,{(a) what their conclusions are with regard to the five-year pro-
gramme of broadcasting ;

(b) whether they propose to allow Ieaders to broadcast for poli-
tical propaganda ; and o

(¢) if not, why not !

The Honourable Bir Frank Noyce : (¢) The attention of the
Honourable Member is‘invited to the reply given by me on the 9th Septem-
ber, 1936, to parts (a) and (b) of Mr. M. Ananthasayanam Ayyangar’s
starred question No. 223, _

(d) No.

(¢) The reasons were fully explained by the Honourable Mr. A, G.
Clow in the debate in this House on the 25th September, 1935, in con-

nection with the voting of the supplementary demand for expenditure
on the development of broadeasting during 1935-36.

Mr. 8. Satyamurti : With reference to the answer to clause (b) of
the questmn do Gmernment propose to reconsider the pomtlon in v:ew
of what is being done in Great Britain ?

'l‘he Honourable 8ir Frank Noyce : No, Sir. 'What is being
done in (reat Britain was taken very fully into cons:deratmn before
Mr Clow gave the reply to which I have referred.

Mr. 8. Batyamurti : Will Government ascertain public opinion in
the matter, and see how it reacts to this proposal, before they finally
reject it ?

The Honourable 8ir Frank Noyoe : No, Sir.
Mr. 8. SBatyamurti : Why not, Sir ¢

The Honourable Bir Frank Noyce : Because they ‘consider that the
case made out by Mr. Clow in this House last year is unanswerable. I
was not here at the time, but, as far asx 1 can gather, it met with the
approval of all sections of the House.

Mr. B. Batyamurti : Were Local Governments consulted in this
niatter, 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 Bir Frank Noyce : No, Bir. To the best of my
recollection Local Governments have not been consulted in this matter!

Mr. 8. 8atyamurti : May | narrow down the question, and ask if
the Government of India will allow political propaganda at election

times ¢

The Honourable Sir Frank Noyce : I have stated’ Government’s
position in this matter. Government do not propose to reconsider it,
and I"have, therefore, nothing to add.
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ARTICLE ENTITLED ‘‘ ADMINISTRATION OF THE ANDAMANS’’ mumn IN
THE Madras Madl,

293. *Mr. 8 Satyamurti : Will Government be bleabed 10 state :

.(a6) whether their attention has been drawn to an article entitled
““ Administration of the Andamans ', ‘in the Madras Madl,
dated the 28th May, 1936 ;

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

(¢) whether they propose to take steps to make Andamans not a
-w: ., financial liability but an asset ; and

(d) it not, why not 1

The Honourable 8ir Henry Oraik : (¢) and (b). It is not usual
to notice the articles of anonymous contributors to newspapers, but I
am glad of this opportunity of stating that many of the statements made
in this article are incorrect.

(¢) and (d). Tt is not possible at present to run the Andamans
Administration at a profit : but the nett cost of it has been greatly reduced
in recent years.

Mr, 8. Satyamurti : Will Government consider the question of
making the loss less and less year after year, and making it at least
a self-supporting proposltlon ?

The Honourable 8ir Henry Craik : That is our constant aim, but
it depends very much on the posslblllty of developing the forests,
which is the principal asset and that, in turn, depends on the state of
the timber market.

ArTiCLE ENTITLED ‘‘ THE NEIMEYER ORDER-IN-COUNCIL '’ PUBLISHED. IN THE
Hindu.
294, *Mr, 8. Satyamurti : Will Government be pleased to state :

(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 ;
and

(c) what their conclusions thereon are {
The Honourable Bir James Grigg : I would refer the Honourable
Member to my previous answers on this subject.

ARTICLE ENTITLED ‘‘ SECONDARY EDpUCATION IN INDIA »’ PUBLISHED IN THE
Hindu.,

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

' (@) whether their attention has been drawn to a leading -article
entitled ‘‘ Secondary Education in India >’ in the Hindu,
dated the 12th May, 1936 ;
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(®) wl::ger they have examined the sug-gastlons contained therein ;

(¢) what t.helr concl\mona thereon are f

8ir Girja Shankar Bajpai : (a) Yes.

(b) and (¢). The attention of the Honourable Member is invited
to the resolution of the Central Advisory Board of Education on
unemployment and educational reconstruection, a ecopy of which I lay on
the table. The resolution was forwarded to Loeal Governments, and
with regard .to sub-paragraph (6) of the resolution they were asked
whether expert advice in organising the scheme of reponstruction recom-
mended by the Board was desired. Practically all Local Governments
have asked for such-assistance and the Government of India are trying
to secure it.

Rnsox.mmﬂ PASSED AT THE FIRST MERTING OF THE CENTRAL ADVIsorY Boirp or Epuca-
TION HELD IN New DrrLui on Decemerz 19 axp 20, 1035,

(1) Unemployment and educational reconstruction.

(1) While conscious of the great debt which is due to the education hitherto
provided in India and ef the part played by universities in promoting higher study and
research and in training men and women for the service of India, the Board is of
opinion that the following consideratioms, among others, necessitate a new. attitude
towards educational problems :

(a) the increasing desire among educationiste and others to bring about changes
in the educational system in view of the altered conditions of life ;

(b) the growing volume of unemployment among the-educated classes ;

(c) the emphasis laid on & purely literary form of instruction in schools ;

(d) the inadvisability of too frequent examinations ;

(e) the large number of ‘ over-age ' pupils in the senior elnsses of high sehools §

(f) the increasing number of students in universities, who are unable to benefit
by university instruction and, in conscquence, the difficulty in making
satisfactory provision for the better qualified students and for reserach ;

(g9) the need of developing training of a more practical ty Te than at present
and of making provision for such training, especinlly for those with
little or mo literary bent, and of adjusting it to the scheme of gemeral
education ;

(h) the advisability of developing a suitable scheme of rural education, by

which boys and girls in rural areae shall be given such truining us would
develop in them a capacity and desire for the work of rural recomstruc-
tion ;

- (2) The Board is of opinion that radieal readjustment of the present system of
education in schools should be made in such a way as not only to prepare pupils for
professional and university ecourses, but also to enable them, at the completion of
appropriate stages, to be diverted to oocupation! or to separate vocational institu-
tions.

(8) These stages should be :
(a) The primary stage, which should aim at providing at least & minimum of
general edycation and training and !ull ensure permanment literacy.

roe. (B) The lower sscomdery stage, which will pwovide self-contained course of
general education and will constitute a suitable foundation either for
higher education or for specialised practieal courses.
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in rural areas, the courses at this ntqe ahonld be attuned to rural require-
ments. . . N

Some :!;r'n; of mmunl trainmg at tlm ntage lhould be prondad, whmh would aim
at the development of practical aptitudes, and be made compulsory. .

(0) The higher secondary stage, in which would he indhded imtmmona with
varying length of courses ; Cmd
(i) preparing students for admission to umverm:u in arts and pclenea H
i (vi) for the training of teachers in rural areas ;
(#i) for agricultural training ; '
(fv) for clerical traiming ; and

(v) for training in selected technical subjects which should be chosen in con-
' sultation with employers,

" Where separate institutions are mot possible for the diversified courses, some of
them might be incorporated in a higher secondary course of enlarged scope whish woulﬂ
permit a choice of alternative groups of subjeets and would end in leaving certificates.

(4) At the end of the lower secondary school course there should be the first publie
examination.

(5) Candidates desirous of joining the subordimate clerical services of Government
and of loeal bodies should pass such qualifying examinations as might be prescribed by
proper authority and should not be more than 19 years of age at the date of their
examination.

The certificates granted to pupils completing other speciallsed courses should receive
Goverument recognition.

(6) Expert ‘advice would be of value in organising the scheme of reconstructiom
outlined above ; and also for suggesting methods of training masters who would assist
pupils and parents in the selection, by the pupils, of courses of study with due regard
to their aptitudes.

'(7) Each province should organise Employment Bureaux for the purpose of advising
students and of elieiting support and guidance of employers interested in the problem.

(8) Every loeal Govermment should actively explore the posaibility of finding new
avenues of employment and oceupation.

Mr. 8. Batyamurti : Are Government considering the question of
so reforming secondary education as not to make all secondary
students tend towards the university, whether they are willing or
unwilling and whether they are fit or unfit ?

_ Bir Girja S8hankar Bajpai : The main object of the reconstruction
is to provide alternatives to umiversity education.

Mr, B. Batyamurti : Do Government propose to lay down any All-
India policy, leaving it to Local Governments to fill in the details, or
do they propose to leave it entirely to Local Governments !

8ir Girja S8hankar Bajpai : In so far as a general policy for the
whole of India ean be laid down, my Honourable friend, when he
peruses this resolution, will find that it has been laid down not by way
of direction but by way of suggestion to Loecal Governments.

Mr. 8. Satyamurti : Are Covernment considering the question. of
advising the universities to confine entrance only to Matriculates, and
leaving the Government to run the Secondary School Leaving Cemﬂ-
cates for purposes other than Matriculation !

8ir Qirja Shankar Bajpai : That particular point, namely, the
conditions on which admission will be conducted to universities, was



et W

QUESTIONS AND Answnas 765

not, as far as I remembar discussed by the- Central Advisory ‘Board of
Education nor did the very distinguished: representatives of the Board
suggest that they should be. Ordinarily. their idea was to leave it to
the universities to decide that in the light of any scheme of reconstrue-
tion of secondary education that may be arrived at as a result of the
consultation with these experts.

Prof. N. G Ranga. Have Government considered the advisability
of suggesting to the Local Governments to introduce vernacular educa-
tion in secondary schools and also to introduce, as far as possible,
agricultural and other vocational training ?

8ir Qirja Shankar Bajpai : In so far :as the vernacularization part
of my Honourable friend’s question is concermed, I gather that in most
provinees stress is being laid more and more on the use of the vernacular
as a medium of imstruction in schools. The other part of my Honour-
ahle {riend’s question, namely, to what extent agriculture should be
introduced as a subject in the schools for vocational instruetion, is 4
matter which will be examined in consultation with the experts,

CHANGES TO BE INTRODUCED IN THE CENTRAL (GOVERNMENT FROM THE
lsT ApriL, 1937.

296. *Mr. 8. Batyamurti : Will Government be pleased to state :

(a) the nature of changes in the Central Government to be intro-
duced from the 1st April, 1937 ;

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

(¢) what the probable distribution of Government property which
used to be held in the name of the King, will be ¢t

The Honourable 8ir Nripendra Sircar : (¢), (b) and (¢). It is
impossible in answer to a question to give the full constitutional picture
which the Hnnourable 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 XIII and Schedule IX of the Act. He
will find an enumeration of the Legislative functions of the Centre in
Parts 1 and III of Schedule VII. The executive functions of the
Centre are described in Part XIII. The distribution of property will
be governed by the provisions of sections 172 and 173 of the Act.

" I may be allowed 4o add, Sir, that if I am asked about changes on any
specific matters instead of "this general question covering . the whole
situation, I shall try my best to answer them. T am not suggesting
formal notice,. but eommunication may be made by letter,

Mr. 8. Satyamurti : May I know, Sir, if my Honourable friend can
answer without notice. what are the intentions of the Government
with regard to the interregnum after the 1st of April, 1837, and before ihe
coming into existence of the Federation, whatever thv date may. be,
with regard to the Legislaturc at the Centre !

“The Hundurable Bir Nripendra Sircar : I will prefer to get a little
time and shall be glad if my ‘Honourable friend will write to me in
the wmatter. . I want to consult the Reforms Department before giving
an answer,
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a Mr President (The Honourable Sir Abdur Rahnn) : The answer
will be given in the House 1

'I'he Honourable 8ir Nripendra Sircar : Yes, Sn-

CaMPAIGN OF FIGHT AGAINST MALARIA BCOURGE.

297, *Mr. 8. Batyamurti : Will Government be pleased to state :

(a)'. whether they are considering any campaign of fight agamst
' malaria scourge ; and

(b) if so, what their conclusions are ?

Sir Girja Bhankar Bajpai : (¢) and (b). Anti-malaria operations
are a matter for the provinces but the Government of India have
reeently placed a sum of Rs. 10 lakhs at the disposal of the Indian
Research Fund Association to be used mainly for the prevention and
treatment of malaria in rural areas. The manner in which this grant
may be most usefully expended is at present under enquiry, As
regards directly administered areas special anti-malarial measures
have been started on an intensive scale in Delhi,

Mr. 8. Satyamurti : May T know what is the total incidence of
deaths by malaria for the latest year for which figures are available 1

8ir Qirja Shankar Bajpai : I have answered questions on that
subject hefore. It 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, but' I shall try and give such information to my
Honourahle friend as is readily available in the Report of the PPublic
Health Commissioner,

Mr. 8. Satyamurti : Will Government consider the advisability of
an All-India pelicy to fight this All-India seourge. and press it on
Loenl Governments ?

Bir Girja Shankar Bajpai : Sir, there have been different questions
on the subject asked at dlﬂ'erent times in relation to quinine which
is the one item connected with the treatment of malaria over which
the Government have any control and T have explained the position
of the Government of India in regard to that matter and I do not think
that 1 ean add anything now.

Mr. 8. Satyamurti : Do the Government of India now accept the
pollcy of having a reserve of quinine, as against the possible epidemic
of an All-India scourge of this magnitude {

8ir Girja Shankar Bajpai : We have not merely accepted it but
we have taken action in the matter. We have now a reserve of quinine
to the extent of 1.50,000 lbs. to meet a national emergency.

Mr. 8. Satyamurti : Are Government satisfied that this is adequate t

8ir QGirja SBhankar Bajpai : Our experts say that that is adequate.

Mr. 8. Satyamurti : Will Government take steps to promote the free

distribution of quinine to the poor people in the villages who cannot
afford to pay even the small price that is charged for it now !



QUESTIONS AND ANSWERS. 767

Sir Girjs Shankar Bajpai : My Honourable friend is aware that last
year the Government of India gave 45,000 1bs. of quinine to the Provxqoes
for free distribution. They cannot do anything more.

Mr. D. K. Lahiri Ohaudhury : I want to know whether the Govern-
ment of India are consulting the League of Nations scheme against

malaria ?

8ir Girja Bhankar Bajpai : There is no League of Nations scheme
which is universally nppllcable The Government of India invited a
Commission from the Lieague of Nations some years ago to visit this
country and make recomnmendations and the report of that Commission
has heen considered by the Government of India as well as by the Local
Governments.

Prof. N. G. Ranga : Will Government consider the advisability of
making an annual grant to Provincial Governments to enable them to
fight thm malaria seourge for some vears to come ¥

Sir Girja Bhankar Bajpai : My Honourahle ‘friend, the Finance
Member, is pretty certain to point out that that is a matter which must
depend upon the financial position of the Government of, India, and that
we cannot make any commitments at this stage,

Mr. 8. Satyamurti : Not even for malaria secourge 1
(No answer,)

ABSENCE OF A PLATFORM AT THE RANIPET RAILWAY STATION, MADRAS AND
SOUTHERN MAHRATTA RaiLway.

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

(a) whether their attention has-been drawn to the representations
made to the Madras and Southern Mahratta Railway to put
up a platform for Ranipet Railway Station ; and

(b) whether they propose to juvite the attention of the Madras and
Southern Mahratta Railway authorities to the great inconve-
nience experienced by the people for want of a platform at
the Ranipet Railway Station ?

The Honourable 8ir Muhammad Zafrullah Khan : (¢) Government
have no information other than that furnished . by the Honourable
Member,

{b) I am prepared to send a copy of the question to the Rallway
Administration if the Honourable Member so desires, but would point
out that the Railway Administration, assisted by the Local Advisory
Committee, is in the best position to judge of the relative importance
of the various stations requiring platforms,

Mr. 8, Satyamurti : In view of the parlous state of railway finance
and the need for attracting third class passengers, will the Government
of India be good enough to consider the suggestions more favourably,
and press upon the railway administration to provide these amenities {

The Honourable 8ir Muhammad Zafrullah Khan : The (Govern-
ment of India will not take upon themselves the responslbdlty of
declaring which stations require platforms in advance of other stations.
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The Governmént ¢an only send down the suggestion to the Agent for
his consideration and I have no doubt that the Agent will spend such
funds -as he may have for this purpose to the best advantage by select-
ing stations which require most urgently to be provided with platforms.

Mr. B. Satyamurti : May I take it that the Government of India
have no part or lot in this matter, and that they do mnot lay down
gencral conditions or anything like that 1

The Homourable Bir Muhammad Zafrullah Khan : Government

eannot be expected to lay down general conditions with regard to the
provision of platforms at each individual station.

