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(vii) the meeting agreed to request 

the U.N. Cartographic Office to 
circulate the two proposals 
regarding the projection system 
of the map (Lambert Conformal 
Conical Projection and Oblique 
Azi-mutual Equidistant Projec-
tion) to national cartographic 
agencies for comments and to 
forward a report on the results of 
consultation to the Co-ordinator 
of the Project. The final decision 
on the projection to be adopted 
to be taken by the Co-ordinator 
viz., the Director, Geological 
Survey of India. 

(viii) each country in the region   I to    
prepare    base    geological maps 
on   the scale of    about 1 • 2 
million which    will    be sent to 
the Co-ordinator. 

Except for consultations between the 
U.N. Cartographic Office and some of the 
Survey Departments of the region, no 
progress has been made with the 
compilation of the map. The Working 
Party has authorized the Co-ordinator to 
decide on various technical details 
connected with the compilation of the 5 
millionth scale map, after consulting the 
countries   concerned   wherever   
necessary. 

HINDUSTAN STEEL PLANT AT ROURKELA 

356. MOULANA M. FARUQI: Will the 
Minister for NATURAL RESOURCES AND 
SCIENTIFIC RESEARCH be pleased to 
state: 

(a) whether the work of detailed 
prospecting and development of iron ore 
properties for the Hindustan Steel Plant 
at Rourkela has since been completed by 
the Indian Bureau of Mines; and 

(b) if so, what is the result of the 
investigations? 

THE MINISTER FOR EDUCATION 
AND NATURAL RESOURCES AND 
SCIENTIFIC  RESEARCH    
(MAULANA 

ABUL KALAM AZAUJ :     (a)   Noi    yet. 
The work is in progress. 

(b) Investigations so far completed 
have proved the existence of 19-8 million 
tons of iron ore with an average iron 
content of 65-56 per cent, in one block 
comprising an area, of 0-19 square miles. 

THE     COMPANIES     BILL,     
1955— continued 

SHRI H. N. KUNZRU (Uttar Pradesh): 
Mr. Chairman, the hon. Members, who 
have already spoken on the Bill, have 
spoken with an intimate knowledge of 
business affairs in this country. I am 
afraid I cannot lay claim to such 
knowledge; my knowledge of such affairs 
is of a rudimentary kind. But although I 
am a layman, I shall be required to cast 
my vote in favour of or against the Bill; 
and as I do not want to cast a silent vote, 
it is necessary that I clearly state my point 
of view. I shall deal generally with such 
matters as are of general interest, but I 
shall not be able to get away completely 
from the subject of managing agents, 
although it has been discussed at con-
siderable length already. Perhaps, I would 
better begin with a brief discussion of this 
topic so that I may be able to deal 
adequately with the other points to which 
I attach importance. 

Sir, when this Bill came before the 
Rajya Sabha, I was anxious to find out 
how the Indian Companies Amendment 
Act of 1951 had worked. The Secretary 
of the Company Law Administration 
Department has been good enough to 
supply me with the Annual Reviews 
published by the Advisory Commission 
set up under the Amendment Act during 
the last three years. In the concluding 
paragraph of the Review for the year 
ending the 30th September 1952, the 
Commission says: 

"Certain    difficulties   have    been 
encountered  in    the  administration 
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[Shri H. N. Kunzru.] of the Indian 
Companies Amendment Act, 1951, but 
Government consider it desirable to 
watch its working for some time longer 
before they take any action to deal with 
them. The measure of success already 
achieved in the working of the Indian 
Companies Amendment Act, 1951, has 
been to no small extent due to the co-
operation and support of companies 
including some of the biggest industrial 
and commercial concerns in the 
country. Government trust that they 
will continue to receive the same 
measure of co-operation from them in 
future and that the administration of the 
Act will help in a stable rise in the 
standard of company management in 
the country." 

Now in the last Review which deals with 
the year ending the 30th September 
1954, the Advisory Commission says: 

"In the earlier reviews it has been 
observed that the success of the 
working of the Amendment Act of 
1951 was in no small measure due to 
the co-operation and support received 
from companies including some of the 
biggest industrial ' and commercial 
concerns of the country. The fact that 
the broad principles laid down by 
Government on the recommendations 
of the Commission regarding the 
tenure, remuneration and powers of the 
managing agents or managing directors 
have been readily accepted by a great 
majority of companies has been in 
itself a very encouraging feature of 
Company Law administration in recent 
years." 

Now, Sir, as the managing agency 
system has come in for a great deal of 
criticism—much of it is well-deserved—I 
think it is only fair that hon. Members 
should know also the bright side of the 
picture. Malpractices have always been 
observed in business affairs in every 
country. They are a regrettable feature of 
the tendency on the part of some people 

who already have got a great deal of 
money to amass more wealth. But I am 
not sure that it is a special feature of the 
managing agency system. There are many 
concerns in this country that have no 
managing agents. I can mention some of 
them in Uttar Pradesh. But I do not think 
that they have a better reputation than any 
of the concerns or the mills managed by 
the managing agents. During the war 
years, Sir, and even before the war years, 
the evils of the system were recognised. 
And the Indian Companies Act of 1913 
was amended in 1936 and several times 
later. The latest amendment was effected 
in 1951. The years after 1939 were the 
war years, and it must be confessed with 
regret that the morality of the entire 
country deteriorated. Few people could 
withstand the temptation created by the 
war to get rich quickly. The Government, 
therefore, found it necessary to amend the 
Indian Companies Act in 1951. It is 
obvious, Sir, that if the Act of 1951 has 
worked fairly well, though there have 
been some difficulties in its 
administration, as observed by the 
Advisory Commission, it is desirable in 
the interests of the country that an 
institution which is still serving a useful 
purpose should not be totally discarded 
immediately. No one is in love with this 
system. If it can be put an end to at once, 
put an end to it by all means. But it does 
not appear, Sir, that questions relating to 
capital and organisation and management 
can at present be easily dealt with by 
scattered individuals. We hope that in 
course of time, or rather very soon, 
organisations will come into existence 
which will not need the support of the 
managing agency system. But in view of 
the fact that we have to concentrate our 
attention at present or more production 
and more employment, I think it is the 
path of wisdom that we should use such 
agencies as we can in order to give an 
inducement to the people who can help in 
increasing the production in this country. 
I have read some of the speeches made by 
the Finance Minister in another place, 
which have been circulated to us, and 
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in spite af my sympathy with those who 
are for ending the system of managing 
agencies, I feel that reason is on the 
Finance Minister's side. I shall have to 
say something more, perhaps a word or 
two more, on this subject a little later. 
But I shall now pass on to certain general 
suggestions which will interest all 
laymen. 

The most important thing, in my opinion, 
that required to be dealt with in the Bill 
before us was the position of the 
shareholders vis-a-vis the directors and the 
managing agents. It is a sad fact, Sir, that 
although these people supply the capital, or 
a large part of the capital, with which our 
industrial concerns are run, they have 
hardly any say in the management of these 
concerns, or they are hardly able to obtain 
any information with regard to the concerns 
in which they have invested their money. I 
am, therefore, very glad indeed that this 
Bill improves considerably the position of 
the shareholders. There are provisions 
requiring the consent of the shareholders 
for the passing of a general resolution or a 
special resolution. A general resolution 
requires a simple majority, but a special 
resolution requires a three-fourths majority 
of the Members present and voting. Now 
this in itself greatly enhances the position 
of the shareholders. Clause 217 which deals 
with the Board's report will enable the 
shareholder to get much more information 
than he can at present get. In addition to the 
information that he got formerly, i.e., the 
balance sheet, the profit and loss account, 
etc., he will now get information with 
regard to changes in the nature of the com-
pany's business, and in the classes of 
business in which he has invested his , 
money. Apart from this, Sir, the Board will 
also be bound, when this Bill is passed into 
law, to give the fullest information and 
explanations in its report or in an 
addendum to that report, on every 
reservation, qualification or adverse remark 
contained in the auditor's report. But while 
the shareholder's position has thus  been  
considerably  strengthened, 

77 RSD.—2. 

I want some additional information in 
order to know whether the improvement 
is adequate. 

Clause 237 of the Bill states that the 
Government may order an enquiry into 
the affairs of a company, if it is satisfied 
that it has not given full information with 
regard to its working to its Members. 
Now the information that has to be 
statutorily given by the company has been 
referred to in clause 217 and in Schedule 
VI contained in the Bill. Now, does clause 
237 refer only to the information which 
has to be statutorily supplied, or does it 
give the shareholders a right to get 
additional information, provided it is 
information of a character that they may 
reasonably expect to be furnished with? 
This provision, Sir, is modelled on the 
corresponding provision in the English 
Companies Act of 1948. But neither the 
English Companies Act, nor our Bill 
enables us to know what the provision in 
our Bill, which I have referred to, means. 
If it only means that this statutory 
information must be supplied or else the 
company concerned will run the risk of 
having its affairs investigated by the 
Government, that is not an affair of any 
great consequence but if it entitles the 
shareholder to get information additional 
to that with which he is bound to be 
supplied in order better to understand the 
company's position, then I say that the 
right indirectly conferred on the 
shareholder by this clause is a very 
important one. I want that the shareholder 
should be enabled to ask the Board of 
directors of his company for information 
in addition to that with which he is to be 
statutorily supplied. There is one other 
point on which I would like to have 
information. Clauses 217 and 219 state 
what information should be supplied to 
the shareholders before the annual general 
meeting. There it is said and also, I think, 
in clause 222 that the fullest information 
shall be given with regard to the 
company's affairs, its profit and loss 
account and so on. Now, does this mean 
that the shareholder will have before him 
the 



3809 Companies [ RAJYA SABHA ] Bill, 1955 3810 
[Shri H, N. Kunzru.] information that is 

given in an explanatory memorandum 
attached to a budget or not? If it is only 
information of a general kind, then I think 
that it should be laid down that there 
should be a detailed explanatory 
memorandum attached to the company's 
accounts when they are sent to the 
shareholders. If the present language of 
the clauses is sufficient for this purpose, 
no change need be made, but I am not 
sure that the clauses that I have referred to 
will enable the shareholder to get 
adequate information. I lay, therefore, 
great stress on every shareholder being 
furnished with a detailed explanatory 
memorandum so that he may easily 
understand what is contained in the 
balance sheet and the profit and loss 
account. According to Schedule VI, very 
detailed inlormation is to be supplied, but 
I am sure the Finance Minister knows that 
in spite of every information supplied in 
the budget, it is not easy for hon. 
Members to understand it. If this is the 
position in which the legislators are 
placed, consider how difficult is the 
position of the ordinary shareholder who 
wants to understand the financial position 
of his company. 

