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ANNUAL REPORT (1965-66) OF THE
KERALA FINANCIAL CORPORATION

THE MINISTER ofF STATE IN THE
MINISTRY OF TRANSPORT AND AVIA-
TION (SHRI C. M. POONACHA) : On behalf of
Shri B. R. Bhagat, I lay on the Table a copy of|
the Thirteenth Annual Report of the Kerala
Financial Corporation for the year ended the
31st March, 1966, under sub-section (3) of]
section 38 of the State financial Corporations
Act, 1951, read with clause (c¢) (iv) of the Pro-
clamation (G.S.R. No. 490) issued on the 24th
March, 1965, in relation to the State of Kerala.
(Placed in Library. See No. LT-7053/66.]

AUDIT REPORTS ON THE ACCOUNTS OF THE
KERALA FINANCIAL CORPORATION FOR THE
YEARS 1961-62, 1962-63 AND 1963-64

SHRI C. M. POONACHA : Sir, on re-half of
Shri B. R. Bhagat, I also lay on the Table a
copy each of the following papers, under sub-
section (7) of section 37 of the State Financial
Corporations Act, 1951, read with clause (c)
(iv) of the Proclamation (G.S.R. No. 490)
issued on the 24th March, 1965, in relation to
the State of Kerala:

(i) Audit Report on the Accounts of the
Kerala Financial Corporation for the
year ended the 31st March, 1962.

(11) Audit Report on the Account* of
the Kerala Financial Corporation for
the year ended the 3 lit March, 1963.

(hi) Audit Report on the Accounts of the
Kerala Financial Corporation for the
year ended the 31st March 1964.

[Placed in Library. See No. LT-7054/66
for (i)t o (Hi).]

ANNUAL ADMINISTRATION REPORT (1965-f
66) OF THE TEA BOARD

THE DEPUTY MINISTER m THE
MrNISTRY oF COMMERCE (SHRI M. SHAFI
QURESHI) : Sir, I lay on the Table * copy of
the Twelfth Annual Administration Report of
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period 1st April, 1965 to 31st March, 1966.
[Placed in Library. See No. LT-7037/66.]

ALLOTMENT OF TIME FOR CONSI-
DERATION OF THE MOTION RE
THE STATEMENT ON GOLD
CONTROL

MRr. CHAIRMAN: 1 have to inform
Members that under rule 172 of the Rules of
Procedure and Conduct of Business in the
Rajya Sabha, I have allotted two hours for the
consideration of the motion regarding the
statement on Gold Control.

STATEMENT RE GOVERNMENT
POLICY IN REGARD TO THE
FUTURE OF THE MANAGING

AGENCY SYSTEM—contd.

MR. CHAIRMAN: On September 5, 1966,
Mr. Pathak, Minister of Law, laid a statement
on the policy in regard to th* future of the
Managing Agency system. Any Member
wishing to put questions can do so now.
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SHRI M. GOVINDA REDDY (Mysore)'.
Sir, the terms of reference of the 1.G. Patel
Committee were with regard o only five
industries. May [ know, Sir, whether other
industries are under the consideration of the
Government and whether the question of
continuing or discontinuing th© managing agency
system in the other industries is being examined
9

SHRI G. S. PATHAK : Yes, Sir.