LOANS TAKEN BY THE INDIAN STATES FROM THE BRITISH (GOVERNMENT.

299. *Mr. 8. 8atyamurti : Will Government be pleased to state :

(@) the exact amount of loans which the Indian States had taken
] from the British Government ;

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

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

(d) what steps they are taking to recover the money ?

The Honourable 8ir James Grigg : Before answering this question
I just want to mention that I notice a referemce to * British Govern-
ment ', T assume the Honourable Member means the Government of
India.

Mr. B. Satyamurti : 1 did hot notice that myself. 1 made a
mistake, naturally because they are identical. I meant only the Govern-
ment of India.

The Honourable Bir James QGrigg : (¢) The amount outstanding
on the 31st March, 1935, was about 13 crores.

(b) About 12 crores.

(¢) and (d). Repayments are being made regularly acecording to
the terms prescribed by Government.

Mr. 8. Satyamurti : May I know why these loans are given by
the Government of India to Indian States ?

The Honourable Bir James Grigg : That question would require
a long answer. It depends upon the eircumstances of each individua}
case. In the case of the Bahawalpur loan, it was lent to them to
enable them to participate in the Sutlej Valley Irrigation project,

Mr. 8. Satyamurti : Is it part of the policy of the Government
of India to advanee loans to Indian States ?

The Honourable Sir James Grigg : 1 cannot describe it as a policy.
But Indian States do borrow from the Govetnment of India for various
purposes. . Whether the Government of India lends ‘or not depends
dpon the purpose for which the loan is required and upon the security
that is available for the loan.
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Mr. B Batyamurti : May I know how the Government of .;ndia
manage to raise large sums of money from the poor tax-payers of
British India, and advance the moneys as loans to the Indian States !

The Honoi:nb_le Sir James Grigg : These loans are not advanced
out of the taxes, but out of the super-abundance of the rich investors

of British India. :

Mr, 8. Batyamurti : That is to say by raising Government loans 1

The Honourable Bir James Grigg : Yes, Sir. '

Mr. 8. Satyamurti : Who ultimately pays for these loans ¢ The
poor tax-payers of British India t

The Honourable 8ir James Grigg : Not unless there are defaults.

Mr. 8. S8atyamurti : How long has this loan been pending with the
Bahawalpur State ¥ Twelve years {

The Honourable 8ir James Grigg : I do not know the exact period,
but it is quite a long time.
! f.r 8. Satyamurti : How much interest has been collected on this
oan

; The Honourable Bir James Grigg : I cannot answer that without

notice.

Mr. 8. Satyamurti : What is the rate of interest {

The Honourable 8ir James Grigg : The rate of interest varied
with each instalment of the loan that was advanced,

Mr. 8. Batyamurti : What is the maximum rate and what is the

minimum rate {

The Honourable Bir James Grigg : The maximum rate of interest
was something over six per cent. to the best of my recollection.

Mr. 8, Satyamurti : How much has been paid towards the capital {
The Honourable Bir James Grigg : I shall want notiee of that.
As a matter of fact the terms of repayment provide for a series of

anpuities in which no attempt has been made to distinguish between
interest and capital, Tt is sufficient to pay off the capital debt within

a certain term of years.
Mr. 8. Satyamurti : May I take it, therefore, that the interest up-
to-date has been written off 1 - '
The Honourable 8ir James Grigg : You may not.
Mr. 8 Batyamurti : What is the rate of interest now being paid !

The Honourable Bir James Grigg : There is no particular rate of
interest because payment is made by a series of annuities.

Mr. 8. Batyamurti : Will Government take proper steps, hereafter
to safegnard the payment of interest on any loans that may be advanced
to Indian States 1

The Honourable Sir James Grigg : While I cannot pledge my
successors, I am bound to say that T shall be very chary about making

advances to that extent again,
L245LAD o
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Seth Govind Das : What is the minimum rate of interest on which
these loans are advanced !

The Honourable 8ir James QGrigg : I cannot say without notice.

Mr, N. V. Gadgil : What is the security for this loan ?

The Honourable 8ir James Grigg : The revenues from the Sutlej
Valley project in so far as it is situate in Bahawalpur State.

Prof. N. G. Ranga : What was the security for the loan advanced
to.the Alwar State 1

The Honourable 8ir James Grigg : 1 want notice of that, But I
imagine the revenues of the Alwar State.

Mr. 8ri Prakasa : In view of the fact that the Bharatpur State
repudlated many of the debts taken by them, how are Government
assuring themselves that the debts inecurred by other States will not
also be similarly ropudiated ¢

The Honourable 8ir James QGrigg : As far as I remember, an
Administrator was put in charge of the Bharatpur State,

Pandit Lakshmi Kanta Maitra : Have any such loans been advaneed
in recent years to Indian States ?

The Honourable Bir James Grigg : One or two.

Mr. 8. Satyamurti : Since the Honourable Member became the
Finance Member of the Government of India

The Honourable Bir James Grigg : Yes ; one
Mr. 8. Satyamurti : Why ¢
The Honourable 8ir James Grigg : I want notice.

BTEPS TAKEN TO IMRPROVE THE PLIGHT OF HaANDLOOM WEAVERS.

300. *Mr. 8. Batyamurti : Will Government 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 Honourable 8ir Frank Noyce : (¢) The Government of India
are making grants amounting to Rs, 5 lakhs a year for a period of five
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. 8. 8atyamurti : Are Government considering any steps, by
way of friendly and gentle pressure upon the Indian mills, so that they may
leave a certain portion of the market, free for the connumptlon of the
products of handloom weavers ?

The Honourable Bir Frank Noyoce : No, Sir. I understand that
conversations of that kind took place between certain Honourable
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Members of this House and the representatives of the mill industry
which have proved infrmetuous,

Mr. 8. SBatyamurti : Do Government realise that, in certain parts
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 some steps to improve their lot §

The Honourable 8ir Frank Noyce : I have explained the steps
that the Government of India have already taken, If the Honourable
Member will put forward any other suggestions, I should be glad to
consider them, ' e :

Mr. 8. Satyamurti : Apart from that, will Government consider the
possibility of organizing the sales of handloom products, as also finding
a bigger market for their produects {

~ The Honourable Sir Prank Noyce : That is exactly what the grant
is being spent upon, That is exactly what the Local Governments are

doing with it,

Mr. B. 8atyamurti : Will Government consider the advisability of
readjusting their protection policy in such a manner, as to give the
minimum necessary protection to bandloom weavers who deserve it

even better than the rich capitalists ¢

X The Honourable 8ir Muhammad Zafrullah Khan : Protection against
whom ? '

Mr. 8. Batyamurti : Against first of all the Japanese ghades, which
are really most in competition with the handloom products, and

secondly against mill products of a certain count f

The Honourable 8ir Muhammad Zafrullah Khan : So far as Japanese
products are coneerned, the Honourable Member is aware 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 against internal competition.

Mr., 8. Batyamurti : Ilave Government examined this question of
giving protection against internal competition to the extent necessary ?

The Honourable Sir Muhammad Zafrullah Khan : On several
occasions, it has been brought to our notice.

Prof. N. G. Ranga : In view of the fact that the conversations which
some of us representing the handloom weavers had with the representa-
tives of the mill industry have proved infruetuous, will the Government
of India be pleased to use their good oftices and bring across a common
table the representatives of these two interests and try to effect some
arrangement between these two sections in the hope that the handloom
wesvers may have to suffer less than they are doing at present {

The Honourable Sir Muhammad Zafrullah Khan : That really is

not asking for information.
L245LAD c2
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Murber oF MAt GUARD GoLAM SATTAR ON A CALOUTTA SIRAJGANS TRAIN
BETWEEN RANAGHAT AND CHUADANGA,

-~ Me. President (The Honourable Bir Abdur Rahim) : I‘have meivgd_
" {2 Noox notice of a motion of adjournment from Mr. Lahiri
o ) Chaudhury who wants to discuss a definite matter of
urgent public importance, namely, the brutal murder of mail guard Golam
Sattar working E.-47 section Calcutta Sirajgan) train on the 7th night
between Ranaghat and Chuadanga. 1s that a matter of public importance
for which the Government of India are responsible ?

Mr. D. K. Lahiri Ohaudhury (Bengal : Landholders) : Yes, Sir.
Both the Railways and the Postal Departinents are under the control of
the Goverument of India, and I certainly make them responsible. 'This is
not the only case of murder that has occurred in Bengal. There have been
a number of murders in the mail vans. T am closely associated with the
Postal Union and 1 can say that up till now the Government of India have
taken no steps to protect these men who work at night in the mail vans.
Tt is high time for them to take action. '

Mr. President {The Honourable Sir Abdur Rahim) : This is clearly
not a matter which is eovered by the rules #nd it is, therefore, disallowed.

ExTENSION BY THE GOVERNMENT OF BENGAL OF THE PROVISIONS oF CHAPTERS

II ano LI or THE BENgAL PusLic Securiry Act, 1932, To TEE Town
OF (JALCUTTA AND THE DISTRICTS oF 24-PARGANAS AND HOWRAH.

Mr. PFPuresident (The Honourable Sir Abdur Rahim) : The next
notice is from Mr. Mohan Lal Saksenn who wants to move the adjourn-
ment of the business of the House for the purpose of discussing a definite
matter of urgent public importance, namely, extension by the Bengal Gov-
ernment; of the provisions of Chapters Il and III of the Bengal Public
fecurity Aet, 1932, to the town of Calcutta and the Districts of 24-
‘Parganas and Howrah. -This Aet confers on the Commissioner of Police,
Culeutta, and the Distriet Magistrate certain powers which they do noet
at present possess. Is there any objection to this meotion ?

The Honourable 8ir Nripendra 8ircar (Leader of the Iouse) :
Yes, Sir. This matter was notified in the Calcutta Gazette of the 8rd
September last, and | have got the Gazette bere with me. Then, it was
widely discussed in the press, and I have got some of them here. The
Amrita Bazar Patrika of the 4th September contains a very long article
referring to this Gazette notification and mentioning its objeets and
contents. This paper reached Simla on the 6th September. Then, in the
Hindustan Times of Stptember 4, we had a paragraph on this subject.
The headline is : '

‘‘ Public Security, Bengal Act enforced in Calcutta and Buburbs '’ :

‘* A notification in today’s Guzette snnounces that eertain important sestions of
the Bengal Public Security Aet, 1032, will be enforced in Caleufta and suburbs snd
the distriet of 24-Perganas with effect from Feptember 3.’ '

So I submit that the Honourable Member should have gwa; notice
on the very mext day.

(772 )
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-Mr, uohtn Lal Baksena (Lucknow Divigion.: Non-Muhams
Rural) : the ,pommunigné was « pubhshed in the Hindustan' smes
jrutardty onlsn The Calcutta Gazette published it on the 3rd Septémbé‘r
and the Hindustan Times had a paragraph op the 4th September.

Mr, President (The Honourable Sir Abdur Rahim) : Why wag nnt
not.me given immediately afterwards ! That is.the argument.

' ‘Mr, Mohan Lal Saksena : In the Hindustan Times of the 4th, thﬂe
was only a paragraph, but it did not contain the full information. You
have ruled, Sir, that on adjournment motions we must give certain definite
particulars, and those particulars were not available till yesterday. As a
matter of fact, I had received a telegram also, but that also did not eontain
the full particulars.

The Honourable 8ir Nripendra 8ircar: The -article in the
Amsite Bacor Patréka gives the whole text of the notification with the
date and everytbing

. - Mr. N. V. (Bombay Central Division : Non-Muhammadan
Rural) : When was that received here ? :

The Homourable Sir Nripendra Siroar : That paper was here on
the 6th. I remember reading it three or four days ago. .

“Mr, Mohan Lal Saksena : The details wo got only yesterday. and,
immediately after that, I gave notice.

Mr, 8. Satyamurti (Madras City : Non-Muhammadan Urban) : Sir,
you have ruled, and if I may say very respectfully, quite rightly, that we
cannot move an adjournment motion, without satisfying ourselves as to
the details ‘of the subject-matter of the motion. My friend received a
telegram and consiilted me ahout it, but thete were no details and the
communiqué also was not received here until yesterday when it came out
in the Hindustan T'tmes, which is th¢ paper which we all get here and
read.. 1 want you to look at it humanly, and not expeect us to read all
the newspapers in the world, and thus 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 ‘a few hours. o

Mr. President (The Honourable Sir Abdur Rahim) : It is a matter
of seven days, and the practice is quifé clear,

The Honourable 8ir anendra 8Sircar : The copy of the
Amrita Bazar Patrika came here on the 6th. '

Mr. 8. Batyamurti : But that did not contain the commuuiqué itself.
Your ruling was, Sir, that we must not rush to the House, as soon as an
article happens to be published in some newspaper or other. This article
in the Patrika ho doubt refers to the Government commumqué but it
does not give the actual extension of the Act, as it is given here. We want
to make out a case against Government, and we must know what the exact
provisions of the notification are. Moreover we thought that, as we had
adjournment motions practically every day, we can move it now, as there
¢dfi be only one on each Hay. '

Mr. President (The Honourable Sir Abdur Rahim) : T cannot start
4 new practicé now.
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Mr. 8. S8atyamurti : The practicé is that, as soon as we get definite
news, we should come before the House. It is & very important matter
and it ought not to be ruled out on a plea like this. After all I am
surprised at Government objecting to this.

Mr  President (The Honourable Sir Abdur Rahim)-: If it were &
question of a day or two, I would not mind, but here there has been much
more delay. and 1 must, therefore, rule that it is not an urgent matter
according to the accepted inla«rpremtinn of the rule. The motion Iis,
therefore. disallowed.

e e

SITUATION IN PALESTINE.

Mr. President (The Honourable Sir Abdur Rahim) : I have also
received notice of a motion of adjournment from Maulvi Syed Murtuza
Sahib who wishes to disenss a definite matter of urgent public importance,
namely, the omission of the Government of India to bring to the notice
of His Majesty’s Government ihe strong Indian feeling about the sitnation
in Palestine which has resulted in the declaration of martial law and the
despateh of fresh troops to Palestine. Is there any objection to this motion?

The Honourable 8ir Nripendra 8ircar : Yes, Sir. The notice com-
plains of omission on the part of the Government of India. As a matter
fact, there has heen no omission.

Mr. 8. Batyamurti : That is going into the merits.

The Honourable Bir Nripendra 8ircar : But he must make out some
erounds,

Mr. President (The Honourable 8ir Abdur Rahlm} It means a
deelaration, I think,

The Honourable 8ir Nripendra Sircar : There has been no declara-
tion of martial law : on the other hand, the communiqué states that it is
hoped that there will be no eclaration of martial law.

Mr. 8, Satyamurti: That is a matter of fact, which we can discuss
when the motion comes on.

The Honourable 8ir Nripendra S8ircar :I submit that a course of
conduct like omission is not a definite matter within the rules......

Mr. Ram Narayan 8ingh (Chota Nagpur Division : Non-Muham-
madan) : Why not ¢

The Honourable 8ir Nripendra B8ircar : 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 the question is,
when did our failure take place, at what date, this has been going on for
weeks and months. 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 does it become suddenly urgent and a specific matter of importance
today ? 1 submit, Sir, that this ought to be disallowed.

Mr. President (The Honourable Sir Abdur Rahim) : Has the
Honourable Member got to say anything on the point of order 1
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. Maulvi 8yed Murtuza 8ahib Bahadur (South Madras : Muham-
madan) : Sir, a declaration has aiready been made : military officers
have bheen sent and a whole division is to be despatched to Palestine :and
if such an important matter cannot be discussed now, the result would be
injurious.

Mr, President (The 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 }

Some Honourable Members : He has not followed it at all ! |

_ Maulvi 8yed Murtuza Sahib Bahadur : We wish to condemn the
failure on the part of the Government in not having communicated the
intense feeling in India against the attitude taken by the British Govern-
ment regarding the Palestine question.

Mr. President (The Honourable Sir Abdur Rahim) : Is there any
proof that martial law has been declared ¢

Maulvi 8yed Murtusa Sahib Bahadur : It has appeared in the press.

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

Maulvi 8yed Murtuza 8ahib Bahadur : It was declared on the 8th,
and we got the information just yesterday.

Mr, President (The Honourable Sir Abdur Rahim) : Have you got
anything to show that martial law has been declared 1

Mr. M, A Jinnah (Bombay City : Muhammadan Urban) : As far as
I understand, some newspapers have said that His Majesty’s Government
-have issued a communiqué threatening to declare martial law, and troops
have already been despatched to Palestine.