Now, I shall come to the special 
Department that is to be created for the 
purpose of administering the provisions 
of the Bill before us. The Bill leaves wide 
discretionary powers in the hands of the 
Government. When I read some of the 
provisions of the Bill relating to this, I 
felt extremely uneasy. The power that the 
Government will exercise will be 
enormous, probably more than what the 
Board of Trade exercises in England. 
From this point of view I do not feel at all 
certain whether the Select Committee 
would not have been wiser in following 
the general policy of the Company Law 
Committee and not making the provisions 
too strict. For, they create a temptation to 
violate the Act and to create other 
complications to which I shall refer. In 
the creation of this Department, two 
things will have to be  kept in view.    
Undue rigidity in 

the administration of the Act or undue 
delay in the disposal of cases should be 
avoided as far as possible. The only 
excuse for giving such powers to the 
Central Government and not to a 
statutory authority is that the 
administration of the Department, it is 
claimed, will be more flexible. If it is to 
be more flexible, then it is obvious that 
no rigid pattern can be followed. Again, 
if the private sector is to play the part 
expected of it by Government in 
connection with the Second Five Year 
Plan, it is necessary that matters referred 
to the Department should be quickly dis-
posed of. Considering the delay that takes 
place when references are made to 
Government Departments at present, the 
suspicion, the fear, that exists with regard 
to the delay that may take place in the 
disposal of cases does not seem to me to 
be unreal. I think Government will do 
well to take note of it and to deal with the 
matter as a major problem. 

Another question that I would like to 
refer to is the need for staffing the 
Department very carefully and having an 
adequate number of senior officers as the 
powers of the Central authority i.e., the 
Central Department, will be vast and it 
will be wooed every day alike by the 
shareholders and by businessmen. 
Temptations may be placed in the way of 
the officers which they may be unable to 
get over. The danger of corruption in 
such a Department is very serious. There 
have been complaints already in regard to 
delay and other matters in connection 
with other questions, for instance, the 
issue of the import and export licences 
and in regard to other matters. The 
creation of a Government Department is 
no guarantee either of efficiency or of 
honesty. These things have to be borne in 
mind and adequate action has to be taken 
in order to ensure them. I have no doubt 
that the senior officers will resist the 
temptation that may be placed in their 
way, but they will not be the only persons 
connected with the       administration      
of     the     law. 
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There will be junior officers under them. 
They will also have subordinate staff 
under them. There will be inspectors who 
also, being human beings, can be 
corrupted. It is, therefore, necessary that 
expenditure should not be stinted in 
staffing the Department. There must be a 
good proportion of senior officers, of 
meritorious senior officers, of officers in 
whom the Finance Ministry has full 
confidence, to carry on the work of this 
Department. I regret, Sir, that the 
Government should have such < large 
powers. But if the assumption of such 
powers is unavoidable, then the greatest 
care must be taken to see that the salt 
which is to salt other things does not lose 
its flavour. 

There is one other thing which I should 
like to mention in connection with this 
Central Department which will administer 
the law. The Indian Law Committee, in 
considering this matter envisaged two 
possibilities, i.e., the creation of a Central 
statutory authority or the creation of a 
Central Department. Its preference was 
for a Central statutory authority. But in 
referring to the Central Department itself 
it has said that the related institutions, for 
example, the banks, insurance companies, 
stock exchanges, etc. should, if necessary, 
be transferred to this Department—to the 
Central Department. I think, Sir, that 
there is intimate connection between 
these organisations and joint stock 
companies. These institutions are lending 
institutions, and the joint stock companies 
are, if I may say so, spending institutions. 
The connection between them is, 
therefore, close. It seems to me, therefore, 
that the case for entrusting the 
supervision of these institutions to the 
Central Department is strong. i know that 
both these, the insurance companies and 
the banks, are under the ultimate control 
of the Finance Ministry. It may, therefore, 
be said that the Finance Minister will be 
able to provide the necessary co-
ordination of policies. But after all, the 
Finance Minister    too    will need advice.      
He 

cannot examine details; I mean he cannot 
look into the details himself. And the 
Central Department will provide him not 
merely with expert advice but with co-
ordinated advice, with advice that is the 
result of a common policy in connection 
with the joint stock companies, and the 
insurance and banking institutions. I say 
nothing, Sir, about the stock exchanges, 
because according to what the Finance 
Minister has said, a law will have to be 
passed to deal with them. 

I think various duties  will have  to be 
discharged  by the Centr 

 al Department.        But    I    suggest    
that    they should    be    burdened    with   
another duty    also,     in    the    interest    
of the shareholders.      I     think    the  
Department    should    consider    two    
things. First—what  are the  means  by  
which internal  control of  all companies  
can be   strengthened?       Second—what  
are the means by which the shareholders 
may    be    provided      with    adequate 
information, that is information which will  
enable them  to  take  a comparative  view 
of the  working at least  of the   more   
important  joint   stock   concerns    in    
the    country?      The    first matter,   
namely  that   of  strengthening internal    
control    can    be    dealt with only       if       
the       shareholders      are encouraged    
to     organise    themselves into  
shareholders'   associations.     Such 
organisations  exist    in    a  number  of 
places,   but   only  the   Bombay  Share-
holders'  Association  is   well-known   in 
the country.      But    I    am    not    sure 
that    every    State    which    has    joint 
stock     companies     has     shareholders' 
associations of its own.      I think, Sir, 
that     special     attention     should    be 
devoted to this matter by the Central 
Department.        Every    encouragement 
should  be  given    to  the  shareholders to  
establish  their  own  institutions  so that 
they   may have some   people at their 
disposal  who      will   be able to explain 
to them and who will enable them to 
understand properly the information that 
they get from their companies. 

The    second     point,    namely,    the 
provision     of   information   which   will 
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shareholders to take a comparative view 
of the work of the joint stock concerns in 
the country, can be dealt with only by a 
publication that the Central Department 
should undertake. It is required, under 
clauses 638 and 639, to submit annual 
reports on the working of each 
Government concern and these reports 
are to be laid before both Houses of 
Parliament. But 1 suggest that this 
Central Department should also consider 
whether it cannot usefully bring out a 
publication, giving information of the 
kind that I have already referred to. 

Lastly, Sir, I would refer to the part that 
the Indian Press has to play in diffusing 
information in regard to financial and 
economic matters in this country. While 
in other countries, particularly in the 
more advanced Western countries, a great 
deal of information with regard to the 
working of industrial concerns and 
business concerns generally is provided 
by the Press, in India, such information is 
supplied by a very, very small Section of 
the Press. But as our plans for economic 
development of our country proceed, the 
need for a proper diffusion of information 
with regard to joint stock concerns and 
other business matters will be felt more 
and more. Its adequate provision will 
become a matter of much greater 
importance than it is now. While 
Government themselves have a 
responsibility to discharge in this 
connection, I appeal to the Press to 
recognise the great responsibilities that 
the development of the country will place 
on its shoulders for giving adequate and 
accurate information to the public about 
the institutions that have an important 
bearing on the industrial and economic 
progress of our country, 

SHRI B. C. GHOSE (West Bengal): It 
is inevitable, Sir, that our observations, 
particularly in view of the limited time at 
our disposal, would be focussed    on 
points    of    disagree- 

ment.      That does not mean that we are  
not  in  agreement  with  many  of the  
provisions    of    this  Bill.      As    a matter     
of     fa 
 ct,     this    Bill    is     an improvement,      
in      a      very    large measure,     on     the   
existing   Company Law.      If it is 
properly administered, there   is   every 
reason   to   hope    that company 
management will improve in future.      The 
provisions  in regard to company formation  
and floatation  are very wholesome    and    
should prevent fraud   and   also   give 
needed  protection    to    unwary    
investors.      It    is said   that    one    of    
the reasons why companies have been 
functioning more properly  in   a   country  
like   Germany is   that   the   company   
Law   there   in regard to formation and 
floatation has been  very   stringent.       
There   are   in Germany  other  provisions    
also;  viz., the appointment of two boards.    
One is the Board of Management and the 
other    is    a Council of Supervision— 
Vorstand and Aufsichtrat.      I am not quite   
sure   if   these   institutions    are feasible    
in    our    country    and   also whether    
their    working    has    really been  
absolutely  satisfactory    even   in 
Germany.      The provisions in the Bill 
relating   to   liquidation   procedure   are 
also  very  wholesome.      If  I   were to 
support    the institution    of managing 
agents, which I do not, I would have said    
that    this   Bill   contains   many 
provisions  which  will  plug  the   loop-
holes through which abuses had crept in.       
Admittedly,   Sir,   this   Bill  is    a very 
complicated    and    also    a    very 
controversial    measure.        Differences of 
opinion    are    there  naturally.      A good  
deal  of labour and thought lies behind  this   
Bill.      The   Joint   Select Committee.       
I    might    say    without indulging in self-
congratulation, had a very arduous    task    
and    it laboured conscientiously.      The 
Committee was extremely   fortunate   in   
its   Chairman and also in the Minister who 
happens J   to be in charge of the Bill.      I 
must pay my tribute to  both these  gentle-
men    for    their   infinite patience and 
also,    if    I    might,    to    the    Finance 
Minister    for    his    tact    in  resolving 
many difficult problems. 

[MR. DEPUTY CHAIRMAN in the Chair.] 
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In spite of differences in attitudes and 

approaches—there have been real and 
sharp differences—and taking into 
consideration those differences and 
making allowances for them I am 
prepared to say that the Finance Minister 
had approached all questions with an 
open mind. At this stage I should like to 
confine my observations to only a few 
main topics leaving for a later stage 
discussion on minor details. The main 
questions are with regard to the 
managing agency system, particularly 
about its future, and incidentally also 
about the position of secretaries and 
treasurers; secondly, the question of the 
method of election of directors—whether 
cumulative voting would have been 
preferable or not; thirdly, the question of 
the establishment of a suitable machinery 
for the administration of the Company 
law—whether it would not have been 
more desirable to have  a  statutory 
authority. 

Coming to the question of the 
managing agency system, I do not 
want to argue the merits or the 
demerits of the system; that has been 
dealt with at very great length. I 
am prepared to concede that the 
managing agency system has played 
a very vital role in the industrial 
development of this country; that is 
a historical fact which should not be 
denied. Still,     it     is    rather    an 
interesting question to ask whether, if 
conditions had been different, we would 
have had this system established in our 
country and whether it was not a fact that 
foreigners took the initiative in the 
industrial development of the country 
and, therefore, in establishing industries 
they asked for special privileges and 
special safeguards. It is a fact that in no 
other country do we find a similar 
institution existing for the management 
of companies. There have been certain 
recent developments, I am aware, which 
probably approximate to this system to a 
certain extent. It is said, for example, that 
the Witwatersrand group system of 
management and control of mining 
concerns    in    South Africa resembles 

the managing agency system. The 
Holding Companies of America also 
have certain features which resemble 
those of the managing agency system. 
Still, there are important differences. The 
main difference is this that the managing 
agents in our country constitute a 
combination of managerial and financial 
functions whereas, in other countries, the 
managerial people are concerned only or 
primarily with the function of 
management. 