SHRI BANKA BEHARY DAS (Orissa): Sir,
this system of managing agency is
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the most important instrument ot concentration
of economic power, and has become a clog in
the wheel of industrial progress. According to
the Monopolies Inquiry Commission Report,
even if there would have been no
managing agency system, the  industrial
growth of the country would not have been
impeded. May I know, Sir, from the hon.
Minister, according to the statement that he has
laid on the Table, whether the managing
agency system even in these five industries is not
going to be abolished within the coming two
to three years, because it is said therein that a
date will be fixed and from that date within the
next three years the managing agency system
will  bo abolished ? And  from the
percentages of share capital held by com-
panies managed by managing agents to
the total for the industry as a whole—I
mean these five industries—I may tell the hon.
Minister that in cotton textiles they control 49.2
per cent; in jute they control 54.9 per cent; in
sugar they control 47.3 per cent; in tea it is 38
and in paper it is 46.2. In view of this high
concentration of economic power, does the
Minister think that it should be abolished as
early as possible, preferably within one year ?
And my second question is that the decision
that has been mentioned in the statement that
has been laid, does not go to all other industries
beyond the five mentioned therein, and
according to a figure with me I can say to the
Minister that these are the topmost five big
business houses of India those managing
agents have been having this much of
controlling interest in all concerns owned by
them. In the case of Tatas it is 74 per cent. In
the case of Birlas it is 82 per cent. In the case
of Martin Burn it is 91 per cent. In the case of
Bangur*it is 45 per cent, and in the case of
Thapar it is 58 per cent. May I know  from the
Minister if  h_ that, in spite of this fact, if
they go to abolish the managing agency system
in all those five industries only, there will atill
be a huge sector, there will still be a large
number of industries where the managing
agency system will continue and as a result
control of economic power in the hands of
these five topmost business houses of India will
continue for ever? In view of these facts may I
know, Sir, from the hon. Minister whether he is
going to lay on the Table a further statement
saying
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[Shri Banka Behary Das.] that the managing
agency system is abolished in all other
industries also?

SHRI G. S. PATHAK: Sir, to the first
question as to withfn what time the managing
agencies in these five industries will terminate,
the answer is that the time i* prescribed in
section 324 of the Companies Act, and all
action will be taken in accordance with that
section. There will be a draft Proclamation
placed before each of the Houses in the winter
session. A date will be mentioned in that
Proclamation. That Proclamation will be
subject to the scrutiny of both the Houses, and
the Houses can even modify that Proclama-
tion. That is my answer to the first question.

SHrRI BANKA BEHARY DAS: The
Company law can be amended to expedite this.

SHrI G. S. PATHAK: Well, everything can
be amended; every law can be amended, |
agree, but the question is that, at the present
moment, so long as the law is not amended, |
have to proceed in accordance with the
existing law.

With regard to the other matters, about which
considerable information has been given to me
by the hon. Member, I shall check up that
information.

SHRI BANKA BEHARY DAS: It ia from
an official document; nothing else.

SHRI G. S. PATHAK. Yes, I shall check up
that information, but so far as the policy of the
Government is concerned, the position today is
that, at the present moment, there are ab<«t
800 companies.

SHRI BHUPESH GUPTA (West Bengal) :
869.

SHRI G. S. PATHAK : ... 869 companies in
which there are managing agents, out of which
300 managing agencies will disappear as a
result of the abolition of the managing
agencies in respect of the five industries that I
have mentioned. With regard to the balance the
policy is that there will be a review in respect
of the established industries. Particulars are
being collected and they will be examined,
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and it will be seen whether action should be
taken under section 324 or section 326, and it
so happens that the people who are engaged in
the industries are aware of the policies of the
Government, which are to the effect that, as a
general rule, subject to exceptions, the
managing agency system will be discouraged.
The applications for managing agencies are
getting fewer and fewer, and the results I have
mentioned in that paper. In one or two years
no managing agency has been approved by the
Board.

SHRI P. N. SAPRU (Uttar Pradesh) : When
the managing agency system is being
abolished in certain concerns, has the
Government considered the possibility of
giving to the employees of the concerns the
status of shareholders, so that the distinction
between shareholders and employees may
disappear and the shareholders and employees,
together, may elect their own directors ? And
this would be an experiment in the direction
of, what I would call, industrial democracy,
something like the Yugoslav pattern. Has the
Government considered this possibility ?

SHRI G. S. PATHAK: Sir, the Company
Law Administration, which is under my
charge, has not yet considered that aspect of
the matter.

SHr1 BHUPESH GUPTA: Now *e are told
in the Statement that even after another three
years the majoiity of the existing managing
agencies will be continued, subject to the
review of the matter and the policy of the
Government. How is it that even now the
Government is defying the matter when in the
course of the debate on the Companies Bill in
1956 from both sides of the House opinions
were expressed that the managing agency
system should be abolished and eliminated lock,
stock and barrel as quickly as possible ? Is the
hon. Minister aware that the then Finance
Minister, Shri C. D. Deshmukh, more or less,
shared the sentiments expressed in both the
Houses from both sides of the House and gave
an underUk ing that the managing agency
system would be eliminated expeditiously?
Now, tfcere fore, it seems that the Government
is acting under certain extraneous considerations
and it is acting under certain influential
pressures in this matter. Otherwise there
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is no justification why the opinion that
Parliament so clearly and categorically ex-
pressed in the past, should have been dis-
regarded, at least partially, in this matter.