Mr. President (The Honourable SiﬁeAbdur Rahim) : What has the
Honourable Member to say as regards the ‘‘ omission of the Government
of India '’ * Is that a definite and urgent matter within the rules ?

Mr. M. A Jinnah : I am not in charge of this motion : I nnly made
a stalement of fact #s it has appeared in the newspapers.

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

Mr, 8. Satyamurti : An act of omission is defined in the Indian
Penal Code : an omission may be an offence, as much as an act.

Mr. President (The Honourable Sir Abdur Rahim) : There can be
no doubt that this is a matter of public importance : but the question
I have been asked to consider by the Leader of the House on the point of
order is whether the alleged omission of the Government of India to bring
to the notice of His Majesty’s Government the feeling regarding the
gituation in Palestine is a definite and urgent matter : and the further

int that has been raised on behalf of the Government is, there has

een no declaration of martial law, and in fact what the communiqué
of the British Government says is that it is to be hoped that there will be
no necessity to declare martial law in Palestine. As regards the first
question, I am unable to hold in the facts of the case that it is a definite
urgent matter which the Government should be called upon to answer.
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(M Prosidemt:] e
regatds thetbeond pomt I take it that there has boen no declamhon of
martial:kaw yet ; and on these two grounds the motion fails. I, therefore,
hold:shat the :motion is out of order.

'THE INDIAN COMPANIES (AMENDMENT) BILL—contd.

Mr. President (The Honourable Sir Abdur Rahim) : The House
will now resume: diseussion on the Bill further to amend the Indian Com-
panies Aect, 1913, for certain purposes, as reported by the Select Com-
mlttee

Babu Bal,ina.th Bajoria (Marwari Association : Indian Commerce) :
Sir, last evening, when the House adjourned, I was discussing the previous
suggestion of my friend, Prof. Ranga—I am sorry I do not see him in his
seat just now—that travelling allowance should be givell to every share-
holder to attend meetings of the company. I would have gladly accepted
this proposal of my Honourable friend, as it would have enabled me to
travel throughout the length and breadth of this country at companies’
cost, by buying a few shares in companies situated in Madras, Bombay,
Lahore, Karachi and Calcutta. But I may tell my Honourable friend that
there could not be an easier method of driving a nail into the coffin of
the company than if my Honourable friend’s suggestions were to be
accepted. So I shall leave this suggestion to my Honourable friend alone.
Indeed the whole tenor 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 Bocialism in our mdustr‘ies. I am dead
agairist Communism and Socialism, terrorism or any other ‘‘ isms’ belng
introduced in our industries......

Mr. 8, Batyamurti (Madras City : Non-Muhammadan Urban) : A_nd
Marwarism !

Bdbu Baijnath Bajoria : We are already having the evils of ‘these
¢ jsms ’’ in our country as a ‘whole, and 1 would like that these ¢vils should
be eradicated from the body politic of our country. T must apologise for
having drifted a bit from my point. 1 was dealing with the fact that the
shareholders should take interest in the affairs of the company. Share-
holders are suffering from certain disadvantages : they are not united :
they are not concerted in their activities : they do not have the intelligence
possessed by the directors and the ma.na.gmg agents. When their interests
clash with the interests of the managing agents, certainly it becomes a very
unequal contest. Shareholders are completely at the mercy of the manag-
ing agents : they have to remain satisfied with whatever dividends are' paid
to them on their investments. The managing agents, on the other hand,
take the lion’s share of the profits and give the sharcholders only the
erumbs. With your kind permission, Sir, T will read how the dividends
have heen distributed in the 1ast 12 years in one company. It is a ‘well-
known company in Calcutta, named Keshoram Cotton Mills. It had 60
lekhs of ordinary share ca.pita.l and 20 lakhs of preference capital. The

eompany was in sach a bad plight that out of 60 lakhs of the ordinany
gt]frtal 45 lakhs had to be wiped off in a reduction of capital schenm,
these 12 years, from 1924 to 1936, the ordinary shareholders hawe

got di\ndends of only Rs. 4,12'500; and the px!eferenwe shanhnidei-s hm gn

oo
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only Rs. 14,50,000 and some dividends are still dpe to the preference
sharehelders, ., The total amoynts distributed by way of dividends came to
Re, 18,62,500, whereas the Managipg Agents have got Rs. 15,32,828 during
thesée years. . 8ir, another thing is this.. Though this Company has been
far several years and still is in such a bad way, the managing agents have
doubled their commission from 1 per cent. to 2 per cent. on gross sales.
This is one example. Now, I shall give the House another example and
that relates to-the Birla Jute Manufacturing Co. Here again, Sir,
you will find that the ordinary share capital and the preference share
capital altogether comes to about 48 lakhs. Here the dividends which
have been ‘distribtited between the sharehelders, preference and ordinary,
have come to Rs. 43,75,000, in spite of the fact that the Jute Mills have
done very well during the past ten years, though they have not done so well
during the last 2 or 3 years, but. before that, the jute mills had done very
well, and the managing agents got Rs. 29,36,000 during this period. My
idea in giving theke figures to the House is to show how disproportionate
ia: the distribution of profits between the sharcholders and the managing
agents. Sir, we have to bear all these facts in mind when we frame this
legislation, and I think it is our primary duty as legislators to protect the
interests of the shareholders first and foremost, because, after all, it is their
capital which is at stake in the company.

My Honourable friend, Mr. Sri Prakasa, said that there are two
classes of managing agents, firstly, those who promote a company only
for their own benefit, and, secondly, those who promete a company only
for the benefit of the community and the country. I would like to point
out, Sir, that most of the managing agents who promote companies have
both these objects in view, namely, to serve themselves and to serve the
society: and the country.....

Mr, 8ri Prakasa (Allahabad and Jhansi Divisions : Non-Muhawm-
madan Rural) ; T don't deny that.

Babu Baijnath Bajoria : Thank yow. But, Sir, there is another
class of managing agents who promote companies with ulterior motives
to secure personal gains and to dupe the public.- Unfortunately, there have
recently sprung up many mushroom companies started with such base
motives, and it is to check the formation and growth of such mushroom
companies that we are here {o enact this piece of legislation,

Sir, I -now come to the question of the duty of the Directors of a
Company. It is the duty of the Directors to control and guide (he
managing agents in the general management of the company. In matters
of general policy and broad finance, it is the Directors who should be
supreme, but unfortunately the present day Directors are merely puppets
ir the hands of the managing agents as they owe their position as Directors
to the managing agents. 8ir, it is. absolutely necessary that we must have
8 Buard of Directors which shall not be unduly under the influence of the
managing agents and which shall be in a position to dictate to the manag-
ing . agents at least on questions of general policy and questions of
broad finance. Sir, it is not uncommon that we see in the Articles of
Association of Companies such rules and regulations provided so that tho
powers of the Directors are reduced absolutely to zero. We mast provida
against these things. ‘1 shall make some suggestions about the formation
of a Board of Directors. Tn my opimién, '8ir, there should ‘be at least
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three Directors in every public ¢company, whether incorporated before or
after the commencement of this Aect, and at least half ‘of the Directors
ghould be elected by the shareholders in a general meeting of the company.
In the Bill before us, only 8 minimum of one-third is provided, but T want
it 1o be raised to half.

Then, Sir, it is said that we have provided only the minimum of
one-third. The shareholder may elect two-thirds, if there are no special
Dircctors appointed on the Board. I say that if special Directors have to
be elected as at present from among the debenture holders or nominees
of local bodies, there is nothing to prevent the Directorate being expanded
from 3 to 5 or so.

Again, Sir, it is not quile clear to me as drafted in the Bill whether
the managing agents, apart from their power to nominate one-third of the
Directors on the Board, will also have a right to vo® in the elections
for the balance of two-thirds of the Directors in the general meeting of
a company. 1 should like this position to be made clear.

Then, Sir, T come to the system of the election of Directors in general
meelings. Much has been said in this House on this matter. I support
wholeheartedly the proposal that the system of election of Directors in
general meetings must be by the method of proportional representation
by means of the single transferable vote. It has been said by my Honour-
nble friend, Mr. Sen, that this system will not work. With due respect to
him, 1 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
the Directorate, if fifty-one per cent. shareholders combine, then 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-
tional representation if five Directors have to be elected in a Board,
then any Director who cornmands the confidence of 20 per cent. of the
shareholders will get a chance of being elected to the Directorate. So
under this system of election the majority of “the shareholders will be
satisfied.

Then. 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 system 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 far as the provisions of rotation 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 proportional representation. This will ensure continuity of
policy which has been one of the main features of this rotation system.

Then, it was said that it might be that all the Directors would have
to go. 1 think such a contingency would not arise except on very rare
ocensions, and that too when the company is so badly managed that all
the Directors deserve to be sent out.
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Then, Sir, my friend, Mr. Sami Venkatachelam Chetty, said yesterday
that there should be provincial representation on the Board of Directors:
Ag I have said before, I do not want provincialism, communalism or. any
nther ism....". : h

Dr. Zianddin Ahmad (United Provinces Southern Divisions :
Muhammadan Rural) : Not even rheumatism !

Babu Baijnath Bajoria : Rheumatism will paralyse industry and the
company.

Mr. 8ri Prakasa : Capitalism !

Babu Baijnath Bajoria : Without ecapital, there cannot be any
indastry.

An Honourable Member : We do not want the capitalist ; we want
the capital.

Babu Ba.ijnafh Bajoria : Then I come to another thing. This is
alowt speculation by directors in shares of the company of which they
are directors. It is common knowledge that several unscrupulous
directors 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
they have got special knowledge of the affairs of the company, especially
when the time for declaration of dividends come. You all know that the
declaration of dividend is decided by the board of directors and is not
wade public at that time. The public know about the rate of dividend
when the general meeting is held a few weeks after. During this
interval mueh mischief is being done by the directors. I regret no
provision has been made in this Bill to check this evil. I have given
uotice 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
comes 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 managing 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
them under this clause, he will argue most eloquently and succeed also in
getting compensation. With this Damocles’s sword hanging over their
head, T am sure that very few companies will run the risk of terminat-
ing the contract of managing agents. The whole idea of this Bill is that
the contract of the managing agents should be terminated after 20 years
and then i shall be optional with the shareholders to renew the contract
or not. I think this compensation clause should be deleted. Provision
has been added in sub-section (e) of section 87-B and sub-section (1)
of section 87-C. that the first appointment of the managing agents and
tle remuneration of the first managing 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 appointment and of remuneration are as a general
rule set out in the prospectus and are also published, but I ask my
Honourable friend, the Leader of the House, to take into consideration
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the fact aé:t6-how many shareholders or. prospective shavebolders read
those prospectusss.. 1.will say a negligible fraction. I- think - these
provisos will nullify the object of these sections and so they should be
deleted.

There is one other thing which 1 want to say. That is about the
manipulation of voting rights by the managing agents by the creation
of different classes of shares, such as, deferred shares, founder shares,
management shares, and the like. By these methods they reserve to
themnelves, either directly or through their nominees, the absolute voting
power and control of the company and render the voting rights of the
ordinary shareholders a practically nil. As I have got an amendment
on this point also, I won’t dilate on that at length mow. A glaring
instance has come into notice in Calcutta in the case of a big jule mill.
I think something must be done to see that the shareholders, and
especially the ordinary shareholders, get voting rights in the company
proportionate 4o the capital invested by them.

1 now come to the auditors. My Honourable friend, Mr. Sen, may
be satisfied that the auditors are discharging their duties miost efficiently
and that there is nothing to be said against them and no provision is
required. But I for one am not satisfled. I know that it is to the
auditors that we as shareholders look for a detailed examination and
serutiny of the accounts of the company. You cannot expect the directors
to go into the minor details of the accounts and it is to the auditors that
we look for this purpose. The auditors are the watch dogs of the compuny,
and if for some reason or other they fail 4o discharge their duties properly,
no amount of legislation I say in other respects will improve the affairs of
the company. T regret that under the present practice the auditors feel
that they have amply discharged their duties if they simply tally the
hooks of account with the vouchers. They do not question, I do not think
they have got the power to question, the propriety of the expenditure. If
the voucher says, Rs. 50,000 has been paid to so and so, they have to take

it that it has been paid for good reason and they cannoi question even if
the payment may be a bogus one.

The Honourable Bir Nripendra Sircar (Law Meniber) : It will help
me 1o answer this part of my Honourable friend’s case if he will kindly
inform me if he knows of any case or cases where the auditor has falsely

audited. I do mot want general charges. If he can give me a couple of
‘mstances T shall be obliged.

Babu Baijnath Bajoria : I think in the Bengal National Bank case
the anditor was found to be guilty of professional misconduct and it was

a big firm of European auditors, and the auditor was sentenced to a long
term of imprisonment by the Court.

__ The Honourable 8ir Nripendra Sircar : Let me inform my Honour-
.able friend that I appeared for the prosecution in that case and got that
sentence of imprisonment, but there was nothing wrong with the audit.

‘Babu Baijnath Bajoria : Was he not convieted and sentenced to a
lmg term of imprisdnment ¥

_ 'The Honourable 8ir Nripeudra Bircar : Yes, but there was nothing
“wrong with hig‘_ audit.
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Mr. 8Bri Prakasa : Was he sent to prison simply because my
Honourable friend was the prosecutor 1 (Laughter.)

The Honourable Sir Nripendra 8ircar: One of the reasons.
(Lavghter.)

Babu Baijnath Bajoria : The nudn:ors at present perform only
formal seratiny. The substanee may be wrong, but if the form is correct
the auditors feel that they have dome their duty. Now I will ask this
question. There have been so many companies whieh the auditors have
uudited, and may I ask how many formal complaints have been made by
the nuditors against the companies ¥ When the company comes to grief,
then and then only do the shareholders find out that things have been
going wrong. Prevention is better than cure, and at that stage the com-
puny ' is already doemed, nothing can be done, and the shareholders’
money is alneady lost. If the auditors had done their work properly and
informed the shareholders, then something might have been done to
protect and save the company. Whether the auditors are doing their
work preperly er not is another guestion, but I submit there should be a
¢heck on the work of the auditors. What check is provided here !
Bupposing I am entrusted with a certain job and if I do not perform
that job properly there must be some check over me. Otherwise, if there
is no eheck over me, how can you expect that I shall perform my duties
efficiently ¥ If I have no fear, then I will do it as I like.

The Honogurable 8ir Nripendra 8Sircar : Who will check the checker
An Honourp.ble Member ;: Another checker will check !
Mr. N. M. Joshi (Nominated Non-Official) : The Government !

Babu Baijnath Bajoria : The main reason why the auditors are
atraid of doing their duty properly is that they owe their appeintmens to
the favour of the managing agents. I know that technically the auditors
are appeinted with the sanction of the general meeling of the company
but that is merely a technical thing. It is the managing agents to all
intents and purposes who appoint the auditors and it is they, if they
likke, who can remove them.

M.r M. B. Aney (Berar Ixepleaentatwe) May 1 ask the Honourakle
Memnber whether he can even now give any instance where auditors have
failed to do their duty. !

Babu Baijnath Bajoria : [ have already given.

Mr, M. 8. Aney : The Law Mcember has given some explanation.
Babu Baijnath Bajoria : No explanation has been given.

Mr. 8. 8atyamurti : Read Lokanathan’s book.

The Honourable 8ir Nripendra 8irear : 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
compulsory for these reports to be published and my friend can take it
from me that the auditors have brought out defects hundreds of times.