Before I come to a discussion of the 
managerial system, I may draw your 
attention to a matter. I would like to 
draw your attention to what 1 consider 
rather an intriguing part played by my 
hon. friend Prof. Ranga. I refer to his 
eloquent support for the managing 
agency system at least for the present. 

PROF. G. RANGA (Andhra): As it 
comes out of the Joint Select Committee 
of which both of us were 
Members. 

SHRI B. C. GHOSE: Yes, but we have 
a difference of opinion on this issue. 

PROF. G. RANGA: Both of us took the 
same view but that was defeated. 

SHRI B. C. GHOSE: There is a minute 
of dissent appended by us t^ the Joint 
Select Committee's Report. Why I was 
surprised was because Prof. Ranga used 
to hold a different opinion not so very 
long ago. Of course, the hon. Member is 
entitled to change his opinions at his will 
anl also his affiliations but I would likt to 
place before you certain facts. 

PROF G. RANGA: I have not changed 
my view at all. I woulc like the managing 
agency system to go, but, then, today we 
are not in a position to get rid of it. 

SHRI B. C. GHOSE: I would now* 
draw your attention to certain facts. In 
November 1947, the A.I.C.C. se4. up a 
high-powered committee and I find that 
Prof.  Ranga was  a member 
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of the committee. The other members   
were: 

Pandit  Jawaharlal  Nehru. 
Maulana  Abul  Kalam Azad. Shri 
Jai Prakash Narain. Shri Gulzarilal  
Nanda. Shri J.   C.   Kumarappa. 
Shri Achyut Patwardhan. Shri 
Shankarrao Deo. 

PROF. G. RANGA: And the Chairman 
was Pandit Jawaharlal Nehru. 

SHRI B. C. GHOSE: The name of the 
Chairman is not mentioned here. That 
committee drafted the economic 
programme of the Congress, IX regard to 
the managing agencv system, this is what 
the committee had stated: 

"In private industries anv existing 
system of managing agency should be 
abolished as early as  possible.'' 

Now, I am quite sure that my friend Prof. 
Ranga would like to take his defence 
under the garb of these words "a; early as 
possible'. He surely said that the time had 
not then come. But this was in 1948. This 
economic programme of the Congress 
was moved for its adoption at the 
A.I.C.C. in Bombay on April 24, 1948 by 
Shri Shankarrao Deo and was supported 
by my friend Prof. Ranga, which 
included this item that the managing 
agency system should be abolished. 

SHRI H. C. DASAPPA (Mysore): "As 
early as possible". 

SHRI  B.   C.  GHOSE: "As  early  as 
possible", of course.   It was 1948 and 
this is 1955, and still this is not 
possible. 

Now, Sir, there is a very important 
question when we are discussing these 
issues. I believe we should be aware of 
certain objectives which we want to be 
fulfilled by the enactment of this 
measure; and the first objective 

is, of course, the protection of the interest 
of the shareholders, particularly 
protecting the minority against any 
oppression by the majority. But another 
equally important objective— and I 
believe the Finance Minister will also 
agree with me—is to achieve certain 
social ends, namely, the prevention of 
concentration of economic power. It is 
because of this second objective that we 
have been impelled to do certain things. 

I am sure that it might be stated that the 
zamindars and the princes were also 
subserving certain useful functions. They 
were not merely exploiters—they were 
exploiters—but at the same time they 
were discharging certain functions. It 
might have been argued that, instead of 
ending that system, we should have tried 
to mend it. But their continuance clashed 
with certain principles which we held very 
dear and we settled that they should go 
and we took certain calculated risks. The 
qgi^stion is as to whether the same 
principle should not apply in the case of 
the managing agency system. It is said 
that this will give a very rude shock to 
private enterprise. I shall come to that 
question presently, but I want to say here 
this that recently this Parliament has 
passed many measures which had 
admittedly given a rude shock to private 
capitalists, for example, the fourth 
Constitution amendment, the 
nationalisation of the Imperial Bank of 
India. But even so Government have gone 
on with those measures. Knowing that 
they might have certain adverse effects, 
they have taken certain calculated risks; 
and I say, Sir, that in pursuance of the 
objective which we have put forward, it 
would have been more honest to take 
measures immediately for the abolition of 
the managing agency system. I said, Sir, 
'to take measures immediately'—not to 
abolish the system immediately. But we 
should be clear in our mind as to whether 
we want the system to continue for ever or 
not. And here, Sir, I must saty that I am 
rather sorry that in the speech delivered    
by the    Finance    Minister 
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there is no clear indication as to what the 
attitude of the Government is with regard 
to the future of the managing agency 
system. I have read the pamphlet which 
has been circulated to us. I must confess 
that his pronouncements on this issue 
appear to me to he delightfully vague, 
sometimes confusing and, if I may say 
so, even exasperatingly tantalising. Why 
I say this, Sir, I shall tell you presently. 

Now, what are his observations in 
regard to the managing agency system? I 
said, Sir, that I was not entering into a 
discussion of the merits or the demerits 
of the managing agency system. I said, 
Sir, taking into consideration the fact that 
it has admittedly contributed to the 
industrial development of the country, 
taking into consideration also the fact 
that there have been abuses, in view of 
certain social ends which we have set 
before ourselves, we consider that this 
system should be ended. 

PROF. G. RANGA:   Hear, hear. 

SHKI B. C. GHOSE: Now, Sir, if I may 
quote to you the observations of the 
Finance Minister on this point, this is 
what he says on page 21 of this 
pamphlet: 

"What I meant was, if they find a 
long catalogue of evils, shall we say, 
being traced to managing agents, they 
should consider whether the same evils 
would not have flowed even if there 
had been no managing agents. That is 
to say, there are certain forms of abuse 
which could in the same circumstances 
have been practised even by Boards of 
directors or by secretaries and 
treasurers under any other form of 
management." 

I entirely agree with the Finance 
Minister. I do not say that the abuses 
attach only to the managing agents. 
Companies where we have only directors 
or managing directors have functioned in 
a manner which is extremely 
reprehensible.    There have 

been no managing agents in banks, but 
we know of banks in West Bengal and 
the way that they have functioned. But 
that is not the point at issue. We know 
that if companies have to exist, they must 
be managed and we have to choose 
between lesser evils. We feel that the 
managing agency system is a larger evil 
and. therefore, we have to prevent 
managing agents from flourishing and 
we have gradually to initiate measures so 
that the system may be ended. 

Then the Finance Minister says on 
page  22: 

"Members of this House may come 
to an objective judgment in regard to 
the possible utility of continuing for 
some time an amended form of the 
managing agency system." 

Now, this is an observation with which 
I am also in entire agreement provided 
he sticks to the implications of his 
observation, namely, "of continuing for 
some time an amended form of the 
managing agency system." That means 
that the ultimate objective is to end it. 
But then he says on page 23: 

"There is no reason why we should 
not continue to take advantage of their 
services on our terms and not on 
theirs." 

Now, I can agree and can visualize a 
situation where, if we think that the 
managing agency system is really a good 
system, we should continue to take 
advantage of their services on our terms. 
That was the recommendation of the 
Bhabha Committee. But do we stick to 
what had been stated by the Bhabha 
Committee? And the Finance Minister 
goes on to say: 

"There is no reason why, with the 
necessary curbs against malpractices, 
the community should be deprived, as 
long as we like, of the services of 
experienced people." 

I   cannot   agree   with  the   words   "as 
long as we like".   But every sentence 
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certain other observations and statements 
that we do not know where we stand. I 
want to be clear in my mind that 
although we do not want the managing 
agency system to be ended immediately 
but that we want that it should go at some 
future date and that we should be 
preparing for that eventuality. 

PROF. G. RANGA: On a matter of 
personal explanation, that is exactly the 
stand that I have taken—only in different 
words; I made it perfectly clear. 

(Interruption.) 

I have read it again this morning. I 
have made perfectly clear in the first 
three sentences that even in the Joint 
Select Committee I was opposed to this 
system. And I am opposed to it now. I 
even requested the Finance Minister to 
see that it should not be introduced, it 
should not be continued in the new 
enterprises that were to be brought into 
existence. 

SHRI B. C. GHOSE: That is very good.   
Then there  is no difference. 

PROF. G. RANGA:  There was. 

THE MINISTER FOR FINANCE (SHRI 
C. D. DESHMUKH): If it is continued, it 
will be for the furtherance of national 
interests. 

SHRI B. C. GHOSE: That means, I 
believe, what the Finance Minister has 
stated  on  page 31  of this pamphlet: 

"If after investigating all the 
circumstances of an industry and, as 
has been suggested, with the advice of 
the advisory commission, they come to 
the conclusion that it is no longer 
necessary in a particular industry to 
have this peculiar system of 
management, in that case Government 
has power to declare that there shall be 
no more managing agency in that 
industry. But by inference it follows 
that in the other industries where after 
investigation you find that there is 
room for promotional    effort    or    for    
financing 

activities, you should not discard a 
method which has been found to be 
useful and for which you expect some 
use in the future." 
I believe it is the position of the 

Finance Minister that the managing 
agency system—not that I agree with 
that standpoint—if it is found that 
there is room for promotional effort 
or for financing activities, might be 
continued; otherwise it might be ended 
and, Sir .....  

KAZI KARIMUDDIN (Madhya Pra-
desh) : What do you say? 

SHRI B. C. GHOSE: I will come to 
another observation on page 71 of this 
pamphlet, where the Finance Minister 
says: 

"On the other hand, as I made it 
clear, there is no present judgment at 
the moment" 

—'at the moment' is    a    very    good' 
qualifying phrase— 

"that it is our definite intention 
steadily and systematically to abolish 
managing agencies." 