Also I should like to know from the hon.
Minister why this period of three years grace
is granted even to these five concerns ? Is it
because the Government wants to give them
an opportunity to prrange their matters and
affairs in the meanwhile in such a manner that
when the managing agencies arc abolished,
these concerns would have lost nothing and
their grip and control wculd be retained in
some other form including the institution of
treasurer and secretary-ship provided for under
the Company Law [/ This kind of granting of
grace period of three years is repugnant to
gcod public policy and I should like to know
why again there should be a review, because
this matter has been reviewed again and again.
Therefore, the Government should clarify its
position whether in this matter there is some
pressure or ifiuence being brought to bear and
whether some monopolist concerns approached
some influential Ministers of the Government
to get time ? Is there any truth in that ?

MB. CHAIRMAN : Put your question, Mr.
Gupta.

SHrRI BHUPESH GUPTA fbey should tell
us. Sir. They should tell the truth to you. We
want to know whether they met representatives
from these undertakings, these lines of
industries, and other inlus-trtel concerns and
whether thos« representatives made
representations in the course of the past years
again and again that the managing agency
system should be retained as long as possible,
and whether the Government is not yielding to
this kind of suggestions and pressures. This
is all that I went to know.

SHW G. S. PATHAK: Sir. it is quite wrong
to say that Government is influenced by any
extraneous considerations or is acting subject
to influential pressures.

Surt  BHUPESH GUPTA: laking into
consideration the Congress elections.

SHRI G.S. PATHAK : The only consi-
deration by which the Government is

[6 SEP. 1966]

future of the 5738

Managing Agency System

actuated is the consideration of the rapid
industrial progress of the country and the
economy of the country.

SHRI BHUPESH GUPTA : What about the
Hindustan Steel Limited.

SHRI G. S. PATHAK :
please.

Let me finish,

SHrt BHUPESH GUPTA: It should have
been finished a long time back.

SHRI G. S. PATHAK . The period of three
years which has been prescribed by the law is
being given so that the industries concerned
may be ible to switch over to another form of
management withent disturbing their working
or without diitur-bing their industrial activities.

Surl BHUPESH GUPTA :
more of their Mundhra, I suppose.

To produce

[THE  VICE-CHAIRMAN
BHARGAVA) in the Chair.]
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SHrRI BHUPESH GUPTA : After collecting
the election funds?

SHRI ABDUL GHANIS The Minister was
replying to my question.

SHRI ARIUN ARORA (Uttar Pradesh): The
hon. Minister announced that the managing
agencies of 300 out of the 369 companies.

SEVERAL HON. MEMBERS. Not 360 but
869 companies.

SHRI ARIUN ARORA: Yes, 869, I am sorry
for the mistake and I thank you for the
correction. He said that the managing agencies
of 300 out of the 869 companies will go in 3
years' time from the date which the
Government will fix within one year, that is to
say it will take four years. May I know if the
hon. Minister has any plan for the abolition of
the managing agencies in the rest of the indus-
trial units, that is to say, in the remaining 569
companies?

SHRI G. S. PATHAK : I have already given
the answer to this question and I have said that
areview shall be made and . . .

SHRI BHUPESH GUPTA: The review has
already been done. I tell you the re-wiew was
done long ago.

SHRI G. S. PATHAK: No, no. How do you
know that?

Suri BHUPESH GUPTA: How do you
know?

SHRIG. S. PATHAK: Because I am making
the review.

SHRI BHUPESH GUPTA: But we have
been here longer and we know it has already
been done.

SHRI G. S. PATHAK : Let me finish my
reply.

SHrt BHUPESH GUPTA : How can you
know ? The whole thing has been settled.
Every time this is raised you talk of review.
But Mr. C. D. Deshmukh did not say that
repeated reviews would be called for. We were
told that by 1W5 the whole thing will be over.
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SHRI G. S. PATHAK: The difference
between my hon. friend'? views and mine is
due to the fact that I have also to take into
consideration the interests of the economy and
of the industries of the country. Therefore, |
cannot disturb the economy and the industries
of the country by an ideological approach.