Babu Baijnath Bajoria : In this Bill, I am glad that loans to manag-
agents, directors and auditors have been wiped out. This will go a
lo‘ng way %o check the evils of the present practice. I am also glad that a
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profit and loss account has been made compulsary. It has been made com-
pulsory. that the profit and loss account will be shown along with the
balance shect of the company, though in many cases the prefit and loss
accounts are shown even now. I am also glad that it has been provided
that the account of the subsidiary cempany will be circulated to the share-
holders of the holding company.  There is one other point and that 1s
about the valuation of the stocks and investments in balance sheets. At
the present moment these valuations are made according %o the whims and
mercy of the managing agents and they value it at cost. or at market value
or under cost or under market value or whatever they like. There must
be some system. in it. If{ must be either cost or market value, preferably
whichever is less and they must not value their stocks and investments at
anything except at cost or market value. Sir, my main object in pointing
out some of the defects which exist in the present Bill is only with the
intention that they may be remedied. 1 want that the industries of our
country should prosper and that companies may prosper, but at the same
time we want that there should be restrictions and control over managiug
agents, directors and auditors, so that they may not abuse their position.
I am wholeheartedly in support of this Bill and we are very much grateful
to the Honourable the Law Member for the trouble which he has takem
in framing this Bill and I think he has done a real service to the country
in promoting this measure. There is one thing which I have forgotlen.
The Honourable the Law Member said the other day that rich Marwaris
have a habit of dying at convenient times. I think that is only a humorous
remark. 1 know that the Honourable the L'aw Member has got plenty of
humour and I won’t mind it if this remark was not intended to cast any
aspersion..... '

The Honourable 8ir Nripendra Bircar : I can assure my Honourable
friend that no aspersion was meant. '

Babu Baijnath Bajoria : 1 am glad. I would not say anything on
that. The Hopourable the I.aw Member will bear with me that I did not
object to the provision of clause 82 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 than 10 persons who want to do banking business or if
there are more than 20 persons who want to do any other business, they
must form ‘hemselves into a private company and if this provision is not
complied with, the offence is made penal and the parties will be fined
Rs. 1,000 and they will also be subject to a civil liability. The Honour-
able the Law Member knows very well that there are innumerable Hindu
firms—partnership firms, joint family partnership firms—which have got
more than 20 members. It is a common practice amongst us Indiang for
four or five families to join together and do business. Under the present
elause, we shall be prohibited from doing business until we have formed
a joint stock company. We know that to form a private company means
that we shall have to keep our accounts in English. We shall have %o
appoint an accountant and shall have to abide by so many rules and
regulations under the Compauy’s Act that it is imposeible for an illiterate

.



"-THE TNDIAN COMPANIES (AMENDMENT) BILL, 188

man, the ordinary businessman, who does not know English to comply
with all these requisitions. It shall be an undue and unnecessary hardship
on us and I request my Honourable friend the Lieader of the House to
save us from this hardship. 1 have given amendments to this effect. I
shall deal with them later on. Then, again, about the transfer of shares,
scme diffieulties have also been experienced by us. We do not take letters
of ndministration on the death of a member of a family. Why should,
for the purpose of transference of shares, we be foisted with the onus of
taking letters of administration ! The production of a succession certifi-
cate ought o be enough. With these few words, I wholeheartedly support
the Bill and shall be glad to see it placed on the Statute-book.

8ir Leslie Hudson (Bombay : European) : Sir, 1 do not propose
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 much
better Bill than the one that was originally placed before the Iiouse 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. Ayyangar, Dr.
Zjauddin, 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 mentioned
by miy Hencurable friend, Pandit Govind Ballabh Pant, is likely to bring
that about. For my part, I prefer evolution to revolution. (Hear, hear.)
Revolution implies, especially just now, a particularly sanguinary state
of aflairs and would bring in its train the wholesale destruction of
istitutions and practices which have been built up by years of
experience ; but, if I may, I should like to pay a tribute to my Honour-
able friend, Pandit Govind Ballabh Pant, on the constructive speech
in which he criticized the measure before us. None of us want to per-
petuate the instances which have been quoted in this House wE:re
managing agents have manipulated contracts for raw materials and other
supplies for their own benefit, to the detriment of the company for
which they have had the management, but the restricted clauses which it
is sought to include in the Bill to deal with such contracts are of such a
nature that they will defeat a part at any rate of their objeet. It may
and often does happen that managing agents are the best and the most
economical channel through which such contracts and such purchases can
be made. As my Honourable friend, Mr. Susil Sen, mentioned in his
speech—on which I should like to congratulate him ay being a very fair
and unbiassed statement—the Bill is intended to restrict, but not to
strangulate. As an example of the danger of undue restriction, I would,
however, draw the attention of the House to the effect of clause 87 A (2),
to which many amendments have been tabled, to limit drastically the
tenure of managing agents’ contracts. I am aware that the Honourable
the Law Member has said that he will be dealing fully with the whaole
question of managing agents and I do not want to infringe upon his line
of action. From our point of view we shall deal with that when we come
to the stage of the relevant amendments. T would only utter a note of
‘'warning as to what would be likely to happen if the tenure of existing
managing agents were terminated in two or five or ten vears, as some
Honourable Members would like to ree effected. (‘ompnmes which have
for years past been: nursed and financed by their managing agents would
find that their managing agents would, for their own protection, have to
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ocall in the monies advanced by them—and very considerable sums . ia
many ocases— with the obvious result that those cempanies would find
their resources so restricted as to leave them faced with disaster. And,
Sir, this is not a cry of ‘‘ Wolf /’—it is the bare and unpleasant fact.
In addition to the losses which would occur to thousands of shareholders
who have for years past relied on,the finaneial strength and reputation
of their managing agents, it would .also result in a very serious restric-
tion of trade in every direction.

Another instance is the inclusion of regulation 107 of Table A as a
compulsory part of every company’s articles. This regulation, as the
House well knows, illustrates what items should be included in a com-
‘pany s profit and loss account. We consider that it is not possible to lay
‘down a hard and fast rule and to standardize the form of profit and loss
account 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 unneces-
sary hardship. We are not in any way desirous of precluding the dis-
-closure of the company’s position to the shareholders, should they by a
resolution express their desire in that direction, but a eompulsory dis-
elosure, we maintain, may be most ‘detrimental to the interests of the
shareholders themselves, in that information of importance to their com-
petitors may thereby be made publie.

Other danger points in the amendments which have been sent in are
not difficult to find. I would specially point to the words ‘‘ directly or
indirectly '’ which find a place in several important amendments. It has
not been easy in the Select Committee to find definitions for several terms
used in the Bill. But'I am at a loss entirely to see ‘how those words
** directly or indirectly '’ are going to be interpreted.

There are other points, 8ir, which we wish to raise when we come to
the discussion of the clauses of the Bill. We have had some difficulty
in finding ourselves in agreement with certain of the clauses in the bankin
section which we hope we may be able to improve by amendments whic
‘we shall move. Amongst the amendments which we shall be moving are
some which are questions of principle with us, and there are others which,
twhile possibly of less importance, will, we think, improve the Bill by
rremoving doubts in the language emplayed or which will prevent positions
of impracticability arising. - When one sits down after the conclusion of
a Select Committee on an important matter such as this Bill is, points are
bound to occur where decisions reached- in the Select Committee are
found to have contingent results which were not observed at the time.
This will very likely be the case after the Bill has been passed into law
and T hope the Honourable the Law Member will assure us, in hig 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
opportunity of correcting them.

There is just one point in the speech of my Honourable friend, Mr.
Sri Prakasa, which I should like to refer to. He alluded to the first joint
stock company of India and its first managing agent, Mr. Robert Clive.
T think another of his colleagues would be only too willing to produce an
Indian version of that celebrated film ‘‘ Clive of India '’ if he wonid get
the .asgistance of Mr. Sri Prakasa in the leading role and wve shall enjoy
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the scene where our friend would be issuing his edicts in one-clause Bills.
(Laughter.) Sir, it should 1 think be a pleasure for all of us to debate
& measure like this on which we are not likely to be divided on ordinary
party lines ; and so far as my Group is concerned, I can assure the House
that our whole endeavour will be to produce a Bill which will give a fair
deal to the shareholders, to the directors and to the managing agents, and
that, 1 believe, is the intention of both sides of the House,

In conclusion, Sir, I would like to pay a tribute to the work that has
been done in connection with this Bill by my Honourable friend, Mr.
Susil Sen, and the Honourable the Law Member, (Loud Applause.) Mr.
Sen’s report is an eminently able document and his frank confession
yesterday on one point that on examination of further evidence he had
changed his view is an illustration of his desire to be fair to all the
interests concerned. (Hear, hear.) My Honourable friend, the
Honourable the Law Member, outstanding lawyer as he is, was of the
greatest assistance 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 measure
which containg a much-needed reform of the company law of the present
day, which will profit the shareholder ~without restricting trade or
hampering industrial development, his name will be remembered with
gratitude by all sections of the community. (Loud Applause.)

Dr. B. D. Dalal (Nominated Non-Official) : Mr. President, in sup-
1 P porting the motion moved by the Honourable the Law

S Member to take into consideration the Bill further to
amend the Indian Companies Aet of 1913, as reported by the Select Com-
mittee, I desire to refer to some of the general considerations and salient
features of the Bill. '

In the first place, I heartily congratulate the Honourable the Law
Member on bringing forward this Bill. I think the general reform of
Company law has been long overdue. I am sure that this is a Bill
which the House will welcome as a practical and substantial contribution
to commercial law ; and 1 hope that the House will agree that we owe a
real debt of gratitude to the Honourable the Law Member, who has been
indefatigable over this Bill in order to bring company legislation in
India up-to-date and to minimise the risk of frauds, malpractices, and
abuses in company management. The Honourable the Law Member has
carefully weighed the advantages and djsadvsntaﬁles of action and has
gought to find the happy mean. In every case where there is a re-
cognised evil against which the public ought to be protected, such pro-
tection has been afforded in the Bill ; and in preparing this Bill the
Honourable the Law Member has constantly kept in view one great con-
sideration and it is that while the abuses must be stopped, nothing should
be done to stop legitimate and good business from finding full play so
that the frade and commerce may be brought to the country.

Sir, this Bill will set up a standard of honesty and a standard of
conduct, which will enable the investing public to judge fairly easily
whether a eompany may be regarded as a respectable company or not.
Encouragement of the investment habit is a most desirable thing in India.
because it will tend to discourage the holding of wealth in inert forms.
If we are to have money for industries in India, it is essential that there
should be in the mind of any intending investor the sense of security in

the investment.
L245LAD »
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Bir, this Bill contains a large number of. °provisions fmm the
En.ghsh Companies Aot of 1929, and also further ‘provisions directed -
particularly” at ‘the managing agency system. The' managing ' ageney .
system has rendered great services to industry and commerte in India;
but to prevent abubes certain safeguards have been found to be absolutely
necessary, and provisions have been inserted in the Bill accordingly.
Honest and conscientious managing agents have nothing to fear from
this Bill. On the contrary, they are likely to benefit, because these safe-
guards will inspire confidence amongst the investing public and will also
eliminate competition .of & most undesirable character. This Bill gives.
ample protection to the old and existing agencies, and it places strict
resirictions on umsound flotation of new companies. This Bill gives’
ample powers to the Board of Directors to exercise proper supervision
over the managing agents. It also gives the shareholders greater con-
trol, and it also provides for proper diselosures in the prospectuses and
balance-sheets.

Now, Sir; 1 shall jost say one word as regards the remuneration 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 below the market price, but the managing agent will keep:
w orkmg in order. that his remuneration may be maintained undiminished.
A commiseion on sales is equally open to objection. The sales may be
cffected at a profit or at a loss yet the remuneration of the managing agent
is mecure. But the most satisfactory method of remunerating managing
agents was first introduced by that great Parsi industrialist, the late
Mr, Jumsedji Nasarwanji Tata. That method is & fixed percentage om
net annual profits, at the same time providing for a minimum amount of
remuneration in case the figure of remuneration on net profits is lower
than the minimum fixed. Many first class ceompanies have already
edopted this method of remuneration, and under this Aet this method of
remuneration becomes compulsory. In the existing companies where this
method of remuneration obtains, attempts are sometlmes made to seenre
larger remuneration by artfully defining the phrase ‘ net profits ' ; and
under that definition legitimate.charges against profits, such as deprecia-
tion, are excluded mhile subsidies and bounties are included. But under
this Act the term ‘ net profits ’ is legally defined. BSo, in future the
gmount of remuneration of the managing agents will be calculated on ths,t

asis

8ir, to my mind, an arresting feature of the Bill is the provisjon it
mnkea for regulating 'the working of what are known as parent companies
and subsidiary companies. This branch of company organisation ig com-
puratively recent. A large company forms a number of smaller com-
panies, and purchases 50 per cent. or more of their capital. The large
company is called parent company and the smaller companies are knowm
#s subsidiary companies. The Bnglish Aot of 1929 provides legislation
for this branch of company érganisation, and' in the light of the experience
obtained in Great Britain since the passimg of the Act .of 1929, this Bill
goes a step further and provides thaf along with the: belance-shoet of the
parent company the hast audited balamoe-gheetw and profib and loss accounts
of the subsidiaries also showld be pubhished adit eirenlated amemgst the
shareholders’ of the parent eompany. This enables the shareholders to
appreciate the financial position of the companies in which their money is
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invested. This subsidiary system is open to grave abuses, aud provisions
have been inserted in the Bill to. prevent or check abuses.

§ir," a remarkable - provisibn introduced by the Select Commitbée
allows a Registered Accountant to style himself as Chartercd Accountant;
India. This piece of legislation; if enacted, would legalise a virtual fraud:
on the, public ; and it would be tantamount to an expropriation of the
rights of legitimate professional chartered accountants, who have had to
obt.am a hlgh degree of qualification at eons:derable expense after five
years’ study in order to earn that designation.

Now, 8ir, 1 shall touch upon a very important point and thatas in
respect of the multiplicity of directorships held by one man. I think it
would be extraordinarily unwise to lay down.that a man should only be:
a director of a fixed number of companies. In no walk of life are men of
great 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
when we want to get industries rationalised, at a time when we want
driving power and experience of able men in such develeopments, I think
we could not do a more futile thing than to lay down that a man can only
be n.director of a fixed number of companies. I am strougly of the
opinion that we should not do any thing to fetter the elasticity with which
businesses .ought -to function.

I think the Bill, which is now before this House, is a step in the nght
direction and is a real advance in company law admims‘trnt:on It is 4
real attempt to keep the business of the country clean and good, and to
maintain our eredit, which is a matter of prime importance to trade and
commerce of the country. (Hear, hear,) This Bill is regarded as a
Bill of more or less technical character. That is true, yet this is a Bill
which affects the industrial and commercial life of the country. It must
be realised that much business of the country is done thmugh publie eom-
panies, and the amount of money which is invested in public oom;)anles
and put into business is colossal. The number of new 'companié
registered every year is fast mcleaslng The. commerc:al success of the
country depeuds upon the way in which these companies are conducte.
It in true that many . compames are honestly and conscientiously managed,
but unfortunately the exceptions ta the rule are larger than we should
like to see—hence the urgent and imperative necessity for this Bill ; and
I am confident that this Act, if placed upon the Statute-book, will promote
the commercial prosperity and integrity of the country. (Applause.)

The Assembly then adjourned for Lunch till Half Past Two of the
Clock.

The Assemb'ky re-assembled after Lunch at Half Past Two of thé
Clock, Mr. Deputy President (Mr. Akhil Chandra ‘Patta) in the Chatr,

I,

Mr, N. M. Joshi : Sir, I proposé  to ocewpy the attention of the
House only for a very sho¥t fiime. At the outset, T would like to enter
a protest ngamdf the' failuré of Government td h'elp thé Members of the
Assembly in studying this eomplicated measure. Sir, after my arrival
at Simla, T recéived a Keap of pepers. I yor Rnow the mmmbér of mares
that were handed 6¥er to us, you wilt ehsilv’ fihd how Qiffoult it was
for Members everi' to réad them 4ll, much less to stidy them eTosal:n
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1 would suggest to the Government of India that. as they generally
supply members of the Select Committee with an analysis and summary
of the opinions received on the Bills, they should not deny the same
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 whether the members of the Select Committee on this Bill were
supplied with an analysis and summary of the opinions.

The Honourable 8ir Nripendra Bircar : No, they got no snmmniary.

Mr. N. M Joshi: 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 to the members of the Select Committee. If they were not
supplied to the members of the Select Committee, I suggest to the
Government of India to follow the usual practice on all occasions. It
is difficult to read all the opinions and to analyse into various sectioms
en which the opinions are expressed, I would also suggest to the
@Government of India in a Bill of this kind to help the Members in
studying the elauses by printing the original Bill and the original
elauses along with 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 a complicated 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 various
elauses of the Bill.