That is my quarrel. There is no definite 
intention steadily and systematically to 
abolish managing agencies. I join issue 
with the Finance Minister on this 
particular point, for I take my stand on the 
recommendations of the Joint Select 
Committee with which, I believe, the 
Finance Minister is in agreement. What is 
the scheme of the Joint Select Committee 
in regard to the managing agencies? I say, 
Sir, that it is described in clauses 324 and 
326. If our standpoint was that the 
managing agency system has its utility—
which I do not doubt—and that it should 
be our endeavour to preserve it ridding it 
of its deficiencies, then the straight-
forward course would have been to accept 
the Bhabha Committee recommendations. 
That was the honest and straightforward 
course but the Joint Select Committee did 
not do that. It introduced a new clause, 
clause 324, where it says that under 
certain conditions  managing    agencies    
may be 
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ended.   Now,  if   managing    agencies 
may  be  ended  under  certain  conditions, 
the implication is that this is a system 
which we do   not want    but which we 
find we cannot as yet discard and    
therefore—this is not    my standpoint; I 
am only interpreting the point    of view of      
those who have recommended this scheme 
of the Joint Select Committee—it appears 
to me to be     this.    If  we  could    
discard    the managing    agency  system    
today we would    have done it    but    the   
fact remains that we have a Plan in our 
hand, that we want capital from the private 
sector and  that we fear that with the 
discontinuance of this system there would 
be deficiencies in capital formation  in that   
sector.   Therefore, so long   as    
managing    agents    have some utility in 
respect of promotional and  financing 
activities,  we shall let it continue.   If  that 
is  so,  then if I may give a very blunt 
analogy, I may say that in the scheme of 
the Joint Select Committee the position of 
the musketeers—as my friend would say, 
sitting on that bench—may be likened to    
that of    a    pig which    is    being 
encouraged  and  given  every   induce-
ment    to    fatten    but    only    to    be 
slaughtered    when    the    process    of 
fattening has been completed. 

SHRI V. K. DHAGE (Hyderabad): 
That is what Shanker has said also. 

SHRI B. C. GHOSE: I want to know 
from the Finance Minister definitely 
whether he agrees with this reading of 
the meaning of the recommendations  of  
the  Joint Select Committee. 

SHRI C. D. DESHMUKH: I do not like 
to use these analogies very much where 
they are misunderstood. But it will be a 
selective process, whatever you may call 
it, elimination or whatever term you may 
use. If we find that in certain industries 
they are no longer necessary then they 
will be done away with. 

SHRI B. C. GHOSE: If that is the 
position I can appreciate that but the 
pronouncements .....  

SHRI V. K. DHAGE: The fattening 
part of it has not been dealt with by him. 

SHRI B. C. GHOSE:............. have been 
so confusing that they gave different 
impressions. I was reading "Commerce" 
which felt very happy that the Finance 
Minister was not at least for some period 
of time going to do anything with the 
managing agency system. That is the 
impression which he has given and 
probably he has given that advisedly. 

SHRI C. D. DESHMUKH: I am sorry to 
intervene again, but it is a matter of time 
element. As I said yesterday, after the Act 
comes into force it will be about a little 
over four years; three years' notice has to 
be given in any case, and we have also 
undertaken to make very careful 
investigation of the circumstances of an 
industry before we notify it. Even if we 
start at this very minute—we cannot start 
now; we must start only after the Act 
comes into force and that may take a year 
or so—then we have to come to certain 
conclusions in regard to an industry or 
two industries or three industries and then 
three years' notice will be given and by 
that time it will be August 1960. 

SHRI B. C. GHOSE: I agree. I do 
not quarrel with the Finance Minister 
on that issue when we have clearly 
in our mind that our ultimate objec 
tive is to abolish it for whatever 
reason, for the reason, say, that we 
want certain social objectives to be 
achieved.....  

SHRI C. D. DESHMUKH: That is the 
trouble. One tries to generalize it in a 
very simple formula that our intention is 
or is not to abolish the managing agency 
system. As one speaker pointed out, you 
are not dealing with the same identity; it 
is something different; it is changing and 
under the Act, as one hopes it will be 
passed, you will be dealing with 
something quite different. You do not 
know quite what it is. We have got the 
power to ourselves to examine all  these.    
We know what the main 
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we shall apply them as diligently as we 
may and then come to conclusions. If 
there are certain industries or certain 
enterprises in which we feel that pro-
motional and financing activities had 
better be encouraged and that the best 
way of doing that is the reformed 
managing agency, then we shall take a 
decision to continue it. Again, that does 
not mean that it will last for another 
century. 

SHRI B. C. GHOSE: That was exactly 
what I was saying. If I have understood 
the Finance Minister rightly, what he 
means is that if an industry has been fully 
developed and there is no necessity for 
further promotional activity in that 
industry, then such an industry would be a 
fit case to come within the scope of clause 
324. That means that as industries become 
developed and supply the needs of the 
country—if I might give the example of 
the iron and steel industry—not for that 
reason but because of the fact that all 
promotional activities are now centered in 
the hands of the Government; then it 
cannot be logically argued that there is 
any necessity for any further promotional 
activity in the private sector in that 
industry. I am not saying that the 
Government will come to that decision 
but it might be argued that it would be a 
fit case of an industry where the 
managing agency should be ended. If that 
is so, I have no very great quarrel with the 
Finance Minister excepting that we feel 
that it should be made clear and a definite 
time limit should have been set for this 
reason that if you allow managing agents 
to be under the impression that under 
certain conditions they may continue for 
any length of time, then there would be 
some vested interests created and it would 
be difficult to end the system. That is the 
only difference I find now between 
myself and the Finance Minister. 

KAZI KARIMUDDIN:    There is   no 
difference at all. 

SHRI B. C. GHOSE: There is a differ-
ence. Sir, I shall not continue further on 
this question of managing agents. 

I now come to the question of 
remuneration. There was only one 
point about ending" managing agencies 
and the reactions of that on capital 
formation. Now, on that the statistics 
are not very helpful. The Finance 
Minister stated that at present they 
were responsible for capital to the 
extent of Rs. 50 or Rs. 60 crores. It 
may be Rs. 100 crores; it may be 
Rs. 50 crores; but taking loans and 
share capital together ........  

SHRI C. D. DESHMUKH: I said Rs. 50 
or Rs. 60 crores judging from the figures 
which are yielded by the sample. It is 
only an estimate. Secondly, it is the total 
of loans given or loans guaranteed; it 
does not include the direct investment of 
managing agents in the companies which 
they are managing; nor does it include 
the investment of their associates  or  any  
others. 

SHRI B. C. GHOSE: That was the 
point, I believe, which was made by Mr. 
Somani in the other House, but this 
figure of Rs. 50 or Rs. 60 crores includes 
loans and the share capital contributed by 
the managing agents themselves. 

SHRI C. D. DESHMUKH: Loans given 
and loans guaranteed. 

SHRI B. C. GHOSE: I thought about 
Rs. 13 crores was the share capital ot the   
1,720 companies. 

SHRI C. D. DESHMUKH: About 1« 
Dr so. Rs. 10 crores was loans given 
and Rs. 7 or Rs. 8 crores was loans 
guaranteed but it does not include the 
?apital contributed ...... 

SHRI B. C. GHOSE: By the manag-ng 
agents themselves? 

SHRI C. D. DESHMUKH: Or by heir 
associates. 

SHRI B. C. GHOSE: Even this figure if 
Rs. 50 or Rs. 60 crores, the Finance 
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Minister contended, was a substantial 
figure which the managing agents have 
contributed and which could not be 
provided by institutions like the 
Industrial Finance Corporation and such 
other  institutions. 

SHRI C. D. DESHMUKH: Those are 
only concerned with loans. 

SHRI B. C. GHOSE: The Finance 
Minister agreed that even if there were no 
contributions by managing agents, these 
loans would not be forthcoming. 
Therefore, we cannot say that the share 
capital which is now being contributed 
by the managing agents would not be 
coming in the investment market if there 
were no managing agency system. A 
portion of it might not; a very large 
portion would find its way in any case. 
Therefore, we cannot say that all the 
money that is now being contributed by 
the managing agents either in the form of 
share capital or by way of loans or 
guarantee of loans would be withheld or 
would not be forthcoming in the absence 
of the managing agency system. That 
should be clear. 

Now, Sir, coming to the question of 
remuneration, we suggested seven and a 
half per cent. That was not a doctrinaire 
suggestion. You have to realise that this 
percentage of corn-mission has to be 
linked up ..with the minimum provided in 
the Bill. That means fifty thousand 
rupees. Now, I believe it was yesterday 
that my hon. friend, Shri Parikh said that 
only 775 companies were making a rjrofit 
of more than five lakhs rupees and, 
therefore, the question of any com-
mission which would be in excess of the 
minimum would be relevant only in the 
case of 775 companies out of 30,000 
companies. All the other companies will 
have to rely on the minimum that is 
provided in the Bill, because the 
commission that they will earn will not 
be equal to the minimum provided in the 
Bill. And we felt that when we have 
placed a limit of fifty thousand rupees, 
for companies earning more than that, 
seven and a 

half per cent, would not be very unfair. If 
he makes it seven and a hall per cent., 
instead of 775 companies— companies 
earning more than five lakhs profit—it 
might be affecting only about five 
hundred companies or so; I do not know 
because those figures are not available in 
any statistics. Therefore, we felt that this 
suggestion of ours was not unfair. It will 
affect only a small number of companies 
and it will have some effect in preventing 
concentration of wealth. I am aware that 
it is not the purpose of the Companies 
Bill to prevent that, but if we could 
incidentally do it, there is no harm. The 
Finance Minister has other measures, 
taxation measures, to bring about that 
objective, but there would have been no 
harm because we have reduced the 
commission. We have brought it down to 
10 per cent, and overall 11 per cent., 
whereas formerly it could have been 
anything. The Finance Minister has 
calculated that it worked out to 14 per 
cent, before and now it may come down 
to 8 per cent, on the average. Probably, it 
may go down to 6 per cent, if we adopt 
seven and a half per cent. And he himself 
stated that the Sindri experience was only 
1 per cent, for management expenses. 
That will leave a margin of 5 to 6 per 
cent, to the managing agents for their 
labours. Sir, here I want some 
clarification of certain points. The 
remuneration of managing agents is 
provided for in clauses 198, 348 and 352. 
Now, in clause 198 an amendment has 
been made in the Lok Sabha. I do not 
understand why it was necessary in view 
of clause 352 where Government were 
given power to increase the remuneration 
of managing agents. The powers given in 
clause 352 refer both to the minimum as 
also to the percentage of commission 
allowed to them. And there war- power 
already available under clause 352, which 
says: 

"Additional remuneration in excess 
of the limits specified in sections 198 
and 348 may be paid to the managing 
agent if, and only if, such remuneration 
is    sanctioned 
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resolution of the company    and    is    
approved    by    the Central 
Government as being in the public 
interest." 

That was a more stringent regulation. 
Now, for a higher remuneration to be 
received, there would be no necessity 
of a special resolution. The Govern 
ment in their discretion may allow 
the management to have a higher 
remuneration. That I thought was 
not so good as was the original clause 
provided in the Bill ..........  