SHRI BHUPESH GUPTA: Sir, it is a serious
question and .

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) : I will come to you later. Now
Mr. Thengari.

SHRI D. THENGARI (Uttar Pradesh) : Apart
from these five industries there are others the
hon. Minister says which are under
consideration of the Government for the
abolition of their managing agency systems.
While taking this decision, what arc the factors
that are going to weigh with the Government ?
Secondly, now that they are dispensing with
the managing agency system and some new
arrangement will have to be provided for their|
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management, may [ know in the new
arrangement what difficulties would be there
for the employees also being given
participation in the management?

SHRI G. S. PATHAK: So far as parti-
cipation of the employees is concerned I have
already given the answer" when I gave the reply
to Dr. Sapru's question.

SHRI P. N. SAPRU: May I explain ? I do
not want what is called participation. I want
the employees to be treated at shareholders. 1
want industrial democracy and  self-
government in industry. We have to study in
this connection the Yugoslav pattern.

SHrRI BHUPESH GUPTA. Sir, may 1. . .

THE VICE-CHAIRMAN (SHRI M. P
BHAROAVA) : Have patience, Mr. Gupta Have
you finished, Mr. Pathak ?

SHRI G. S. PATHAK: So far as th< factors
which will be taken into considera tion are
concerned, the first factor will bi pnbfic
interest.
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And there are many other factors. We
cannot confine ourselves only to ©ae factor.
That will be so when action is taken under
section 324. When action is taken under
section 326—it is continuously being taken and
many managing agencies are being eliminated
by action under section 326—the factors'
which are to he taken into consideration are
mentioned in the section itself.

SHRI G. MURAHARI (Uttar Pradesh) : I
would like to know from the hon. Minister who
has been repeatedly saying that he would take
the interests of the economy and public interest
into consideration before he terminates the
managing agency system whether it is not a
fact that public interest and the economy of this
country demand the elimination of this
managing agency system as soon as possible.
This problem of managing agencies has been
engaging the attention of the Government for
the last so many years and repeatedly the
Government has been saying that they are
going to abolish the managing agency system
but today the Minister again comes here and
says that he is going to give three years tor
these managing agencies to terminate themselves
and then in the rest of the industries these 500
odd managing agencies will be given a further
review. I would like to know why the
Government thinks it necessary to have a
review of those industries. Is it not a fact that
the managing agency system itself is an evil
and may I know whether the hon. Minister has
some suspicions in this regard and whether he
thinks that perhaps these 500 odd managing
agencies are going to be beneficial to those
industries ?

SHRI G. S. PATHAK : To the extent that
public interest demanded the abolition of the
managing agency system managing agencies
have been reduced. In 1959 there were more
than 5,000 managing agencies but today the
number of managing agencies that exist has
been given in the statement. Now the people
engaged in the industries themselves do not
make applications for approval of managing
agencies to th? same extent as they used to do
before becausf most of the applications are
being rejected on the ground of public interest.
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SHRI M. M. DHARIA (Maharashtra) : In
view of the fact that the existing monopolies in
our country have come up because of the
managing agency system.

SHRI G. MURAHARIT Sir, he has not
answered my question at all.

SHrRI M. M. DHARIA : . . . may we know
from the Government of India why the
Government is not thinking of amending the
present law so that they need not have to wait
for four years to abolish the managing agencies
in the five industries mentioned by the
Government and along with that may we also
know from the Government when we have
accepted this principle of abolition of the
managing agency system why we should spend
some more years to review the managing
agency system in the other industries? May we
have valid reasons from the hon. Minister?

[THE DEPUTY CHAIRMAN in the Chair]

SHRI G. S. PATHAK: Madam, the reason is
that the law enacted by Parliament requires
first the consideration of this problem of
managing agency on an industry-wise and
business-wise basis. Now when consideration
is paid to this problem on that basis it requires
examination of many details; it requires an
examination of the effect of abolition of
managing agencies on the industry and on the
economy of the country. These are the various
aspects.

SHRI G. MURAHARI : What was the
Government doing all these years ?

Tu DEPUTY CHAIRMAN : Let him
answer.