" Sir, as regards the Bill itself, 1 must- admit that the present Bill,
as it was introduced in the Legislature, was an improvement upon
the original Companies Act. If we study the report of the Select Com-
mittee and the amendments made by the Select Committee, I cannot
say that most of the amendments made by the Select Committee
are an improvement on the Bill from the point of view of either
the investors or the publicc. On this oceasion, 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
doing 8o I shall try my very best to avoid ineurring the displeasure of
my Honourable friend, Mr. Bajoria, or my Honourable friend,
8ir Leslie Hudson, by not entering 'into problems like communism
or revolution or even utopia, T shall tryv to deal with practical
proposals. I hope my Honourable friends will also find them
practical as I find them. In the first place, a company is brought
into existence when an individual or a few individuals find it difficult
to raise the capital necessary for carrying on a certain busivess or an
industry. A company is an organisation intended for that purpose.
Ft is a co-operative effort, and as it involves the principle of co-operation,
T 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 capital and form an organisation is
a wrong one. The main feature of the companies which are established
under the present company law not only in India but in various
eonntries iz that only those people who invest money in a business or
in an industry control that business and that industry, 8ir, it does
not -trequire any long argument to convinece any one that for the
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success of a trade, business or industry it i8 not .emough. that the
investors should pool together their financial resources and raise a
certain amount of capital. For the success of a business, besides
capital, you require people who will utilise the services of that business
or -of that industry, people whom my Honourable friend, Professor
Ranga, called consumers. Then, Bir, for the success of a business or
an industry you require a large number of employees who have no
hand in the management of that business or that industry. Besides
those people who require the services of that business or industry and
the employees of that industry, the general public is very much
interested in any trade and industry which is carried ou a large
scale in any country. When a business or industry or a company
is registered under the present company law, ecare is generally
taken to protect the interests 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 serviees of that business
and of those who are employed in carrying on the work of that business.
The interest of the public too is equally neglected. Sir, this is my first
and fundamental criticism of the original Companies Aet and the Bill
which is placed before the Legislature for consideration this afternoon.

The companies which are formed under the present legislation are
formed of investors. The ownership of the business is in the hands
of those people who invest the money. The control ig generally shared
between the directors elected by the investors of momney and another
set of people called managing agents. I feel that if the Honourable the
Leader of the House was to introduce a right measure for regulating
the business of companies in India, he should have included some clauses
by which the interests of the consumers, the interests of the employees
and the interests of the public in general were safeguarded.” The
proposals which I am making are not so Utopian as some members
might feel and believe, I know there are insurance companies whieh
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 mervices -of
that business and of that trade. So the proposal of giving
gome 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 employees of that trade or business or industry is not
a Ultopian one. There are several concerns established in America
which give representation to the employees employed by a particular
trade, business or industry. Similarly, the representation of the publie
through the Government is not a Utopian proposal. That is done now
in the case of certain public concerns even in India. T, therefore, hoped
that when the Government of India had proposed a Bill for safe-
guarding various jnterests involved in the trade and industry of this
country, they would have introduced some clauses by which these
interests which I have mentioned would have heen safeguarded.

Then, T would like to say a word about the distribution of the
board of direetors proposed under this Bill. T fail to understand why
the managing awents should “ have any directors on- the board of
faanagemerit. Mo {he extent -te whish . the managing agents gre
shareholders they get representation on the. -board of directors;
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but beyond that I cannot understand what interest the managing
agents have in that concern. Even if the object of the Govern-
ment of India was to protect the interests only of . the investors,
they should have given larger representation to the investors and not
given any representation to the managing agents. The present Bill has
reserved one-third of the number of directors to tertain interests whioh
are not mentioned..

The Honourable Bir Nripendra 8iroar : That is not so.

Mr. N. M. Joshi ; I am sorry if I have made a mistake in that respect.
I thought that if a certain proportion of direetors is not definitely
assigned 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 consumers of that trade or
business.

Then, I would like to make a few remarks about the way in which
the directors are elected. I feel that if a business or a company is to
be conducted on democratic lines the proper method of electing the
directors i8 to give one man one vote, even if that represcntation is
restricted to those people who invest money. That is the principle of
democracy. It may be said that those people who invest more money
have got larger interest in that concern or that 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
Rs, 1,000 : but to a man who takes ome share worth Rs. 100, thoge
Rs. 100 may be worth much more, may imvolve much greater risk
than the Rs. 1,000 invested by another man who possesses property
worth several lakhs or crores. I therefore feel that it is wrong to base
your representation upon the amount of money invested by the share-
holders in any concern. The best thing in my Judgment would be to
give one vote to one shareholder. Even if my proposal is not accepted
as being too radical or too revolutionary or being too Utopian, I
suggest that the Bill should lay down at least some maximum limit
beyond which no shareholder should have larger votes.. The voting
strength of a shareholder should be limited. That principle is not a
Utopian one. That principle has been accepted by the Government of
India in the Reserve Bank Aect......

The Honourable 8ir Nripendra 8ircar : No.

Mr. N. M. Joshi : Yes. Tn any case it is a proposal which should
meet with the approval of this Legislature. T would like to support
the proposal made by my Honourable friend, the Deputy Leader of
the Congress Party, that the election should be made by proportional
representation. My Honourable .friend, Dr. Ziauddin Ahmad, made a
proposal for reserving a certain portion of the directorate 'to the
gmaller investors.” I suggest to him to support the proposal which I
have made namely, that those people who invest larger amounts of
money should not be allowed to vote: aoenrdmg to the amount of money
invested by them; but the woting atrengfh each mdnrldual should
be limited to dome ‘maximum figure. ;- SR RN

l
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I would now like to say a few words about the ‘mendging agency
sysiem. The managing agent is generally a man who takes part inm
floating & company. lle is & promoter of that company or of that
business. Generally speaking, as & promoter he is paid for all the
trouble he takes. I feel that the fact that he takes part in promoting
a business or in floating a company should mot give him any more
interest in that company or business beyond the fee he is paid for the
flotation of that company. Mr. Deputy President, I am one of those
who feel that the managing agency system has not done much good
vither to the trade or to the industries of this country. I found from
the speeches of various Honourable Members that they have bestowed
hjgh praise on the managing agency system as they seem to thimk
that that system has been respomsible largely for developing the
trade aud industries of this country, Mr. Deputy President, it i3 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 agency
system does not exist in any other part of the world.

An Honourable Member : Nowhere do you find it.

Mr. N. M. Joshi : The other countries in the world have developed
their trade and industries without the managing agency system, and
if this managing system had not come into vogue in our country,
perhaps we too might have developed our trade and industries to the
same extent to which other countries have without this managing
agency system. Therefore, it is wrong to say that the present condi-
tion 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: contract with a
company should be given com cnsathn when that contract is termi-
nated. T fail to understand, the justification for this proposal
One can understand that a man_agmg agent who floats a company and
who was elected by the shareholders to manage the business of that
company may have capacity and knowledge to manage that business
and that industry, but nobody can say that simply because a man
possessed capacity and knowledge to manage an industry, his sons,
bis heirs and sucecessors will possess the same capaeity......

8ir H. P. Mody (Bombay Millowners' Association : Indian Com-
merce) : It is in their blood.

Mr. N. M. Joshi : I, therefore, feel, Mr. Deputy President, that an
interminable eontract for the right of a managing ageney is a contract
whiech is against publie policy and public interests, and if a contract
which is against public policy and publie interests is broken, T am
sure nobody will say that any compensation is dume. The managing
agents should thank their stars that they are not to be dealt with more
goverely for making contracts which are against public policy and
public interestd.

Mr. Deputy President, after having dealt with the question of the
mansging agency sysiem, I would like to say a few ‘words -on s&ome
other points involved im this question. The first suggestion I would
like to make to the Government of India is that they should make
sdequate provision to safeguard the imterests of -a company regarding
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the minimum subscription of the capital required for carrying on a
business or industry properly. I know there is some proposal ‘made
i this Bill, but I feel that that proposal is not adequate. Supposing
the carrying of a business requires a capital of 50 lakhs, and a company
is floated with a capital of only 25 lakhs, it is but right that the Govern-
ment should intervene and prevent such a company being floated in the
interests of the general public and of those people who would invest
money in it. We know that: if g business is likely to require a eapital
of 50 lakhs, and if a company is floated to carry on that business with a
eapital of 25 lakhs, that business will not be conducted properly. That
company 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 carry on the
purposes of that business......

Pandit Lakshmi Kanta Maitra (Presidency Division : Non-Muham-
madan Rural) : Who will judge that ?

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

The Honourable 8ir Nripendra Sircar : Mr, Joshi has great faith
in Government ?

Mr, N. M Joshi : Well, Sir, T have faith in Government, hut the
Government have no confidence in themselves, and it is our misfortune.
Then, Sir. I would like the Government of India to strengthen the pro-
visions regarding the power of the directors and the managing agents
to make use of the funds in the company for their personal interests....

Sir H. P. Mody : Rubbish.

Mr. N. M. Joshi : The provision made in this Bill is a very weak
one. 1 would like the Legislature and the Government of India to make
adequate provision to prevent the directors, their partners, their
relatives not only from taking loans from the company, but taking any
advantage of their position in that company......

8ir Cowasji Jehangir (Bombay City : Non-Muhammadan Urban) :
Also their employees.

Mr. N. M. 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 large
profits. Tt is absolutely necessary in the interests of the investors.
in the interests of the public in general, that there should be a
restriction on the dividends distributed to the shareholders in a parti
cular year. We have seen, Sir, how some industrial undertakings
have gone to ruin on aceount of the faet that when they made hug»s
profits they did not keep anything in the reserve fund but squandered
away the profits by paying huge dividends. To give huge dhndonds
is not to the interest of the.shareholders themselves. :

Then, Bir, the Government of India should &lso prohfbit the practies
of giving bonus shares to the shareholders when a company ~makes
more than ordimary ‘profits. The practice of giving bonus hares ‘W
which the company becomes over-subscribed-and the eapital is watered
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15 harmful, and several industrial undertakings have eome to grief on
account of this practice. .

Then, Sir, I would like the Government of India and the Legislature
to make provision for the protection of the interests
of the employees engaged in a business or industry. I
have already suggested that the employees of a company or a businsss
should bave representation on the Board of Directors. I would now
suggest that besides this, the Legislature should give some more pro-
tection to the employees of & business or industry by laying down con-
ditions for this purpose in the Articles of 'Association or by compelling
a company or an industry to take out a licence on particular conditions
regarding the life and work of those employees. Well, Sir, only
recently the Assembly discussed the Motor Vehicles Bill, and in that
Bill the Government themselves have provided that a licence is neces-
sary, 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, I do not know why
that cannot be done in the case of other companies. I therefore hope
that the Legislature and the Government of India would insert some
clause for the protection of employeées 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 endangered.
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 have already got a cement merger.
People are talking of a sugar merger, we have also heard of 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
any case, measures should be taken to see that they will cease to be
a danger to the consumers. Provisions of this kind are not unknown
in the history of legislation on this subjeet in the world. T would
therefore like tiie liegislature to introduce some clauses by which the
danger which the country is bound to meet with from the mergers
may be avoided. Then T would like some provision in this Bill in
connection with what are called public utility services. These public
utility services enjoy certain privileges and they are businesses 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 India in this Bill
make no distinction between an ordinarv company and a publie
utility company. There is legislation on the Indian Statute-book for
treating the employees of a public utility cpmpany differently. The
employees of a public utility company are at a disadvantage inasmuch
as they are not allowed to go on strike without notice. If, Sir, the
employees of a publie utility concern are placed at a disadvantage by
legislation, why should not the Government of India put special
resirictions upon the public utility companies for the protection of the
interests of the public ¥ Then, Sir. 1 would like the Government of
India to make Eome" provirion 'for the ‘inspestion of the '¢"rtm_pahi5'z"
which “gre tégistéred under "fie “Indian’ Confknfes “Aet" "We "y Pasé'

3 P.M.



794 LEGISLATIVE ABSEMBLY, [10Te SEPT. 1936.

[Mr. N. M. Joshi.]

a company law and we may improve it, but uniess there is some
machinery for the inspection of the workmg of these companies the
interests of the investors and of the public will not be safeguarded.
The men who conduct the affairs of these companies are very clever.
They know how to get round the law and they will get round the
law. I would therefore suggest to the Government of India that
tkey should not be content with merely passing this law, but the
should make some provision to create a body of inspectors who wil
inspect the affairs of these companies and report to the Governuent
of India for such action as they may deem fit. Before I sit down I
would like to make one remark about the audit of these companies.
Several speakers have spoken pointing out the necessity for independent
audit. I would suggest that if the audit is to be really independent
it should be an audit conducted by the Government Audit Department.
1t 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 independence shown
by the private auditors, chartered or registered, and the independence
of the Government Audit Department, I am justified in stating that
the audit by the Government Audit Department will be mueh more
independent and will be much more satisfactory than the audit by any
private body of auditors, registered or chartered. I would like the
Government of India, therefore, to hand over the business of auditing
the companies in India registered under the Companies Act to the
(Government Audit Department.

8ir P. H. Mody : What about trade union accounts !

Mr. N. M. Joshi : The trade union accounts are audited by auditors
and the Government, being friends of labour, some of the Local Govern-
ments give the services of their auditors free to the trade unions.
The Government of India. are very watechful as regards the affairs of
the trade unions in this country. I do not now wish to speak any more,
but before I sit down, I would like to say that. If the public control
over the commerce and industry of this country 1is increased and
tightened, it will do no harm at all to the trade or industry of this
country. On the other hand, I have abspolutely no doubt in my mind
that if the public control is increased and strengthened the commerce
and industry of this country will greatly prosper. Sir, I have done.

Rai Bahadur S8eth Bhagchand 8Soni (Ajmer-Merwara : (General) :
Hir. the warm welcome with which the present Indian Companies Act
(Amendment) Bill is received by all classes .of Indian commereial
community is an ample testimony of the fact that a long felt demand
has been satisfled by this Bill,” The (Government and the Honourable
the L.aw Member deserve the highest congratulations for bringing out
this Bill, which exhaustively overhauls the company law and meets the
demands of all classes of commercial bodies. Tt is hoped that when this
Bill is passed into law it will mark a new era in the development -of
Jomt stock bunmess ‘in this count:ry '

F:mt.ly, Sar. T.am happy to note that npeqal enre has been tuken
in; thig Bill to check the. growth of mushroom:.companies. . The flotation
#f. spushroom compenies;bga:been .;p..igreat. evil .and. bas .serionaly
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destroyed the confidence of the people in joint stoek concerns in most
parts of the country. It is a matter of common knowledge that crores
of rupees have been lost by the unwary and credulous investors by
subscribing to the shares of such concerns which have been floated
during the last several years. Several loopholes and defects in the
law attracted many unscrupulous promoters to launch concerns with
big names and colossal authorised capital and the public had no control
or check over such ventures. Sir, the Shareholders’ Association of
Bombay must be credited for their bold attitude and useful propaganda
in bringing to light several cases in which the Directors and Managing
Apents have acted in utter disregard of the shareholders’ interest.
Under these conditions, the introduction of this measure in this Bill
will go o long way in creating confidence of the investing publie in the
new concerns. The second important feature in the Bill is the recog-
nition of the Managing Agency System. Divergent views have been
expressed by different classes regarding the Managing Agency System.
Unfortunately the Managing Agency System has been blamed too much
and condemned for evil practices and mismanagement. There is
nothing inherently wrong in the management of the Companies hy the
Managing Agents if the Managing Agents perform their duties with
scrupulous care and honesty and best of intentions. The system cannot
be condemned entirely. There is a need for reforming this system and
making it amenable to public criticism and popular check. The
Managing Agency System has functioned in this country as a very
ereat factor for fostering the development of almost all the industries
and has been discharging 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, jute,
ete. It would be really very unfortunate if the managing agency
system would be abolished. It is gratifying therefore that the indis-
pensability of the managing agency system has been recognised. The
Bill provides to restrict the life of the managing agency system to
twenty vears and to fix their remuneration on the basis of fixed per-
centage of profits. These two changes will of course satisfy the opponents
of the managing agency system when other checks and restrictions are
considered along them.

Sir, the other bright feature of the proposed amending Bill is the
giving of increased rights and privileges to the shareholders. [t is
recognised that the present position of the shareholders in very unsatis-
factory and under these conditions the shareholders cannot have an
cffective control on the management of the companies or can have
their grievances redressed. In some of the ecompanies the rhare-
holders have felt that they are not considered as owners of the company
but they are marked out as undesirable outsiders. Any protests or
objections raised by them regarding the affairs of the company are
never heard and it is no surprise that such a state of things engenders
strong prejudice against the managing agents. But I am, Sir, sure
that this could not have happened if the shareholders would Lave taken
a keen ‘interest in the affairs of industries. They are also no less
responwible for their neglect of duty. Bome of the provisions made in
this Bill for ‘giving the shareholders many fdeilities for enforeing their
rights and for obtaining all reasonable in!%mation'regarding'the affairs
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of the eompany will serve a better guarantee for sound management
of the companies. Sir, it is believed that providing of these facilities
to the shareholders and giving them opportunities to take more
interest in the affairs of the company will banish all misgivings and
doubts which the shareholders have so long felt in making their voice
effective. In this connection 1 may also express my apprehension
that in giving all such rights to the shareholders there is danger that
irresponsible and hostile shareholders may creaté unnecessary troubles
sometimes. There is therefore a need to protect and safeguard the
companies against such reckless shareholders.