SHRI SHRIYANS PRASAD JAIN 
(Bombay): May I explain this? As far as I 
understand, so far as this clause is 
concerned, it relates to the percentage of 
the commission. If the Government 
wants to pay more than 10 per cent., not 
for all time, but for any particular year, or 
for two years, that will be covered by 
clause 352. 

SHRI B. C. GHOSE: Clause 196 
refers both to commission and mini 
mum remuneration.......  

THE MINISTER FOR REVENUE AND 
CIVIL EXPENDITURE (SHRI M. C. 
SHAH) : The proviso is with regard to the 
monthly payment, that is salary to be 
paid. 

SHRI B. C. GHOSE: What I wanted to 
know was whether 352 is debarring the 
Government from paying a higher 
•monthly remuneration. 

SHRI M. C. SHAH:  Yes. 

SHRI B. C. GHOSE: I should have 
thought that clause 198 referred both to 
minimum remuneration and to 
commission. 

SHRI M. C. SHAH: If you read the 
proviso to clause 198 that will make the 
position clear. 

SHRI B. C. GHOSE: I understand the 
proviso making this clear, but formerly 
there was the necessity of a special 
resolution and Government approval.    
Now, there would    be no 

necessity  of  a special resolution.    Is 
diat the intention of the Government? 

SHRI SHRIYANS PRASAD JAIN: 
That is only for that particular year. 

SHRI B. C. GHOSE: Yes, clause 352 
does not debar them from increasing the 
remuneration for a particular year—I say 
all this subject to correction—but it 
appeared to me that clause 352 provided 
for this contingency. 

And there is only one other point I 
wanted to be clear about. In clause 
198 and its proviso, I presume that it 
would refer only to minimum 
remuneration being exceeded in the 
case of whole-time directors, manag 
ing directors and the managers but 
not to managing agents..........  

SHRI M. C. SHAH:  That is right. 

SHRI C. D. DESHMUKH: It does not 
include managing agents. 

SHRI B. C. GHOSE: That is all right, 
Sir. Next, I come to the question 
about the number of companies that 
may be managed by managing agents, 
which has been reduced.........  

MR. DEPUTY CHAIRMAN: Please 
try to finish soon. 

SHRI B. C. GHOSE: Sir, I will take 
about ten minutes; otherwise I will stop 
here. I am sorry I took a longer time, I 
think. If you have any speakers I am 
quite prepared to stop here and shall say 
what I have to say when the clauses are 
taken up for consideration. 

MR. DEPUTY CHAIRMAN: There 
are sixteen speakers more. 

SHRI B. C. GHOSE: I want to say one 
or two things. I have to compress my 
observation now. I am in your hands. 

MR. DEPUTY CHAIRMAN: Please 
try to make your points. 
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this reduction of the number of 
companies to ten has not very much 
meaning to me, because if companies can 
be amalgamated, then ten or fifteen does 
not make any difference. If our object is 
prevention of concentration of economic 
power, then I feel that unless this is 
linked up with some capital figure, this 
will not serve the purpose we obviously 
have in view. 

Similarly, in the case of secretaries and 
treasurers, at one place the Finance 
Minister says that there cannot be any 
concentration of economic power so far 
as secretaries and treasurers are 
concerned because they will have no 
right to have a number of directors on the 
Board of the company. But at another 
place he is not quite so sure. If he likes, I 
can quote from both the passages, but it 
appears to me that we do not know how 
this new institution will develop. There is 
a serious danger that that might also lead 
to concentration of economic power and 
we will have to watch how there will 
develop this interlocking of managerial 
and financial functions and also 
interlocking of directorates and 
investments, a subject to which also Dr. 
Kunzru had referred. 

One other point that I want to 
clear up in this context is as to 
whether managing agents can manage 
ten companies and at the same time 
be secretaries and treasurers of any 
number of companies. If that is so, 
then certainly the concentration of 
economic power cannot be avoided. 
They can take ten companies to 
manage and then they can be secre 
taries and treasurers of any number 
of companies at the same time. After 
having gone through it, I find that the 
managing agents probably will be 
placed in a better position after this, 
because any number of companies 
they can take up as secretaries, and 
treasurers and then also manage ten 
companies and ten companies may be 
the amalgamation of any number of 
companies.    You can have ....... 

SHRI C. D. DESHMUKH: if tney are 
allowed to. 

SHRI B. C. GHOSE: But there is no 
legal bar to everything. Their functioning 
as managing agents also requires 
Government approval in each case. 

I wanted to say one thing about 
cumulative voting. Of course, when this 
proposal was mooted at the Joint Select 
Committee, I was not quite sure as to 
whether it would be good for the 
company. What we want is smooth 
working. But the more I think of it, the 
more I feel that that would be a better 
method than some of the provisions we 
have provided for safeguarding minority 
interests in clauses 399 and 408. Under 
clause 399, a hundred people can go to a 
court or one-tenth of the members 
whichever is less or members holding 
one-tenth of the capital. Under clause 
408, 200 people can approach the a 
Government. Now, would that be^better 
system than having a minority 
representation on the Board of directors 
which would have prevented all those 
other developments? Take the banking 
companies. A hundred shareholders can 
go to a court. The case may ultimately be 
dismissed. But they may come with a lot 
of complaints that the bank is being run 
improperly, there is nepotism, there is 
corruption, bribery etc.; and even though 
the court dismisses the case, being a 
credit institution, a lot of mud will 
continue to stick to it. That would not be 
a very happy situation. Now, I do not say 
that those provisions should be excluded, 
but I feel that if we had a system of 
proportional representation, then there 
would have been less danger of minority 
interests taking recourse to other 
measures. There is no reason why this 
should not work smoothly. The hon. the 
Finance Minister referred to the 
experience of America. At least in 
America there is nothing to show that it 
has led to any disharmony in the working 
of the management or the Board of 
directors. As far as we know, there has 
not been 
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development. Unless we try out the 
method, we cannot say how j far this will 
be good or bad. I have an open mind on the 
subject, but I felt that unless it is given a 
trial, wa shall not know as to whether it 
will be a better or a worse method. There is 
a fear, but that fear may not be well-
founded. 

There is another suggestion that I should 
like to make and that is that I would like to 
have a sort of periodical inspection or audit 
to be held under Government auspices, of 
all these companies. Periodical—I do not 
say annual. Under the Banking Companies 
Act, the Reserve Bank undertakes 
inspection. But there are only a thousand 
banks. Here are thirty thousand companies. 
I realise that. I believe all co-operative 
societies are audited by Government 
auditors. There are nearly two lakhs of co-
operative societies and the audit is being 
done by Government auditors. I feel that, if 
a system could be devised by which 
periodically, every three years or five 
years, all the companies, irrespective of 
whether they are good or bad, big or small, 
would be inspected by a Government staff, 
that would not only create more confidence 
but also ensure, I believe, a better 
management of the companies because the 
managers or whoever is in charge of the 
management of the companies would be 
careful not to indulge in unfair practices. I 
may conclude by saying that in the things 
that I wanted from the Finance Minister, 
there were certain points on which I should 
like to have an answer. One was about the 
attitude to the managing agents; that-has 
been clear more or less; next, whether the 
Government will consider the introduction 
of proportional representation, not 
probably at this stage, but on further , 
consideration they may agree to bring I an 
amending Bill. 

One  of  the  points  to  which I was 
trying to refer is the establishment of a 
statutory commission.   The question  i is 
whether we    can    separate    policy  i 

matters from administrative and technical 
matters. It appears that the Finance 
Minister feels that this is not possib'e. I 
do not see why it should not be possible. 
If he can separate policy matters from 
administrative and technical matters, 
policy matters should certainly always 
remain within the purview of the 
Government, but not technical and 
administrative matters. The 
administration of the Company Law 
might be left to a statutory commission. 
One advantage of it would have been that 
there would have been more confidence 
in the public mind. Whether you like it or 
not, there is a fear that money is being 
contributed to the funds of political 
parties. It may or may not be true, but 
there is a fear. Here are many gentlemen 
present who can, if they want to clarify, 
give us information on that point. But 
there is a genuine fear that these powers 
might be utilised for obtaining funds for 
political parties. If policy matters and 
technical and administrative matters can 
be differentiated, there would be no 
harm,—on the other hand, there will be 
all good in setting up a statutory 
commission. 

The last point was about the intro-
duction of a system of audit periodically, 
say every 3 or 5 years. 

I should like to know finally whether 
Government have made up their mind 
about workers' representation, with 
which proposal we are in agreement, 
although my friend on my left does not 
agree on that issue. 

SHRI M. GOVINDA REDDY 
(Mysore): Sir, I join other hon. Members 
who have appreciated the work of the 
Joint Select Committee and offer my 
congratulations to them. We are very 
thankful for the labours that the Joint 
Select Committee have put into this 
matter. They have brought out a very 
good report. I am especial'y thankful to 
the hon. the Finance Minister and his 
colleagues who have gone so thoroughly 
into the question and given us this very 
good report. 
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Sir, the Companies Bill has been I 
named by the hon. the Finance Min- i ister 
as the Nigama Chaturvimsati Chintamani. 
He says that he refers to some Prime 
Minister who advised sanskaras for all 
those who were engaged in company 
affairs from womb to tomb. 

I do not say all that. I see the womb 
here in this report. I do not see the tomb 
at all. 

SHRI SHRIYANS PRASAD JAIN: 
The liquidation is the tomb. 

SHRI M. GOVINDA REDDY: 
Liquidation is there. It is not a special 
feature of this report. 

Well, I would prefer to call this Bill as 
Chintamani Darpana. We see in this Bill 
the hand of the Finance Minister. On the 
whole, I fully agree with the 
recommendations made by the Joint 
Select Committee. In dealing with this 
Bill, the primary question that we have to 
consider is what measure of control 
should be exercised over the companies 
by the Government and what is the 
justification for that control. There are 
two aspects of this question. One is the 
improper management of company 
affairs and the other is the concentration 
of economic power in the hands of those 
who are in charge of management of 
companies. 

MR. DEPUTY CHAIRMAN: Please 
try to finish in about 20 minutes. Every    
member will    take    about 20 
minutes. 

SHRI M. GOVINDA REDDY: I will 
try to keep to the time. 