SHRI G. S. PATHAK : Let m, answer his
question. And because of tntse various
examinations—it has to go ;o several
Ministries—from different i-tandpoints, it takes
some time. It is not in pubiic interest that on
some ideological basis you abolish a system of
management which has remained in existence
in the country for such a long time. Time has
to be given to those engaged in the bj«inrss to
switch over to other forms of management.
Therefore, when action is taken under section
324 it does take time to consider
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what would be the effect of the abolition of,
this on the industry and on tbe economy of the
country and the Patel Committee itself has
suggested that we should hasten slowly.

SHrRI BHUPESH GUPTA : Madam, You
were not here when .

SHRI K. SUNDARAM (Madras) : Madam,
he has been getting too many
turns.

THE DEPUTY CHAIRMAN : Anyway, he
will put the question briefly.

SHRI G. S. PATHAK : He .has already put
questions to me.

SHrRI BHUPESH GUPTA: It does not
(matter. Why? Are you afraid of my questions
? You can reply.

Madam, he has said that in view of the
industrial progress of the country and for the
sake of the economy he is not abolishing the
managing agency system.

SHRI G. S. PATHAK: I have not said in
those terms.

SHRI BHUPESH GUPTA: That was your
argument. [ do not know the police court
arguments but that is how I understood. =~ Now
you. have said in the statement that as a result,
the number of managed companies which
stood at 5,055 when figures were collected for
the first time in 1959 has come dovn to 869 as
on 1st April, 1966. Do I undet stand that as a
result of elimination of managing agencies in
these concerns the country's  economy has at
all suffered in any manner ? If after eliminating
nearly 4,500 or more managing agencies out of
the 5,055 the  country's economy has not
suffered, is it not prima facie a reason by itself
for the remaining to be done away with and that
if they are also eliminated nothing will be
lost ? Therefore, Madam, as we understand
it, the statement itself makes out a case for the
elimination of the managing agency system
as a whole immediately and therefore the
argument about the country's interest and
economy should not te advanced in this manner.
Besides, is it also not a fact that in the Second
and Third Five Year Plans, which came after the
Cosnpa-
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nles Bill, it was stressed that concentration of
economic wealth should be done away with
and that necessary steps should be taken and
the entire policy envisaged in the various
Plans points to the need for elimination of the
managing agency system 7 Therefore, both
expedience and public policy demand
complete elimination of the managing agency
system. [ would like to know how they view
this matter.

SHRI G. S. PATHAK . Now, Madam, the
country's economy has not suffered because of
the manner in which action has been taken,
because of the close examination that was
made and because of the selection that was
made, selection based upon considerations
relating to the economy and to the industry. If
there had been abolition at one stroke of the
pen without taking into consideration the rele- i
vant factors the country's economy would have
suffered.

(Many hon. Members stood up.)

THE DEPUTY CHAIRMAN: I have got the
names here. Mr. Kaul.

SHRI M. N. KAUL (Nominated) : Madam, it
is well known that the business community is
always ahead of the Government plans. Is the
hon. Minister aware of the danger that after
the abolition of the managing agency these
very persons may reappear as sole selling
agents which is more profitable because
under the managing agency system if there
are profits in the company then they get their
commission but as sole selling agents their
commission is assured 7 What is the hon.
Minister thinking on this matter and what steps
Government have taken to plug this loophole ?

SHRI G. S. PATHAK : It is a purely
hypothetical question as to what the un-
employed managing agents would do in the
future, what the reaction ot the
Government would be and how the loopholes if
any are created would be met. That is an
entirely hypothetical question. 22 NOON.

SHri  CHANDRA  SHEKHAR  (Uttar
Pradesh) : Madam Deputy Chairman, it is a
policy question and a very Important question.
Is it not a fact that due to this
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managing agency system our people have been
exploited for hundreds of years, and as the hon.
Minister has said because this system has been
continuing for hundred* of years or for a long
time, it must continue for some more time, is it
the contention of the Government, or is it the
policy of the Government that the exploitation
which continues in this country for decades
should stop immediately or do the Government
think that they should give some more time for
these monopolists and managing agents to
exploit the people who are suffering from their
exploitation for decades together? What is the
policy of the Government 7 The Government
should declare its policy.

SHRI G. S. PATHAK : The policy of the
Government is that where exploitation occurs .

SHrRI BHUPESH GUPTA : What is ex-
ploitation ?