The Bill has included some provisions regarding the banking
ecompanies. In the very near future, Sir, a comprehensive banking
legislation 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 for the management of the banking concern had been proposed.
The Bill before us has laid down some special provisions for exercising
a statutory control on the management and the conmstitution 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 the .time comes. The provision of minimum working
eapital 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 of the bank.

Sir, I do not wish to 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
moved at different stages by the Honourable Members of this House. I
whole-heartedly support fhe general principles of the Bill and shall
be glad to see it passed into law. With these few remarks, Sir, T
resume my geat.

Mr. Mathuradas Vissanji (Tndian Merchants’ Chamber and
Bureau : Indian Commerce) : Mr. Deputy President, this action of the
Government to amend the Company Law has not come up too soon. The
attention of the Government was drawn to the necessity of bringing
about a change in the present company law by my Chamber as far back
as 1914. Since then other commereial bodies also have taken up the
demand, and latterly even the Federation of Indian Chambers of Commeree
and Tndustry have also voiced their opinion on the same lines. Our
present Law Member as T.eader of the House saw the necesfntv of doing
something in that direction and appointed Mr. Sen to review the position
and make a report with his recommendations. That was done by him,
and since then the procedure followed is well known to the Honourable
Members here.  The result was that the Bill was placed on the table of
the House last Session, and a Select Committee was appointed for
considering it in detail. The Bill has been gone through by the Select
Committee very carefully. I shonld say and I.ghould also like to mention
that in the imperfect world in which we are living it cannot be
that-the results of the committee would be the best and most suitable to
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everybody concerned. At the same time I must say that the Committee
with the materials before it has done its bgst to look to the interests of all
concerned, and brought out the necessary changes and recommendations
for the House to consider at present. Mr. Sen has already explained the
necessary changes that were brought about and I am not goiug to repeat
them again today. But the attention of the House for the most part has
been centered 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, I say
that the managing agency system has done a lot of service in the past. At
the same 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 same form. In Japan such businesses and concerns are managed
by the directors who are well-paid to look after them. There :ure also
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. n Germany you will find that the Banks
are also taking part in the management of such spheres of industry and
conunerce to a considerable extent, while the Government also have got
some share in it. They have got their representatives on the directorate
of such eoncerns, and besides that, where things have got to be looked at
more in detail and more carefully sub-committees are appointed and it
is thus that such coneerns 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, so that the bankers as well as the Government should look
after and conduct the concerns for which we are legislating today, we
cannot expect to do away entirely with the managing agency system that
prevails here, and which has brought about the development of industry
and commerce to the extent that we find today. '

The Seleet Committee, really speaking, have taken into account all
these consid:mtious, and the broad view that it has taken is certainly in
favour of the continuanee of the managi enc, stem with proper
safeguards in a form as best as it cou]:ig ;ogm?lgly yprzwﬁbe undeI:' ghs
circumstances. Of cource, particular interests will always try to pull the
strings to their best advantage, but still one has always to bear in mind
that while it is strengthening its hold, it has got to see that it does not
strangulate the commerce and industry of the country. From that point

of view the recommendations of the Select Committee deserve to be
generally aecepted. '

Coming to the achievements that the managi ne stem hae
made in the past, my Honourable friend, Mr. Sag:il,n?e:aerdaﬁr igwe us to
understand that the Honourable the Law Member was going to give us
the balance sheet of it. Sir. I do not therefore like to go into those items
in the present situation.

'Sir_; there is one more th'in.g I would like to mention here. A
suggestion was made yesterday for the elimination of the proviso to
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clduse 42 and '87-B,—that is, to say the contract entered ints by the
mauaging agent with the company should not be disturbed as provided
in the foregoing clause till the maturity of that contract. Well, a sug-
gestion has been made to drop it. I will therefore cite an instance where
that proviso is absolutely necessary for the sakc of the facilitation of the:
flotation of companies. Supposing a man investigates a certain proposal,
he spends monéy and energy upon it, and after a time he is satisfied that
the flotation will prove successful ; and he comes out with a prospectus
whereunder, ordinarily, as provided in the company law, he gets a
certain remuneration. After issuing the prospectus, some people with
acute brains, as are not wanting in this country, find that there is a good
opportunity to remove the original promoters from the managing agency,
and thus take advantage of what is contained in the flotation. If the
proviso is removed, surely they can go on buying shares and colleet the
necessary votes for bringing about the situation that they want in that
concern. If that proviso is removed, harm will be done to that man who
has already put in his money, energies and everything on the flotation
of the concern, and he would thus be practically robbed of the fruits of
his labours by the elimination of that proviso. It is therefore that this
proviso is miost essential to safeguard the man who takes really good
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 or improved to meet the situation, but that will not solve the
problem of the Banking Aet that is necessary for the country as a whole.
I would here request the Government to consider that position and try
to bring about the enactment of a Banking Act as early as they can
possibly do.

. The next _point of importance is about the appointment and rotatiom
of directors generally. A good deal has been mentioned about it and L
think even there proper safeguards have been made by which the directors
can much improve the solid work they want to do, and if they abuse that
provision they can very well be brought to beok for their own action.
On the whole, I will not say that the Bill as it- has emerged from the
Select Committee is the best, but it is certainly -the most practicable that
could be achieved in a Select Committee after taking into eonsideration
all the interests concerned. With these few remarks, Sir, I commend the
Bill for the consideration of the Housd.

The Honburable Bir Nripendra Birecar : Sir, 1 indicated in my
opening speech that if there was going to be any debate on the principles
or on the major issues of the Bill, I will try to reply to them. It is not
my desire to reply to the very numerous points which have been raised,
but to confine myself to some of the more important ones; 1 am sure, the
House expects that after all that has:been . said about the managing
agency system, a reply is wanted from Government for justifying the
measures which they have proposed im this Bill. Listening to those argu-
ments in this House, I have not the slightest doubt in my mind that &
section of this House—I hope, Sir, it is a small section— is obgessed with
ocertain pre-conceived notions which; ole ¢dri suspect, is the result of the
very .intensive and persistent propapanda which has been carried on far
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a couple of years. 1 must not be misunderstood. - When I use the word
‘“ propaganda '’, I mean no offence. On the other hand, I acknowledge
publicly that I have received the greatest assistance from the Lombay
Shareholders - Assogiation. They have displayed untiring energy ; they
have spared npeither time nor trouble and whenever an information had
been asked for, their representatives had been willing to come up all the
way from Bombay to Simla tv sapply us with information. 1 feel
grateful for what they have dome. But, after all that has been said and:
done, I would ask this House to remember and to realise that these:
pamphlets, booklets and rather big books, the constant writing in the
press in India and in England, are what may be called the drain
inspector’s reports—because they are one-sided. They are very useful,.
they draw attention to the black spots, to the dangerous zones and they
draw attention of the Legislature to the remedy which ought to be applied;
But the great danger of this class of literature is, as we all know, that,
although nothing untrue is said there or, at any rate, nothing substan-
tially untrue, the unrwary reader is likely to come to the conclusion that.
the whole prospect before him consists of drains only and there are no
open and pure places, That is likely to be the result of this kind of
propaganda and, judging by the result which has been achieved, I have
not the slightest doubt that that has been done. T am insinuating nothing:
against the Bombay Shareholders Association because I am not charg-
ing them with having intentionally or deliberately misled the public. I
do nothing of the kind, as indeed they have dome great service. But I
do press this House to consider whether they are not likely to be misled:
if they concentrate their attention on the abuses which undoubtedly exist
and pay no attention to the other side of the story and refuse to look
at the other side of the picture. If, therefore, T have got to present the
other side of the pieture before this House, it is not because I am oblivious
of the abuses. If we had been oblivious, we wonld not have provided:
so many measures for removing them. But it is necessary in a matter
of this importance that this House should come to a dispassionate judgment
after heing in possession of all facts not only as regards the abuses but
as regards the uses ¢f the managing agency system,

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

Sir, the first question which comes to the mind of any inquirer- is :
what is the origin of this managing agency system ¥ If it is an evil,
why is it a necessary evil which cannot be removed ! Although it is
very well known, I think it will do no harm if this House is reminded of
the reasons for the existence and for the flourishing of this managing
agency system. Sir, the difficulty in India is the difficulty of finding
industrial eapital. 1 have no desire  to quote from a large number of
Books, but those who are interested to look into the matter further will
find ample evidence before the Industrial Commission. They are scattered
all over Volumes V, IT and III. The next thing which was pointed out by
this Commission. as also by the Banking ¥nquiry Committee, was that there
was a tendency in this country to invest in real property. Evidence was
led on this point, the result is embodied in the report of the Industrial
Commission, paragraph 282, and the evidence will be found in Volume
II1, page 260,.and, further confirmation will be found in the Central
Banking Inquiry Committee’s report. pages 432-33. We start, therefore,
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with two things. Industrial capital is not easy to attract and there is
the tendeney to invest in real property. The third cause is that there
is a preference for investment in Gevernment securities, in municipal
and ‘port trust loans as compared to industrial activities. This will be
found, again, in the reports to which I have referred. But more tHan
any of these three causes, the cause which is responsible for the continuance
of the managing agency system is the prevailing banking system in
India, and I think the attention of the House should be drawn to some
of the facts relating to it. It will be found that 8ir Purshotamdas
Thakurdas, when he gave his evidence, said this—I am quoting his exact
words :

¢ It iy well known that banks are unwilling to advance momey on the ussets of a
liability eompany ‘unless the same is backed by the personal security of the managing
ageat. No practical banker in India will be prepared to depart from this practice.’’

We pause for one moment—the fact established is that banks will
not lend money to the company on the company’s signature alone for they
insist that they will have the signature of the managing agent. That is
where the managing agent comes in. That is why these companies cannot
go on without a managing agent who has sufficient credit with bunks. My
Honourable friend, Mr. Ananthasayanam Ayyangar, read certain passages
from a book on this subject, I mean the subject of managing agency by
Mr. Lokanathan. He cited that book as if the author was in favour of
the ubolition of the managing agency system, although the author tries
to be as fair as possible to both sides, although he stresses. the abuses of
the managing agency system, yet his conclusion is that it is hmpossible to
think of removing the managing ageney system for many a year to come.
Now,.Sir, on the question of banking and what is done by the banks I may
refer to the same book at pages 228-229 :

‘¢ Tt would be hasty to conclude that the system of managing ‘agents must go and
a difforent system of financing should be adopted. For one thing this system is too
deep rooted in the coumtry to disappear merely because of the desire of some critics
that it should. An institution which has slowly evolved as a result of certain economio
eircumstances cannot suddenly vanish until the conditions that gave rise to it them-
selves alter. Whatever may be the view one takes of the need for changing the existing
method of industrial finaneing of managing agents, the fact remains that for a long
time yet, it will continue to prevail and will only change in some of its details. Ome
has to stress this aspect a little, because, in recent years, criticism of the managing
agents perfestly legitimate in itself has often led to absolutely impraeticable proposals
of reform. No new institution can be suddenly and newly created te take the place
of Ao existing ageney, and the omly possible line of reform is readaptation and re-
sdjustment to changed ecomomic and soeial conditions. This readjustment can be the
more easily brought about if certain measures are undertaken. We have seen how
the banking system in India has been working on too conservative lines, and has mot
merely insisted upon the guaranteeifig of the loans and advances by the managing
ogents, but has based its credits more on the reputation and worth of the agents than
on the financial position of the mill companies under their management. This has led
%0 a viclous circle which should be broken.” (Hear, hear.)

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

‘‘ When mansging agents lend funds to the companies, the interest that is charged
is generally one to two per cent. above the bank rate. But this is not universal In
the cotton industry there have beem several instances where large funds have been
plared at the disposal of ‘industrial concerns at six per cent. at a time when money
could not be had at anything less than eight per cemt.’’ '
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Sir, these facts have to be remembered in considering what reform
is possible, because nobody wants abolition of the system, 1 will give
ou further concrete instances, not from this book, but from outside
information of how it has been happening, if not daily, at least very
frequently, how managing agents have advanced lakhs and lakhs of
rupees at rates of interest lower than what may be called the bazaar rate,
and even in many cases suffered losses unable to recover them, after their
struggle, after their sincere effort to save the company as long as is
humanly possible. I now read from page 223 of the same book, from
the foot note :

‘¢ Indian Tariff Board : Cotton Industry, 1927, Volume 4, page 87 : A eertain
tirm of managing agents made Re. 9,000 in four years by way of commission, but had
to undertake financing to the extent of one crore of rupees, 70 lakhs of which was its
own money lent to the company at six per cent.”’

The last quotation that I wish to give from this book is from page

141

‘‘ What is signifieant in India is that the lack of an efficient banking system threw
the whole burden of industrial finance on a limited class of entrepreneurs (namely, the
managing agents) who were unwilling to pioneer new enterprises unless the chances of
high profit were bright.’’

We remember four conditions so far, The most important condi-
tion is that you cannot attract industrial capital for running your com-
panies. As to the author’s point of view, I will not give more quotations
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 chamged 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 ¥ A managing direetor is a person who
after all is a servant of the company, remunerated by a salary or possibly
a salary plus a commission. It is not his business to find finance, it is
not his business to give guarantee to the banks, it is not his business to
take the risk of lakhs of rupees which may be lost altogether if the com-
pany comes to grief. If the managing agent has acquired a dominant
position which he undoubtedly has, that is by reason of the facts which
I am stating before the House. How has in fact money been found for
such of the industries as are flourishing or existing in India ¥ What is
the history of Ahmedabad ¥ 'Where did the money come from 1 The
supply of finances—I think I have already said that in my opening
speech,—came through the credit of the managing agent. The capital
was very often, if not in all cases, a part of what was required for the
block and for the working eapital. But the money has come becaunse 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
requisition had been carried out, that is to say, not to start a mill unless
the entire 50 lakhs required for block and working ecapital have .heen
raised,— (assuming that to be the fizure),—by sale of shares, Ahmedabad
today would have been free from the smokes of the chimneys of their
mills. There would not have heen one in existence. There is enough
material to trace the history of every single mill in Ahmedabad and T
‘have got the material here, There may be one exeeption but every one

L245LAD ®
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of them has been started with what would be legitimutely called” on
grossly undercapitalised conditions. But still here they are. As I said
the other day the -business has incressed four times in short time.
Wheti 1 cotite to the dividénds which they have paid it will be seen that
tHotgH “the maniaping agents have been swindlers and cheats and out-
throats, which I do not insinuate is the fact, the shareholders have *done
very well indeed; more than they could expeét.. They have received more
than ample return for their investments. o B e

... .:Now, Sir, the mext point to consider is that supposing, as the fact
is, 'banks are not willing to lend money on the assets of these limited com-
panrés, what' are the other methods by which finance can: be raised for
companies ¥ The two obvious methods ‘are the issue of preference shares
and: the idsue of debentures. 'There again, Sir, if you come to- preference
shares the history of industrial movement and development in India will
show that apaft from the jute industry in Bengal the preference shares
tiave: riot-suceeeded #n attracting’ capital, with the some exceptions as in
Rotbdy of Mewsrs. Tata’s. The figures are very significant when you
compare them with the English figures. In England out of 100 the
ordinary capital is 47, preference, 33 and debenture, 20. In India I have
got only the figures for 1928, —I am sorry I have not got any later
figures,—in India the figure is 16 per cent. ; that is to say, 16 per cent.
¢f the capital was raised by preference shares; and when oneé remembers
that the bulk of it is contributed by the jute preference shares in Bengal
the conclusion is inevitable, as the facts and figures also bear out, that
preference shares have not succeeded in raising any substantial amount
of eapital in India, outside.the Jute industry in Bengal. When we come
to debentures the story is more dismal. T think T have said that out of
100 the capital represented by debentures is 20 in England ; here it is
only 9. And it is felt that the issue of debentures involves a loss of
credit, whatever little the company has with the banks. Dehentures
therefore are not popular ; they are not effective in securing finance, Sir.
these figurés hére would be aStounding to a man who is accustomed to
the conditions in England. If T give you one figure,—this is to date 1st
October 1930,—for the 56 Ahmedabad mills the amount lent by the
managing agents was 264 lakhs, lent by the banks, 4 lakhs, deposits with
the managing agents, 426 lakhs, and the whole share capital is 340 lakhs,
debentures, 8 lakhs. The result is a matter of mathematies. T speak with
some hesitation in the presence of Dr. Ziauddin, but I believe it means
that 63 per cent. of the money was proeured from the mmnaging agents
and ‘the share ecapital was only 82 per cent. ; while in Bombay it is
slightly -higher, about 49 per cent. Sir, I remind you of one more state-
‘Thent of Sir Purshottamdas Thakurdas. He was referring to Bombay
hut it applies with much greater force to Bengal, as T shall show when
T cottib to the tea and the jute industry. What He said wag this :

‘¢ Many more eotton mills would have gome into liquidation but for the capaeity

of managing aﬁgntg to bear losses themselves and their willingness and ability to flnance
in critical times.?’