There are naturally three or four agencies 
which can control a company's affairs. One 
is the shareholders. The second is the 
administrative machinery. Next comes the 
audit and j the last is the stock and 
shareholders' organisations. As far as the 
shareholders are concerned, everybody 
knows that they will not be in a position to 
control the affairs of the company in    any 
measure.    That    is 

because a majority of the shareholders 
will have no big stakes in company's 
affairs. Their shares will be small and 
they will naturally not be able to take part 
in company's affairs. General body 
meetings are held in metropolitan cities 
at the companies registered offices which 
are far away from the shareholders' 
places and they will not be able to reach 
the palce without incurring considerable 
expense and loss of time. More than all 
this, the balance sheets P-M' and the profit 
and loss accounts of most of the 
companies are printed in English; I have 
not seen any company printing these 
profit and loss accounts and balance 
sheets in the regional languages or 
vernaculars —I have seen few, not many 
big companies; they publish their 
accounts in English and the shareholders 
are not able to make out. As hon. Pt. 
Kunzru said, it is necessary that they 
should understand and even if it is 
printed in the vernacular, it is very 
difficult for the lay shareholders to 
understand the detailed working of the 
.companies. So when the report is 
presented in English, naturally they will 
not be able to make out anything. On 
account of these circumstances, the 
shareholders are not at all in a position to 
exercise any control  over  the  
management. 

Moreover, the managing agencies or 
the directors or whoever is in charge of 
the management will have their own 
group to see that the balance sheets are 
passed without any discussion. I can 
hardly conceive of any case where a 
detailed or protz-acted discussion is held 
on either the directors' report or the 
balance sheet or profit and loss account. 
The number of shareholders seeking 
explanation is few and far between and 
there the matter ends. 

Sir. the other controlling agency is the 
administrative machinery. It has to see 
that these companies keep up to the 
statutory obligations. According to the 
Company Law there are many     
statutory     obligations     which 
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companies have to fulfil and the 
administrative machinery does see 
whether they properly function, and 
whether these statutory obligations are 
fulfilled by the management. It would go 
a long way to keep up the tone of these 
companies, at least to see that the proper 
procedure is followed and that things are 
not done contrary to procedure. They 
have to see that they do not go out of the 
articles of association or exceed the 
powers given by the articles of 
association. This is a very healthy check. 
Well, in my opinion, this administrative 
machinery can play a larger part. As the 
Finance Minister explained in his speech, 
there have been circumstances where this 
administrative machinery has not been 
very active in the past. Inspection has 
been a formal affair. The Registrar or the 
Assistant Registrar goes to the registered 
office of the company and calls for the 
books. He has no time to go through 
them in detail. According to the 
Company Law, all that he has to see is 
that proper books are maintained. He will 
tick off these registers and there the 
inspection is over. But if proper care is 
taken, if the administrative personnel is 
trained and, as Pt. Kunzru was saying, if 
they are senior officers who know the 
Company Law thoroughly, they can tone 
up the administration of the company. I 
have no doubt about that. Many of the 
evils of the managing agency system in 
the past were due to lack of this exercise 
of vigilance on the part of the 
administrative machinery. In the 
proposed new administration 
Department, I hope, proper trained 
personnel and high class officers will be 
employed whose duty it should be to 
conduct normal and routine inspections. 

The third agency of control is audit. 
According to the Company Law, the 
power of engaging auditors is given to 
the general body. Although the general 
body has this power, the power is 
exercised only by the directors    who    
engage    auditors    of 

their own choice. Well, Sir, it can be said 
that if the auditor is efficient, no 
managing agent or director can escape 
his vigilant eye and all malpractices are 
bound to be discovered. But inasmuch as 
the management would be able to have in 
the general body meeting auditors of 
their own choice, this healthy check 
would not be made use of. It would be 
very desirable to see that the Government 
keep to themselves some power, as was 
suggested by Mr. Ghose, of having a 
periodical audit, a periodical inspection. 
Such an inspection which goes into the 
accounts and transactions of the company 
would do away with a lot of 
malpractices, wherever they are. 

Sir, the administrative machinery that I 
was speaking of is now concerned, as I 
said, with only the question of seeing that 
the companies keep up to the statutory 
provisions; they will not be able to go 
into the accounts of the company or the 
transactions of the company. They 
eannot do that. It is only the auditor who 
can do that. And inasmuch as the 
company has got the choice of auditors 
what vigilance they will be able to 
exercise depends upon the kind of 
management and the influences they will 
bring to bear upon the auditors. I know of 
companies where auditors have 
sanctioned every conceivable 
malpractice. Therefore, it would be 
advisable, when the Companies Bill 
comes to be reviewed, to see that if the 
managing agency continues, some sort of 
device is made to ensure that 
Government goes into the details of the 
administration of these companies. 

The other controlling agency is a very 
minor agency, viz., the stock exchanges. 
It is these stock exchanges which confer 
on the company a status when the 
company's shares go into the market. 
Before these shares go into the jnarket 
the stock exchange has to sef its seal of 
approval. These stock exchanges require 
the companies to furnish particulars, 
which will naturally be in the nature of 
capital investment, certain other capital 
expenditure, directors and the powers 
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of the directors and so on. Therefore, in 
the very nature of things stock exchanges 
cannot be a very effective check. 

As I said, the management of the 
companies are becoming centres of 
concentration of economic power. I am 
not so much concerned about the 
mismanagement or the malpractices of 
the managing agency, because when the 
shareholders begin to become 
enlightened and their associations are 
beginning to be formed, at least some of 
the shareholders will be able to 
effectively exercise some check, if not 
all; but the main question to be con-
sidered is the question of seeing that 
economic power is not concentrated in 
the hands of a few people. We have seen 
that the managing agencies are run by big 
wealthy families. As an hon. Member on 
this side was saying, many people cannot 
find capital; only a few can find means 
for capital formation; they will have the 
power of forming companies and running 
them. And inasmuch as these companies 
deal with trade and commerce, and 
influence the production of articles of 
necessity and also inasmuch as they 
would be able to bring political pressure 
to bear on these combines, they can affect 
public welfare in a large measure. As 
such, it is very necessary to see that some 
sort of effective check in order to 
diminish this concentration of economic 
power is devised. 

"Now, Sir, in support of the managing 
agency system some arguments were 
advanced. Although I do not wish that 
there should be managing agencies, I 
realise that we have to tolerate these 
managing agencies as a necessary evil for 
some time to come, because we have not 
been able to industrialise our country. 
And with limited resources the State will 
not he able to take up these companies. 
TEven supposing we abolish the 
managing agencies today, it Would be a 
hard task for anybody to have an 
alternative arrangement. Well, for these 
various reasons, the managing agencies 
have got to be there, and they have also 
played a large part in 

forming industries and in stabilising trade 
and commerce. But by virtue of this 
power concentrating in their hands, they 
are able to affect the standard of living, 
the cost of living and the economic well-
being of the people. This is the aspect, 
Sir, to which I would like the House to 
give its consideration. We know of a firm 
in Europe which was functioning in the 
latter part of the nineteenth century and in 
the first part of the twentieth century. Sir, 
I am referring to the firm of Rothschilds. 
They were a firm of money-lenders, and 
they had such economic and political 
power concentrated in their hands that 
they were running Empires in Europe. 
Well, we have got such instances on a 
very much smaller scale during the war 
period. During the war period, when the 
Government wanted to see that there was 
adequate production of the articles of 
necessity like cloth, cement and such 
other things, these combines tried to 
come in the way of the Government, till 
at last the Government had been 
compelled to take over some of the cloth 
mills that we know of. So we can 
visualise that, if we allow economic 
power to be concentrated in the hands of 
these managing agents or these industrial 
magnates, who generally are managing 
agents, then the country's well-being will 
be affected. So, it is in the interests of the 
social well-being of the people of the 
country as a whole that the Government 
should consider exercising their power in 
order to limit the operation of this law of 
concentration of economic power. I mean 
thereby, Sir, that the managing agencies 
should be terminated as early as the 
Government is in a position to take hold 
of the industrial and the commercial   
fields   completely. 

Sir, one very strange argument was 
advanced in favour of the managing 
agencies by Mr. Parikh and by Mr. 
Agarwal, which is a very fallacious 
argument. I would just like to point out 
the fallacy of that argument. They asked: 
If the managing agents were not popular, 
how did it happen that in several 
companies capital was   
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oversubscribed? Well, Sir, capital is 
oversubscribed not necessarily because 
the managing agents manage these 
concerns honestly. The very fact that 
dividends are declared by the companies 
does not go to show that the companies 
are managed honestly. Well, it may be 
that the managing agents have their own 
way of managing these concerns and still 
leave some crumbs for the shareholders. 
So, that is not the argument which can 
give support to the managing agencies. 
We know that in many of these managing 
agency companies, dividends are really 
declared, but at the same time, their own 
profits and their earnings are increased in 
a geometrical proportion, and we see the 
managing agents two or three years after 
being appointed as such building palatial, 
houses and owning big accounts. But that 
is not a criterion to decide that simply 
because dividends are given, or simply 
because capital is oversubscribed, the 
managing agents are doing their job pro-
perly. 

Then, Sir, I would like to give some 
suggestions with regard to the holding of 
general body meetings. We have clause 
167 in the Bill which empowers the 
Central Government to hold the general 
body meeting if it has not been held 
within the statutory period. Well, Sir, by 
the time the Central Government is 
convinced that the general body meeting 
has not been held and the general body 
meeting should be held, there is so much 
of delay. It would be necessary, there-
fore, that this power to make the 
companies convene their general body 
meetings should be given to the 
Registrar, also it would be vested in the 
Central Government. 

The other point, Sir, is with regard to 
the time of opening of lists to be 
mentioned. That is to be found in item 6 
of the Schedule II, Part I. We find, Sir, 
that no time limit has been fixed. That 
means that the list can be opened 
immediately after the prospectus is 
published. Well, Sir, the shareholder will 
not be able to have an 

adequate idea of the promoters of the 
company and of the prospects that the 
company will be going to have. So it is 
necessary that the shareholders should be 
given some time lag within which they 
can ascertain certain particulars about the 
promoters of the company, and then they 
will be able to judge for themselves 
whether the company has some prospects, 
and whether it is in the hands of some 
good management or not. The Cohen 
Committee—the English Company Law 
Committee—recommended that there 
should be some time lag between the 
publication of the prospectus and the 
opening of the lists. That is a salutary 
recommendation, and I propose to send 
some amendment with regard to that. And 
I hope the Government will see the 
advisability of providing some time lag 
between the publication of the-prospectus 
and the opening of the lists, so that the 
shareholders can come to a proper 
decision. And in this case, Sir, I support 
Pandit Kunzru's view that the Press can 
play a large part. The Press now is not 
playing a large part in the matter of 
formation of joint stock companies, 
whereas in England and in U.S.A., 
whenever there is a proposal to form-a 
new company, the Press takes the' trouble 
to go into the matter, and it not only 
points out the prospects that the company 
has, but it also gives it» opinion with 
regard to the management and with regard 
to the persons who promote the company. 
Well, if there is some time lag between 
the publication of the prospectus and the 
opening of the lists, the Press will be able 
to ascertain some particulars about these 
companies, and it will be' able to advise 
those who wish to buy shares. It is not all 
people that can' get to know the status, the 
stability and the character of the 
promoters, as also the prospects. So the 
Press is; the only agency which car? 
furnish, these particulars without much; 
trouble and at little cost. 