SHRI G. S. PATHAK : Why are you putting
the question to me ? The policy of the
Government is that exploitation, wherever it
occurs, should be removed, but it is also the
policy of the Government that, when efforts
are made to remove any evils, the industry and
economy also should not suffer. Therefore, we
are trying to remove the evil wherever the evil
exists and every time we are also taking that
into consideration.

SHRI CHANDRA SHEKHAR: Is it the
policy of the Government to help exploitation
by continuing the managing agency system in
the country 7

(No reply)

THE DEPUTY CHAIRMAN. Mr.
Ghosh.

Niren

SHRI NIREN GHOSH (West Bengal) : I
would like to be clarified by the Minis ter.
Will he clarify whether the Government is at
all serious about abolishing the managing
agency system, because my information is this ?
You have given extension, by five or six years,
fo certain firau managed by Tatas and Birlas.
You have given them extension of time up o
five or six years. That is one question.
Secondly, he was saying no more new
approvals are given. From the statement it is
seen that
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in regard to the

[SHRI Niren Ghosh] out of 99 applications
you have approved of more than 77
applicaticns. Thirdly, how can you abolish the
managing agency system if you do not abolish
the interlocking of directorships ? In one
company if he is the director, he becomes the
managing director or manager of another com-
pany and he is running a number of companies,
serving as a director or as a representative of
the company. So, informally, as a rule, by other
methods that firm controls the other firm. He is
called ecither ,as the Secretary, Treasurer,
Managing Agent or Manager of th<j company.
May I know whether you will abolish in-
terlocking of directorships as a whole ? No
person should serve as a director in more than
one company. Fourthly, you have given three
years' time to these five industries. What about
the rest ? Are you prepared to lay down a time-
'imit, by which the entire managing agency
system would be abolished ? Fifthly, you say
that it is in the public interest to abolish it. You
say so. Hon. Member, Mr. Sapru's question
comes up in another form. The employees can
become shareholders. The employees as a whole
can also serve on the board of directors of the
company. You should make a special provision
so that the employees and workers of the
company can serve on the board of directors.
Are you going to do that 7

THE DEPUTY CHAIRMAN : That will do.

SHRI G. S. PATHAK: So far as the 77
approvals are concerned, I am certain that the
period fixed will on some date expire .

SHRI BHUPESH GUPTA: That, of course,
we know. All of us will expire one day.

SHRI G. S. PATHAK : In a case where
section 324 is applied, in all such cases,
the period will terminate and in some cases
there will be termination even before the
expiry of the period fixed, there is a pcs-
ty. So far as the policy of the Gov
ernment is concerned, it is laid down. It
irs clear from [he law itself. We will
'ider section 324 if wc think that it is !
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the proper way of acting. Otheiwise, we are
continuously acting under section 326 We first
see the public interest. We see whether the
person is a fit and proper person. We see
whether the terms on which the managing
agency is being obtained are reasonable and
proper and then we impose conditions.

SHRI BHUPESH GUPTA: We nee how they
contribute to the Congress election fund.

SHRI AKBAR ALI KHAN
Pradesh): That is irrelevant.

(Andhra

SHRI G. S. PATHAK: With regard to the
rest, that is, other than these five industries, I
have already made a statement that we are
taking into consideration all the various matters
with regard to other industries.

{Interruptions)

THE DEPUTY CHAIRMAN Shri

Santokh Singh.

SHRI SANTOKH SINGH (Delhi) : Madam,
the managing agency system has been
accompanied by some evils as it has been said
in this House, for the last hundred years. May
I know what are the other forms of
management likely to be brought into
existence after the abolition of the managing
agency system 7

SHRIG. S. PATHAK : I would refer the hon.
Member fo the Companies Act. It specifies
four forms of permissible management. I need
not detail, what i* laid down in the section of
the Act itself.

(Several hon. Members stood up,)

THE DEPUTY CHAIRMAN: I tell you that
this business has been going on from 11.30. It
is now past twelve end 1 cannot indulge in
carrying on this issue for more lime. Now. there
are two ether points, one raised by Mr.
Rajnarain and the other by Mr. Mulka
Govinda Reddy. They say that they have taken
the permission of the Chair. Mr. Mulka
Goviada