- When T eorhe td Bengal and al other provinces, I shall show, not by
making péneral statements, hut- from eonerste instances, how. in times of
stress and strain industries have heen-saved from eollapse, simply because.
when banks were unwilling to advance a 8tngle copper epin, the managing

H g
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agehts had to bear ahd could: bens the risk of very large fimanciat- com-
mitments, a-good portibn of whieh they ultimately lost.

Then, Sir, another point which has got to be remembered and which
is-of great lmportance is this, that when large initial resources are wanted
and when the industry is one which requires careful nursing, where
possibly for the first 7 or 8 or 10 years no profits are earned (amd it
may so happen at the end of 7 or 8 or 10 years that there may be a period
of slump which lasts for a few years),—in those conditions there are
very few companies in India which on the strength of their share eapital
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 some instances to
this House, In this connection, as relevant to this debate, I wlll read
again from Mr. Lokanathan’s book at page 224 :

‘¢ Managing agents in another direction have fu]ﬁllpd s ve;y euent.ml and highly
unportant. funetion which, in the existing commiercial and ﬁnamml mechanism, of the
country, conld not be performed by _any ope else, The mmg;,ng agents have heen the.
bulwark preventing the industrial concern from collapsing in times of industrial depres-,
gion.’’

- 1 am reading from the: very book’ whith' my Hotourable frlehd‘ Mr.
Andnthasayanam Ayyangar, read s a’'book showing the evils df thee.
rmanaging agency system which indeed it doeés bring out :” - TnG

“¢ Thig aspect of the matter has not been sufficiently recognised in mesmg " the
¥alue of the financial services rendered to’industry by managing agents, &l while it
is possible to exaggerate it it is equally necessary to note its significanee in the industrial:
development of India. When the tea industry of India passed through diffieutt times
in 1920-21, and a?u,n in 1927-28, it was tho financial strength of the managing agents
that saved them from collapse and liquidation. The continual losses of the industry,
diwuaded the banks from remewing the advances, and had the industry had no other
ageney to fall back on, many of the coneerns wounld almost certainly have had to close
down. The same tllilg happened in the jute and coal-mining industry and in the
cotton industry. In the years when the Bombay cotton industry was in a critisak
condition, many more mills would have gone into liquidation than those that actually
elosed déwn but for the eapacity of the agents to bear the losses themsslves nhd their
w1llmgnees or ability to finance at those times.’’

Which also is the evidence, as I read, of Sir Purshottcmdaa

Thalkurdas :

. * In the existing state of banking nrga.mution it was hardly surprising that
banks were unwilling to lock up their funds in the cotton industry, and the managing

agents carried the burden as well as they could. ...... Mhanaging agents hive every
inducement to persevere and to continue financing, inspired by the knowledge and the
hope that recovery muy be a matter of time. But criais lasted ntl¥ long

to inflict serious damage on the industries and only the ability of the managing agents
and their independence of banking credit enabled them to survive,’’

Now, Bir, another factor which has got to be remembered is this :
that in India persons of experience and ability in
industry are not unlimited. Unfortunately even up to
the present time they are very few, and outside these people who are
managing agents or aesociated with managing agents it is diffienit to' find
suitable men with suitable experience and abilty and with smitable
capacity for raising finance, who could run the eompamu I believe an
ideal board of directors of an ideal company will be oni¢ with mysélf as
chairman and Prof. Ranga and Dr Zmuddm as the other directors. 1
wnld attend tc the law ofibes. .....

A TR bl mﬂber And rot gir Hb&y and 8ir Cowadil
Mah.é.ia-s

L245LAD 2
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The Honourable Bir Nripendras Siroar : No, no : they are merely
business men—I ignore them : as I was saying, I could attend to the law. .
cases : Prof. Ranga will see to it that whatever profits are made, they go
to the labourers, and Dr. Ziauddin will solve the most' intricate problems
about stress and strain of machinery (Laughter) : provided, we apply
our mathematical talents, with the help of Dr. Ziauddin it will be easy to
convert imaginary profits, to substantial profits, on paper.

I was about to read another passage from Mr. Lokanathan, where he
says—and I read this as part of my argument :

‘f While it is perfectly true that s reorganisation and adaptation of the system
to changed industrial conditions in India may promote efficiency, it should not be
forgotten that in so far as Indian industrial orgsnisation depends for the ultimate
success upon the capacity and integrity of the entrepremeurs, it will have to rely for
a long time to come upon the very same persons who are mow directly or indirectly
associated with the several managing agency firms. In one way or amother, they
Tepresent the quintessence of industrial ability and experience available in the country
and whatever be the form of industrial control that is devised, they will undoubtedly
‘remain the captains of industry.’’

Remove the managing agency system and you will get no money for
your companies and these much-abused 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 said that because the managing agents have got to
take financial risk, they sometimes—indeed often—have got to suffer heavy
losses. A general statement like that leaves no impression on the mind
when we read 250 pages of a book supplled by the Bombay Shareholders
Association where we find instances given, taken down with great care as
they ought to be, (I am not complammg) of incidents where a managmg
agent has gone wrong. There is a complete silence about the other side
the plcture, that is to say, where they have behaved in qmte a different
way.

~ Dr. Zianddin Ahmad : Only by the grace of the Commerce Member
by imposing heavy duty.

The Honourable 8ir Nripendra 8ircar : Dr. Ziauddin wanted to say
something ; but my powers of hearing are not sufficiently acute—I could
not hear what he meant ; but I am told he has said something with which
the Honourable the Finance Member agrees.....

Mr. 8. Batyamurti : Obviously !

The Honourable 8ir Nripendra Bircar: ..... and in the strength of

that T am also agreeing although I have not heard what he has said.
(Laughter.)

Now, 8ir, T 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 puttlng some ginger and pepper
in it because this is a dry mass of facts..

Dr. N. B. Khare (Nagpur Division : Non Mu.hamma.da.n) "“You have
already dome it, and .you are doing it even now.

The Honourable Bir Nripendra Bircar : That is not my idea of
ginger I will go on as rapidly as I can. I will-not mention-the.name
of the managing agents although they can be easily found out, but I will
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mention the names of the companies—I do not want to give an unneces-
aary boeming to particular managing agents if I can avoid it. .I will
take the Sutikdih Coal Company. It went into liquidation on the 13th
August, 1928 : the managing agents had unsecured advances to the
extent of nearly Rs. 4 lakhs : after the creditors had been paid, they
recovered Rs. 118,000, and they lost Rs. 247,000. They have been trying
during these past number 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 Rs. 247,000. A
managing director would never have bothered about it : he would have
closed down as soon as the banks refused to lend them any further
money.....

Mr. 8ri Prakasa : Were the managing agents in that case drawing
any salary all this time, and if so, what was that amount !

The Honourable 8ir Nripendra Sircar : I infer that my Honourable
friend, Mr. Sri Prakasa, by his question admits that he has not studied
these matters at all. The managing agents gave up very large amounts,
lakhs and lakhs of rupees, to which I shall draw your attention : facts
which can be proved from printed publications, authorised publications,
and not from any secret information which I have obtained..

Dr. Ziauddin Ahmad : May I just say this, that Mr. Sri Prakase
asked him if the managing agents received any salaries during this time :
will you please give that figure, and not only how much they spent ¥ We
should also know how much they earned.

The Honourable 8ir Nripendra Sircar : Supposing 1 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 1

Pandit Govind Ballabh Pant (Rohilkund and Kumaon Divisions :
Non-Muhammadan Rural) : He would have added the amounts !

The Honourable 8ir Nripendra 8ircar : He 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, I am
sure he will be able to pick it up in a couple of months’ time.

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. 1% lakhs : shares which were worth nominally Rs. 10 had ecome down to
Rs. 1-8-0, .and the loss to the managing agents was Ras. 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
debentures, a certain portion was due to the banks and to other creditors
the amount due from the company to the managing agent was to the tune
of Rs. 6 lakhs. The Reports and the balance sheets of the company will
ghow that they have piven up their managing agency allowances during
all' these years ; from the year 1927 onwards they have taken nothing ;
and that is Mot a ‘charheteristic of the munaging agehicy’ of the Britanmia:
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Engineering Company only. That has been happening every year in the
Ahmedabad 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, because the mills were badly off. The
position of this managing agency firm was that they had to receive 8
lakhs ; they had not charged any managing agency allowance ; 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, T will take you to the Russa Engineering Works. The
managing ageney advanced Rs. 6,90,000 to the company without any
security whatsoever. The company went into liquidation ; they could not
save it. They were agents of some motor companies ; I need not go into
the history of the matter. The company failed ; the managing agents tried
their level 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.
The managing agenis from time to time, as the balance sheets will shew,
had to lend to the concern up to the tune of 22% lakhs, because without this
finance they could not carry on, 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 Ilonourable friend, Mr. Sri
Prakasa, I may tell him that they had given up out of the prineipal, 6 lakhs
of rupees, out of interest and commission another 6} lakhs, and so 12%
lakhs were given up by them. They had not only charged no managing
agency allowance, but as they had to keep an office establishment, they did
not charge for it which came to nearly 5 lakhs of rupees, and all this went

out of the pockets of the managing agents, and no charge was made to the
company.

T now come to the Indian Tanneries. It was started during the war.
It had to be heavily financed by the managing agents. Tt went into
liquidation, because, Honourable Members will remember, there was a
slump after the war. They lost 264 lakhs of rupees, and all throughout
they had been bearing the establishment charges out of their own pockets ;
here there is no question of profit, but there is a distinet loss of 264 lakhs.

[ will now come to another Tea Company, the Redbank Tea Company.
When the company went into liquidation, all the ereditors 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 8 years. It could not be turned into a success, and

their total loss, remembering that the share held by them were worth
nothing, was nearly 5 lakhs.

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 genuine
figure has been taken based on experience, and but for a long term agency
po managing agent would take risks of this kind. Why should he?
He knows that if things go wrong, possibly he will never recover: hig
money,: and that is the reason. why a.short term mensging agency:is ngh
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practicable. Under an ideal system we may have no managing agency
system, but under the present conditions if a company is to be worked
by Dlrecturs, and if the company is not to be actually started until the
whole of the working capital is raised, the shares of the company are sold,
there will be very few industrial companies. These ideal conditions may
come after a century or so,—I do not know, -but at any rate they are not
coming in a hurry. However, Sir, until those ideal conditions come into
existence, we have to legislate having regard to the realities of the situation
in India, and not on any abstract ideals which were placed before us by
theorists. I am not looking at you, Dr. Ziauddin. (Laughter.)

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

The Honourable 8ir Nripendra Bircar : Now, Sir, I will give the
House two more instances, because one has something to do with Publie
Utility companies.  One of the Tea (ompanies in Assam, the Manipore
Tea Company was totally destroyed by floods in 1929. The garden was
replanted. The managing agents went on suffering lokses up to the year
1934, and they had just made a small profit in 1935. Al this time where
was the money coming from ? Where were the shareholders 7 Where
were the men who espouse the cause of labour ¥ The money had to be
found from the pockets of the managing agents.

Then, Sir, T will give one more instance, and 1 shall have done with
instances. Let us look at the Electricity Supply Companies. These
companies at Bhagalpur, Muzaffarpore, (futtack, Mirzapur and Mangalore
are financed by one managing agent. They were incorporated hetween
1926 and 1930. Tt is not necessary to go into the details of each. The
advances made by the managing agents and their guarantees come up to
nearly 12 lakhs of rupees. This is one of the forms of industry which
requires, at least in this country, a pretty large number of years before it
comes profitable. These companies,—T do not know if 1 can yet call them
suecessful, or very suceessful,—these companies have struggled through for
vears in the hope of achieving success, and these have been kept up by the
money of the managing agents. Now, during all these years—T did not
want to go into details—but in deference to my friend, Mr. Sri Prakasa,
1 would like to inform him that the managing agents, in respeet of these
4 companies, gave up half. half, half and one-third of their commission
during the last four years. and one can easily realise that all these com-
panies would have gone into liquidation but for the financial help rendered
by the managing agents. And again, in answer {o my friend, T would like
to give him another instance,—1I have got dozens of them, in my possession,—
if you take the Paper Pulp Company,—I am now talking of giving up the
managing agency charges,—the Paper Pulp Company was started in 1919.
For the first nine years it snffered heavy losses, and the profit and loss
account after the first nine years showed a debit of nearly 16 lakhs. The
advances made by the managing agents fluctuated between 15 to 25 lakhs,
and there has been no managing agency charge made from the heginning,
that is, from 1919 up to 1929, but in 1929 they took a portion of the charges
to which they were legitimately entitled under the terms of their managing
agency.

Sir, I pmy:osa now to come to the industries in Bennal Some idea of
the success qv ptherwise of industries in Bengal can be gathﬁred from tep
facts which I am going to mention presently.. Again, T shall not mention
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the names of the managing agents. Managing Agent A has a large number
of companies under his control. He has been managing them from 1918
to 1935. The capital of these companies came to nearly 5 crores and 58
lakhs. Some idea of the size of the industrial ventures can be obtained
from the fact that the paid up capital is over five and half crores. Upon
this capital, during the 17 years from 1918—1935 tax free dividends were
paid to the extent in round figures of Rs. 18 erores, bonus shares—I1 am
told by my Honourable friend, Mr. Joshi, that bonus share is a horrible
thing and that it should not be touched with a pair of tongs, but if T were
a shareholder I would welcome bonus shares—bonus shares were issued to
the extent of Rs. 23 lakhs, cash bonuses distributed, Rs. 14 crores. Manag-
ing Agent No. 2—I won’t give you the name... ...

Pandit Lakshmi Kanta Maitra : These are European companies

The Honourable 8ir Nripendra 8ircar : Does that make any differ-
ence ! T will answer that in a minute, Yes. But one of the companies
whose record is equally good and whose fizures are equally large, has an
English name. it is Messrs. Martin and Company, but really its senior
partner was an Indian and there are other Indian partners. I am talking
of Messrs. Martin and Company. During the time that there was slump
in the frade, T know from first hand information from the late Sir Rajendra
Nath Mukherjee that over Rs. 50 lakhs had been advanced by Messrs.
Martin and Company to the different tea gardens in Assam and elsewhere.
The 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
hardest: to keep the companies going, and ultimately although they could
not make profit for years they have been saved from liquidation and they
are still going on. But my Honourable friend, Pandit Lakshmi Kanta
Maitra, is quite right in thinking that managing agents Nos. 1 and 2 are
British.

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

The Honourable Bir Nripendra 8ircar : I said managing agent No. 2,
but out of deference to my Honourable friend, Pandit Govind Ballabh
Pant, T shall now call him managing agent B.

Pandit Govind Ballabh Pant : Leave that to the lonourable the
Home Member, Public Enemy No. 1, Public Enemy No. 2, and you restriet
vourself to A and B, (Taughter.))

The Honourable Bir Nripendra 8ircar : I am sure that my Honour-
ahle friend, Sir II. . Mody, will say Publie Bencefactor No. 1 and Publie
Benefaetor No. 2. (Laughter.) Managing agent B runs 31 different
companies. The paid up eapital of these companies is nearly 3 1'3 crores.
The market value of the shares foday, if they are caleulated from any of
the financial papers, is over Rs. 7} crores. They. have distributed tax free
dividends to the extent of Rs. 12} crores, and not a single creditor has ever
lost any money so far as these companies are concerned. Now, Sir, my
Ilonourable friend asked me about the British managing agents. May I
also give him certain figures about the Ahmedabad mills'? ‘T may tell my
Honoursble friends that these figures for Ahmedabad, and in fact, every
matter relevant to Ahmedabad are very eaky to find now from & ditecfory
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which has been published by one Mr. Navalrai. He sent free copies to
every one of us, but, of course, that was with a view to urging that the
managing agency system is rotten, and the figures quoted in his publication
may therefore be relied upon as not being friendly concoctions to support
the managing agency system.