MR. DEPUTY CHAIRMAN: How-do 
you provide for it in the Company Law? 



 

SHRI M. GOVINDA REDDY: It can 
be provided for, Sir. In the Schedule we 
have the conditions of prospectus, and 
we can say that there shall be a lapse of a 
week or so between the publication of the 
prospectus and the opening of the lists. It 
can easily be provided. 

SHRI KANHAIYALAL D. VAIDYA 
(Madhya Bharat): But the Press is being 
controlled in India by these industrialists. 

SHRI M. GOVINDA REDDY: That is 
a different matter. 

MR. DEPUTY CHAIRMAN: It is 
time. 

SHRI M. GOVINDA REDDY: Yes, Sir. 
The Cohen Committee has made a very 
good suggestion with regard to 
inspections. Power is given to the Central 
Government to appoint Inspectors where 
the shareholders represent to the Central 
Government that there is something 
wrong with a certain company, or where 
the court comes to such a decision and 
passes an order. But the Cohen 
Committee points out that in the very 
nature of this process there is much delay. 
They think that it is better that the 
Registrars—they are, of course, the 
officers of the Board of Trade—should be 
given this power, because otherwise, Sir, 
there is going to be a lot of delay. The 
shareholders will have to convince the 
Central Government that a particular 
company has failed to convene a general 
body meeting, and all that is going to take 
some time. And many of the shareholders 
would not like to take this trouble and put 
themselves to expense. And therefore, if 
the unit officer gets this power, that, I 
think, would be better. The Cohen 
Committee have also made another 
suggestion and that is with regard to the 
investment ~being disclosed in the 
balance sheet. Now, I find that there is a 
column in the schedule for balance sheet 
for disclosing of investments but then 
there must be a qualification for these 
investments. The investments must be 
described in detail.    Some sort of 

an explanatory memorandum, «s Pandit 
Kunzru suggested, could do a good deal 
in order to bring this home. There may be 
proper investments and there may be 
improper investments. How are the 
shareholders to know that the investments 
are proper and that the companies or the 
business in which these investments are 
made are in the interests of the 
shareholders? If a memorandum is added 
to the balance sheet, they will be able to 
judge for themselves. 

With regard to the provision of 
proportional representation for the 
election of directors, I would have liked it 
to be made obligatory because as I was 
explaining, and as other hon. Members 
have pointed out, shareholders, even if 
they combine in the form of associations 
or otherwise, will not be able to pit 
themselves against the management if 
they happen to differ. In almost all 
companies, it is an open secret that there 
is a vested interest that people who have 
got large stakes in the company and who 
are in charge of the management combine 
and get their own directors elected and 
this certainly goes against the interest of 
the shareholders as a whole. So if the 
shareholders as a whole have to have 
some voice and if their interest is to be 
safeguarded, it is necessary that they are 
in a position to have some directors at 
least, to voice their feelings. Now the 
bulk of the shareholders fail to have even 
one director who can represent them. If 
this clause 265 is made obligatory instead 
of being made optional, it would at least 
give a chance for shareholders to 
combine. It may be said that even 
otherwise the shareholders can combine 
and that it is open to them but even if they 
combine, the vested interests may bring a 
larger number of shareholders and then 
have their own way but if it is a method 
of election by proportional representation, 
even a small group of shareholders can 
have their choice. 

On the whole I really appreciate the 
report that has been made and I wish   
the  managing   agencies   take   a 
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this and then try to prove not only their 
business integrity and business ability but 
also their patriotism to the country. With 
these few words, I support the Bill. 

SHRI LALCHAND HIRACHAND 
DOSHI (Bombay): Sir, we have heard 
very stern criticism from the various 
Members about the managing agency 
system that is prevailing in this country. 
Members have no doubt paid grudging 
tribute to the benevolent character of that 
system or the good it has done to the 
country in the development of various 
industries or the general economic 
development in this country. But some of 
the Members who have got dogmatic 
views on the general economic aspects 
have said that they want to see that this 
system should be abolished not because it 
is good or bad but because they have got 
certain ideas and views about these 
things; and they compared the managing 
agency system to the princely order, this 
and that. I am afraid they have not clearly 
understood the functions of the managing 
agency system—how it has done good, 
how it is capable of doing good and why 
it should be continued when it is doing 
good to the country. So far as I am 
concerned, I do not care at all whether the 
managing agency system continues or it 
is dissolved. I am primarily concerned 
with the economic development of the 
country and I request the Members to 
look at this question purely from the 
economic point of view. Has the 
managing agency system contributed to 
the economic development of the country 
or not? The answer from all sides would 
be, "Yes, it has done immense good to 
the country in the past, it is capable of 
doing that good in the future but certainly 
during the war period, it has developed 
certain tendencies which have done harm 
to the various interests involved in it." 
That is a narrow view to take of the who'e 
system. If it is capable of doing good to 
the country, it would be wrong to say that 
it must be ended in 2, 3, 4 or 5 years.    If 
it is capable of 

doing good, it should continue. If it is not 
capable of doing any good, by all means, 
end it. The argument that has been put 
forward by the Shareholders' 
Association—and I believe the 
shareholders count quite a lot so far as 
companies are concerned—is that the 
managing agency system has done good 
in the past, it is capable of doing good 
and if we end it immediately, it will result 
in considerable harm to the community. 
That is an important view. What is the 
alternative to the managing system that 
has been offered,—offered not by the 
persons who have criticised the managing 
agencies, they have not offered really 
speaking, any real alternative—what is 
the alternative that we actually see in 
practice to the managing agency system? 
I feel that there are two or three 
alternatives. One is companies managed 
by the Board of directors or director-
managed companies. Another alternative 
is the co-operative societies and the third 
is Government-run companies. 
Whichever form the country adopts, I 
don't care. As long as that form serves the 
society, I am prepared to fall in line with 
it and I do expect that, instead of being 
dogmatic about certain forms, all people 
will fall in line with it. Let us examine the 
first alternative—the director-managed 
company. Has it not shown as many 
defects and more than you see or you saw 
in the managing agency-managed 
companies? Companies after companies 
can be quoted where corruption and 
nepotism were observed and the 
shareholders had to suffer considerably. 
Not a word was heard against such a 
thing. Who is a better judge to say 
whether he wants a managing agency 
company to invest his money in or a 
director-managed company? It is the 
shareholder and if he prefers the 
managing agency company to a director-
managed company, I think he must have 
complete freedom to make his choice. 
And from that point of view, the attitude 
taken by the Government in allowing the 
managing agency system to continue, to 
give it a chance to get rid of the bad 
things that had crept 
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into  it  during  this  unholy  period,  I 
think, is a wise decision. 

[THE    VICE-CHAIRMAN     (SHRI   H.   C. 
MATHUR in the Chair.] 

Unfortunately, the vocal minority have 
put too much pressure on the 
Government and the Government have 
yielded from time to time to such unholy 
pressure. 

SHRI M. C. SHAH: Government do not 
yield to any pressure. 

SHRI LALCHAND HIRACHAND 
DOSHI: They did yield to a lot of 
pressure and, particularly, to vocal 
pressure, from time to time, I cannot help 
saying that. From the time the Bill was 
introduced, from the time the various 
recommendations of the Committees 
were made till this day, up to the last 
form in which the Bill is now before the 
House,.there have been considerable 
landslides and the Government have 
yielded to various pressures. 

SHRI M. C. SHAH: Government keep 
an open mind and when Government is 
convinced that a certain action has to be 
taken, then they must take that action. 

SHRI LALCHAND HIRACHAND 
DOSHI: They say, they are convinced; 
but we know how some of the Minis 
ters had to threaten to keep out of the 
piloting of this Bill or to threaten to 
resign. Well, we know how the 
pressure was applied.   In any case ..........  

SHRI M. C. SHAH: The hon. Mem-
ber's information is wrong. 

SHRI B. C. GHOSE: The hon. Member 
is referring to their domestic quarrels. 

SHRI H. C. DASAPPA: Was it pres-
sure from one sector or from more than 
one sector? 

SHRI LALCHAND HIRACHAND 
DOSHI:   There  were   different   pr^ 

sures, but that from the more vocal 
quarters carried the day. 

SHRI BHUPESH GUPTA (West 
Bengal): Those with the cash carried the 
day. 

SHRI GOPIKRISHNA VIJAIVAR-
GIYA (Madhya Bharat): They have also 
yielded to pressure from the managing 
agents. 

SHRI LALCHAND HIRACHAND 
DOSHI: Now let us consider the form of 
co-operative societies or any other form 
of investment and production. The vote is 
not a bar there, for voting there is on a 
different basis. Money carries less 
importance. It is the individual that gets 
the vote. As Prof. Ranga suggested—and 
I think Mr. Kishen Chand also suggested 
it— the voting should be on the 
individual basis. By all means, if you 
want that sort of thing, put your money in 
those co-operative societies. Let the 
investor have complete freedom in the 
matter of investing his money, as he 
likes, in the co-operative societies or in 
the director-managed company or in a 
managing-agency managed company. 
After all, we are a democratic country 
and it is not right -to say that the investor 
should put his money only in this 
institution and not in that. Here are a 
variety of forms placed before him and 
he should have complete freedom as to 
whether he should put his money into 
this form or in that form or in the third 
form. Not only that. There is a fourth 
form too —the industries started by the 
Government. If the Government opens 
the gates, the investor can put his money 
in these Government-sponsored 
industries. But wherever the Government 
have opened the gates, unfortunately, the 
subscriber has not come forward to take 
equity capita] in such Government 
concerns. 

SHRI H. C. DASAPPA: Sir, I dispute 
that statement, for we have, as a matter of 
fact, floated a number of Government-
sponsored industries and the shares have 
been subscribed within °.4 hours. 
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DOSHI: I am speaking of the concerns 
started by the Government of India. 

SHRI H. C. DASAPPA: And what is 
more, the hon. Member knows it. 

SHRI LALCHAND HIRACHAND 
DOSHI: Well, if the people have more 
confidence in Government-sponsored 
concerns, then by all means let the 
Investor put his money into them. I 
have no quarrel with that. But the 
fundamental question that I raise 
here is, whether he is going to be 
prevented from investing his money 
as he likes simply becasue............ 

SHRI H. P. SAKSENA (Uttar Pradesh): 
Why do not the managing agents clear 
out voluntarily? 

SHRI LALCHAND HIRACHAND 
DOSHI: Sir, I refuse to yield to that 
interruption. 