Mr. M. A Jinnah (Bombay City : Muhammadan Urban) : May 1 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 Committee 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 ?

The Honourable 8ir Nripendra B8ircar : As this is not a point of
order, all I will say is this that 1 am not discussing it from the point of
view that the managing agency system should not be abolished. But I have
got to justify why they have been given 20 years, why they have not been
direeted to 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 with a view to show that to proceed
further than what we have done in the Bill will be an expropriation which
is not justified by the neccessities 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 the point of view from which I am addressing
this House and not with a view to arguing the question of abolition. 1
think 1 told the Ilouse,—of course, these interruptions are not welcome at
all—1 was telling the Ilouse the reasons why we are giving managing agents
20 years, how we are trying to justify it. After that, I went on reading
out some figures. 1 do not see what justification there is for suggesting
that T am now urging the issue as to whether the managing agency should
be abolished or not. I think I was talking of Ahmedabad although this
unnecessary interruption rather takes me out of my line—my Honourable
friends will find from the book to which I referred, at page 204, that in
1933—1 am giving the figures of one year and not of all the years—they
gave up out of Rs. 41 lakhs of commission earned, I mean. by all the
managing agents in that ycar, in 1933,—out of Rs. 41 lakhs they gave up
Rs. 15 lakhs. Some did not give up, or rather a few did not give up, others
gave up very negligible proportions, but as against that, there were mills
which gave up the whole of their commission for a series of years.

Then, the next matter to which T would draw the attention of the
House is about the 20 years which is proposed to be given by the Bill to
the existing and new managing agents,—I am not talking of abolition but
of the 20 vears which is proposed to be given to the existing managing
agents. May I remind the House of the opinions which have been
received ? 1 have made a careful analysis of the hundred odd opiniona
whiech have been received and 1 will give the result of my summary. If
I have made an occasional mistake, my Honourable friends will pardon
e, but 1 have ‘thken care to'see that this is not ‘wrong. A The position is
this. 'Out 'of thesé over 100 opinions which' we have relfleivéd, T believe it
fs!'175 < o# " something—ws find that' therd 'aré '21° 5jﬁiii‘6r'|§!' ﬁgs Iy from

ht

ChiEmbetd of “Cenimbrod ahATpirtichlary "trohl ‘Tndian’ Hiefbihtile Mmtsrests;



810 LEGISLATIVE ASSEMBLY. [16TH SEPT. 1936.

[Sir Nripendra Sircar.]

which want more than 20 years, either 25 years, and I believe in one case
the Kederated Chamber want 30 years. Those are 21. Now, these are
21 and those who want shorter periods 1 shall give them to you in a minute.
They are four in number. 1 give you rapidly names of associations and
persons who are not satisfied with 20 but waut 25. They are the Federa-
tion of the Baroda State Mills, the Maharashtra Chamber, the Bengal
(‘hamber of Commerce, Dr. K. M. Malaviya, the Upper India Chamber
of Commerce. The Ahmedabad Mill Owners Association, the Indian
Merchants Chamber, the Millowners Association of Bombay, the Govern-
ment of Bengal, the Chittagong Chamber of Commerce, the Federation
of Indian Chambers, Northern Indian Chamber of Commerce, the Burma
Chamber of Commerce, the Government of Burma and the Burma Indian
Chamber of Commerce, the Marwari Chamber of Commerce, und the
Bombay Shroffs’ Association. They want little more than 20 years, The
four who want shorter periods are the Registrar of Companies, Sind. He
suggests five years. The Registrar of U. P. suggests 10 years, although his
opinion does not agree with either the Chambers of Commerce or Indian
opinion there or with the Local Government. He, however, suggests 10
veurs. Then, Sir, to be absolutely exhaustive, one Mr. S. B. Pandya an
swditor says that seven years should be given. Then, the Registrar of
Rengal and the Bombay Shareholders are the last. That accounts for
ubout 25.

An Honourable Member : What do the Bombay shareholders want ¢

The Honourable 8ir Nripendra 8ircar : That is a long story. The
three stages are zero, then one or two. Then it is 5. T speak subject to
correction. The opinions are altogether 130. Of this, 105 are satisfied,
because they made no comments on the period. There are some of course
who do not deal with managing agents, for example, the Lloyds’ Bank.
I am omitting them as they are few. It is only to give the House a rough
idea. 105 are satisfied with 20 vears. 21 want longer periods and four
including Sind and Mr. Pandya ask for shorter periods.

Pandit Govind Ballabh Pant : 105 are silent ?

The Honourable Bir Nripendra 8ircar : They are silent on the
fquestion of the perind. They are not silent, not all of them, on the
question of the managing agency. For instance, some of them deal with
remuneration or about dismissal and so on but they ere silent about the
period. Now, Sir, it may be said after all most of them are merchants.
What abont the shareholders. Bombay is opposed. as T have said. There
are only two other associations of shareholders. One is the Northern
India Shareholders. The other is the Calcutta shareholders. They do
not object to 20 years. The Bombay Shareholders Association alone
among the opinions received from sharebolders ask for shorter period.

Mr. M. 8. Aney : Do they support it ?

The Honourable 8ir Nripendra 8ircar : As I explained to my friend,
Pandit Pant, they do not make any comments on the question of the period
hut they do m.akp comments on other matters relating to the mangging
agency, fo.r ;mt.anoe, remunersthr;, n;mmal p,nﬁ sﬂo on.  They. make mo
comments or orl;ml@ms q;;rpq;alt of. 20 ve .2{"}2“3 rgp.'ﬂ,l vew;the
nanmgs of ﬂ’ﬁ’ i wmf?mﬁ'wwmbm TERY RQTE, ‘,a Jeat:., The: othen
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commercial bodies which are content, as they do not make any adverse
criticism on our suggestion for 20 years, are, 1 proceed very rapidly,
the Bangalore Trade Association, the Karachi Chamber of Commerce, the
Karaechi Indian Merchants Ab‘»OLl&t-lDIl the Cochin Native Joint Stock
Ltd., the Southern India Chamber of Uommerce, the Punjab Chamber of
(ommerw the Bombay Exchange Banks Association, the Bengal Mahajan
Sabha, the Muslim Chamber of Commerce, the Trades Association of
'\Iadm.s the Bengal National Chamber of Commerce, the Madras Chamber
of (“onnm 'ree, the Mysore (Chamber of (‘ommerce, the Indian Tea Planters
Association, ’rhe Native Share and Stock Brokers. Association, Bombay, the
B!orchants’ Chamber U. P. and the Burma Planters Association. [ am
right in saying, without being guilty of exaggeration, that really the support
1s overwhelming in favour of our proposal for 20 years.

Mr. 8ri Prakasa : What do the managing agents themselves waut
after all the losses they have suffered ¥

8ir H. P. Mody : Perpetual tenure.

The Honourable Bir Nripendra 8ircar : Mr. Jinnah is absolutely
wrong there. They do not want perpetual tenure. They ask for 20
YOars.

Mr. M. A Jinnab : I must protest against what my Honourable friend
said, 1 did not say a word.

8ir H. P. Mody : T said it.

The Honourable 8ir Nripendra 8ircar : 1 am very sorry. Now, Sir,
the Bombay Chamber of Commerce are satisfied with 20 years. They
do not want more. The Bengal Chamber of Commerce takes that view
but the Indian Merchants Chamber, the Federated Chambers and ihe
Indian Mereantile interests, most of them want 25, with the exception,
1 helieve, of the Federated Chambers and another who ask for 30. That
is the position,

Mr. 8ri Prakasa : What do the managing agents themselves say !

The Honourable 8ir Nripendra Bircar : There is no association of
nanaging agents.

Mr. 8ri Prakasa : They might ha\e submitted their opinion.

The Honourable Bir Nripendra Sircar : They might have but they
have not.

Mr M. A Jinnah : May I take it that the Government have not tried
to ascertain what the managing agents, who are vitally concerned, would
like to have.

The Honourable 8ir Nripendra 8ircar : For the obvious reason that
they were very ably represented on the advisory committee which had
its sittings for ten days at Delhi.

Mr. M. A Jinnsh : Then you have ascertained their opinion and they
are content with 20 years.

The Honoureble Sir Nripendra Sircar: That is partly true, part.lr

untrue,

Mr. M. A Jinnah : -“Whieir: is the untrie-pamt off d* p & 9
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The Honourable 8ir Nripendra Sircar : I am coming to that. If the
Honourable Member thinks that he will prevent me from going on with
my speech with these interruptions, he is very much mistaken. It will
take a little longer time.

Mr M A Jinnah : I am not used to that sort of practice.

The Honourable Bir Nripendra 8ircar : I am not giving way. I do
not think my friend has any right to speak, now. What they wanted
was this. They wanted 25 years, but, subject to this, that, 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 what was accepted by the Bill. What was
aceepted 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 the existing managing agents. So far as the existing
managing agents 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 vested 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 as 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 is the business of Government to destroy it.
We are not prepared to 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 means
of which you can exactly weigh rival considerations. But having 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 ; that is to say, we are not
prepared to aceept a lesser period for the existing managing agents. Sir,
the further reasons, put very succinctly, are these, that the fact that the
managing agent has continued for a certain number of years, let us say
that he is continuing for ten years or twenty years—I am thinking of the
amendment which was suggested by my Honourable friend, Pandit Govind
Ballabh Pant,—I say that that indicates nothing. After all, the idea is
that if he was in possession for twenty vears, he must have sufficiently
fattened by that time to make room for strangers, I say the facts do not
justify that coneclusion. I have given some instances, and, if necessary,
when the clauses are diseussed, I will give more, to show that it is possible,
and it has happened, that managing agents in possession for the last fifteen
or twenty years have really got nothing or, having suffered, it is only
during recent years that they have turned the corner. Why should such a
man be turned out in favour of a stranger to whom.we are willing to gwe
twenty vears ! .

Mr M. A Jinnah : There is-a fresh agreemsnt. pnc:t A ki 181
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The Honourable Bir Nripendra Bircar: I do not mind the interrup-
tion. The other argument which is advanced is—what have they got to
fear § If they are good men, they are bound to be reappointed. Sir, I
am unable to accept this contention and for this reason. Experience has
shown that when the managing agents can be removed—which situation
very often arises on account of the financial weakness of the managing
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. Lokanathan
at page 228 of his book, ‘‘ Industrial Organization in India ’’ :

“‘ Few persons have understood the significance of the cornering activity on the
Bombay Btock Exchange and its disastrous consequences, Bince the management of a
eotton mill company is in the hands of agents who at the start control s majority of
shares, any weakness in their position leads to a speculative activity on the part of a
small group of persons who want to drive them away and get control of the company
in their hands by bocoming holders of & majority of shares and to earn the agency
commission. ..... A body of :Eecnlativo capitalists are always ready to take the
initiative at the first touch of adversity and it is the existence of this element that
supplies the key to the cornerings of eotton mill shares in Bombay.’’

Now, Sir, I shall be told, well, there is no question of financial weakness
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 circumstances 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 other man, I will get the managing agency,
Therefore, I am not impressed, so far as I am concerned, by the argument,
‘“ oh, if he is a good man, he has nothing to fear '’. That is not what
happens in the business world, judging by past experience. Statutory
termination at the end of less than 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 than in the case of the new ones.
They are the people whose rights we are conflscating by Statute. They have
the right to go on, and we are preventing that by Statute and I say there
is no reason 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
you 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 commission 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 care. It would appear that of the 77 mills in
Ahmedabad—I have only got figures up to 1933—only 28 are entitled to
a commission on production. The rest are not. Of the twenty-eight
again, (you can trace the history of each one year by year from the books
which have been published), nineteen have given up sometimes the whole,
sometimes a half and sometimes a substantial portion of the managing
agency year after year. The faet remains, therefore, abuse may be sus-
pected in the case of nine mills out of 78. I do not say that nine mills
which are not accounted for are guilty of any abuse, I do-mot charge
anybody with anything—but the possibility of abuse is limited to nine out of
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78 mills'is the point to bear in mind. If there was any substancyd’ in the
contention that this undesirable system has led to productmn sihply because
the managing agent wanted to inflate the commission due to him by an
increase of production, it is absolutely incompatible, and irreconcilable
with the fact that year after year they have been giving up a very large
portion of the commissions earhed-on this basis.

Then, Sir, oné must not lose all sense. of proportlon After all,
Khmedabad may be a great place but the paid up capital of the Ahmedabad
mills—talking of the year 1933—is only 43 crores, whereas the paid up
capital of all the British Indian companies is in the region of 800 crores.
So, Ahmedabad represents only 4} crores out of 300 crores. Out of that
ﬁ ¢érores; as T have shown, if there has been any abuse of the production
commiission, it is possible only in 9 out of 78 cases. Further, in.the long
documents which we have been asked to read and in the pamphlets which
have been issued, it -has been 1mpreused upon us, what is ‘obviously correct;
that this is an Undemhble system, [ (a fact with which I entirely agree),
but no instance has been given and 1 am waiting to hear instances being
given by others in.this House, of managing agents having unnecessarily
produced goods for increasing their commission. It has mot been shown
that in a partlcular case the managing agent had been going on producing
goods simply for increasing his commission. . No trouble had been spared
in making out the case of abuses prevalent under the managing agency
gstom. But I have not found any tangible case apart from the contention

at the situation is not a desirable one. The questlon is why the small
fraction of 4} orores out of total of 300 crores, is assumed to be zapable
of earning uncomscionable profita for 20 or 25 years—why if they may
be suspected of going om with abusing the commission system ¥ Why
should the overwhelming majority of managing agents to whom these
considerations. do not apply, why should they be hit 1 For the sake of
one person, are you going to hit the remaining 199 ¥ Are they to beo
éxpropriated because a very minute fraction are capable ex-hypothesi of
making more money than they ought to by misusing this system 1 I
veuture to submit that from the evidence received so far there is really

no <ase for inducing us to change the conelusion at which we have
arrived.

Now, Sir, I will briefly refer to some of the speeches which have
been made. My Honourable friend, Mr. Ananthasayanam Ayyangar,
wants a Board of Control. Now, as a Member of Government I have
really been very much flattered by the suggestions which have been
made from time to time by some of the Honourable Members. They
have said : ‘‘ Do not trust the managing agents ; do not trust the
directors because they are all cheats ; do not trust the sharehdlders
because they are all fools ; but trust the Government to do the right.”’

An Honourable Member : Not the present Government.

The Homourable Sir Nripendra Siroar : There may be non-official
representatives but the Government’s finger will be there right enough.
You want a Board of Control, you want the executive really to have
power to make or mar the industrial eoncerns. 1 would have thought
thet w nom-official would have shunwed thiy ndeu of indue Govermment
interferehce,
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Mr. Bri Prakasa : We want a better Government also,

The Honourable Bir Nripendra B8ircar : We are legislating for tho
present Government. When the better Government arrives, there may
be no laws. (Laughter.) Now, Sir, Mr. Avinashilingam Chettiar made
a suggestion which, I venture to submit, required serious consideration.
The House will remember that he made certain eriticisms, into which I
need not 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 convietion in Court and that to be followed by a resolution.
All that is unnecessary, is my Honourable friend’s contention. Thinking
over 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
misconduet, whether it is a case of embezzlement or theft or cheating or
misappropriation or fraud. He is equally removable in case of negli-
gence in business or conduct caleculated to injure the employer’s business.
He is also removable for incompetence or permanent disability. Now,
what 1 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 has 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
instance, there may be a provision that he is not to be removed unless
he has 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 effect
that in case of conviction in Court or in case of proof of fraud and negli-
gence, there should be a meeting of which 12 months notice should be
given individually to every shareholder and four-fifths of the members
must be present at the meeting. There are such provisions in some
companies. That has been avoided in the English Act by their intro-
ducing section 152 which makes all such stipulations void. What T want
my friends 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 officer remain subject to removal under the law of the land on all
these grounds but take away the protection which is afforded to them by
these very peculiar and special articles in many of the managing agency
agreements 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 (he
Homnourable Member like to stop at this stage ¢

The Honourable 8ir Nripendra Bircar : As you please, Sir.

The Assembly then adjourned till Eleven of the Clock on Friday, the
11th September, 1936.
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