Sir, it may be that a lot of managing 
agents have shown certain defects, like 
corruption, nepotism and the rest of it. 
Very well. But I have had occasion to 
hear and also to read criticisms against 
the Government-sponsored concerns, 
outside and more particularly in this 
House, from Members from this side and 
more particularly from hon. Members 
from the opposite side who are so much 
in love with nationalisation of industries 
or Government-sponsored industries. As 
such they should naturally have a soft 
comer for a Government-sponsored 
industry and they would naturally try to 
look favourably at it. 

SHRI BHUPESH GUPTA: But half a 
loaf is better than no loaf. 

SHRI LALCHAND HIRACHAND 
DOSHI: But we also know how in the 
fable, in trying to get half a loaf the dog 
lost the whole loaf. 

Well, Sir, what do we hear about these 
Government-sponsored industries? There 
is criticism of bad management, of 
nepotism, of inefficiency and what not. 
But if that is the best form of 
organisation, by all 

means let the investor who is the best 
judge of his interests, put his money into 
them. And here my hon. friend said that 
there were several industries that were 
sponsored by Government and there were 
people who wanted to put their money 
into them. Let them do it. Who prevents 
them? Let the investor have his own way. 
Simply because you want nationalisation 
of industries, you must not prevent him. 
No, not in a democracy. By all means, 
my friends can go to Russia to do this 
where they have their ideal to follow. 
They can go to Russia and follow the 
example there where democracy has been 
crushed and where you have only one 
method, namely, that of saying "yes" to 
whatever the Government does. 

SHRI B. C. GHOSE: But this is here 
being done democratically, we are 
passing the law here in Parliament. 

SHRI LALCHAND HIRACHAND 
DOSHI: There I entirely agree with my 
hon. friend. We are passing the law here. 
But you must not enforce your idea and 
tell the investor where to put his money. 
He should be allowed freedom to make 
his own choice. Give him a variety of 
methods of investments and let him make 
the choice. 

SHRI A. DHARAM DAS (Uttar 
Pradesh): When we make legislation, we 
should have complete freedom to make 
the law. The hon. Member has already 
said that the investor must have complete 
freedom to invest his money as he likes. 
Similarly, we also should have complete 
freedom when we are here as a 
legislation-making body, to prescribe the 
system that is good for those people   
who invest. 

SHRI LALCHAND HIRACHAND 
DOSHI: What a right to claim! My hon. 
friend wants to say that he is to look to 
the good of the persons who are capable 
of looking after their own interest and 
who are also, in turn, going to send my 
hon. friend to this House. If their 
judgment is good for that,  let them judge 
for themselves 
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where to invest their money. Why should 
you put a restriction on that? However, I 
have no quarrel on that score. My only 
submission is that 1 when you are judging 
one institution, please judge the alternative 
that you are offering; and if you are 
satisfied that that alternative is a better 
system, by all means you can recommend 
it, you can even enforce it, although I 
would not agree to enforcements. But rto 
some extent, you will be justified in 
enforcing it if it is found to be really good. 
But that is not the case. If you find that the 
same defects are present and present in 
greater intensity in this alternative that is 
offered, then it would be totally wrong to 
enforce it, to recommend it and to condemn 
the first alternative on that score. That is 
where the whole fundamental question 
arises as to •whether we are going to end a 
certain system which has, in the past, done 
jgood, which is capable of doing good in 
the future and which, due to certain 
circumstances, has not been able to do 
today as much good as it did in -the past. 

SHRI B. C. GHOSE: What are the 
circumstances? 

SHRI LALCHAND HIRACHAND 
DOSHI: What has been the function of 
the managing agents? I was surprised and 
pained to note the ignorance about this 
system. The managing agent, as my hon. 
friend Mr. Parikh explained, is the pivot 
round which confidence collects. He puts 
out a certain programme. 

SHRI BHUPESH GUPTA: Round 
which money collects. 

SHRI LALCHAND HIRACHAND 
DOSHI: Round which confidence and 
money collect. You may say that. I 
entirely agree. 

SHRI BHUPESH GUPTA: Ill-gotten 
money. 

SHRI LALCHAND HIRACHAND 
DOSHI: Yes, even the Rs. 200 of which 
he boasted a little while ago. 

SHRI BHUPESH GUPTA: That is 
from the Parliament. 

SHRI LALCHAND HIRACHAND 
DOSHI: The managing agent prepares 
the scheme, prepares the prospectus and 
explains what he is going to do, what the 
possibilities about achievement are, etc. 
These he places before the   public. 

KAZI KARIMUDDIN: Which nobody 
cares to read. 

SHRI LALCHAND HIRACHAND 
DOSHI: He places before the public 
these factors and stakes his little money, 
may be 5 per cent, or 10 pet cent. If he is 
a poor man, he does not stake any money 
at all. Money is there. He probably has 
certain experience about which people 
have got the confidence. He comes 
forward and says, "Look here, this is the 
scheme. This is what I think Is possible 
to achieve and if I get more money, I will 
be able to do these things. After doing all 
these, I will ask for my remuneration 
which is in the form of a percentage of 
profits." 

DR. W. S. BARLINGAY (Madhya 
Pradesh): May I ask one question for my 
information? The point is, we are not 
doing away with the managing agency 
system right now. 

SHRI LALCHAND HIRACHAND 
DOSHI: Thank you. 

DR. W. S. BARLINGAY: The point 
really is whether historically it is not a 
fact that this system arose because of the 
greed of certain people, certain people 
who were experts in management, to 
exploit the ignorance of the investers. I 
am not asking this question with any 
prejudice; I want the hon. Member to 
explain this for my information. 

SHRI LALCHAND HIRACHAND 
DOSHI: No, and it is a definite no. I was 
coming to that. What is the basis for this 
system? 

SHRI BHUPESH GUPTA: Money 
grabbing. 
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DOSHI: Trying to earn more money. 
That is the basic idea. Trying to get more 
money by results and not by simply 
grabbing. The managing agent gets his 
remuneration on profits earned by the 
company. It is not Rs. 5,000 or Rs. 
10,000 as salary whether the company 
makes a profit or not. He gets his 
remuneration provided the company 
prospers and the more it prospers the 
more he gets. That is the incentive 
behind these managing  agents. 

The second point is that the managing 
agency concern is not an individually run 
concern; that concern consists of a group 
of individuals. It may be consisting of 
members of a family or there may be 
outsiders also but the fact is that a 
managing agency concern gives 
continuity of management. What happens 
in a director managed company is this. A 
managing director may lay down a certain 
policy. He may disappear for a variety of 
reasons after three, four or five years. 
Another man might come and he might 
think that this was a policy laid down by 
another man and may not bother about it 
as he does not get his remuneration on the 
profits earned by the concern. A 
managing agency concern provides 
continuity of policy whereby better 
results could be achieved. This is the 
basis for the managing agency system and 
not merely running away with the money. 

SHRI B. C. GHOSE: Could the hon. 
Member kindly answer one question? 
Excepting for the historical reason, if we 
take other foreign countries into 
consideration where there is no system of 
managing agents, do we not find the 
companies flourishing? Historically, this 
system took root in India. Even if it had 
not, companies would have flourished. 

SHRI LALCHAND HIRACHAND 
DOSHI: I am thankful to Mr. Ghose for 
this question. How did this system arise? 

SHRI B. C. GHOSE: We know. 

SHRI LALCHAND HIRACHAND. 
DOSHI: It is difficult to answer this 
question dogmatically but one reason is 
that the foreigners who started the-
industrial organisations in the country 
developed this system. 

SHRI BHUPESH GUPTA: That is, it. 

SHRI B. C. GHOSE:  I said that. 

SHRI LALCHAND HIRACHAND 
DOSHI: That is, however, only one. 
reason. There is another reason and that 
is the inherent nature of the Indian 
community. The Indian joint family 
system itself is responsible to some 
extent. 

SHRI B. C. GHOSE: But we are now 
having a Hindu Succession Bill. 

SHRI LALCHAND HIRACHAND 
DOSHI: Call it Hindu succession or 
whatever it is. The Hindu joint family 
system was responsible. Th& Hindu 
family members kept themselves together, 
ran their business together, and did 
everything jointly. Call it a company or 
anything, they lived together and did 
business: together. 

SHRI B. C. GHOSE: But it is dis-
integrating. 

SHRI BHUPESH GUPTA: The 
Isphahanis also believed in the managing 
agency system. 

SHRI LALCHAND HIRACHAND-
DOSHI: Perhaps tomorrow Mr. Bhupesh 
Gupta also may believe in it. 
Circumstances change. Mr. Ghose asked 
a question about the historical 
background and I am trying to answer it. 

SHRI B. C. GHOSE: The Hindu 
Succession Bill is coming. 

SHRI LALCHAND HIRACHAND 
DOSHI: I am sure Mr. Ghose has not got 
the same mental attitude as that of my 
hon. friend sitting by his side. 
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of casteism about it. 

SHRI LALCHAND HIRACHAND 
DOSHI: It is not that at all because, you 
will find, in a managing agency concern, 
a variety of people working together. 
This idea of a family may be right or 
wrong but it is there. I start a business 
and give training in it to my sons and 
brothers right from their childhood, as 
soon as they finish the little education 
that we can give them. I gradually take 
them into the business and train them so 
that they will be in a better position to 
take up the responsibility which I have in 
starting this concern of mine. Up till now, 
the young man who took over that 
responsibility has not misbehaved. I am 
not talking about those few cases which 
arose during the war period. 

SHRI BHUPESH GUPTA: War babies! 

SHRI LALCHAND HIRACHAND 
DOSHI: This training in the limited 
sphere of management that this boy got 
from his father was utilised in the 
running of the company. That has helped 
greatly in the better management of the 
concerns. 

SHRI A. DHARAM DAS: It is his own 
money, not that of others. 

SHRI B. C. GHOSE: It has not helped 
the diffusion of knowledge, talent and 
technique. That has been its defect. 

SHRI LALCHAND HIRACHAND 
DOSHI: There are lots of defects but let 
me ask the hon. Member, "What is the 
alternative? Have the director-managed 
companies got all the good points?" 

SHRI B. C. GHOSE: No. 

SHRI LALCHAND HIRACHAND 
DOSHI: They have not. So, what we 
have to consider is the comparative 
merits of each system. We cannot be too 
dogmatic about it.   Therefore, 

you will find that though in certain 
instances, the managing agencies are a 
family concern, there are others where 
the family organisation does not exist. 
The family organisation comes in 
predominantly where the bulk of the 
finance is supplied by the family itself; 
where the bulk of the finance does not 
come from a family, generally the 
managing agency concern consists of 
people from outside also. Therefore, let 
us not mix up our ideas about managing 
agencies wnich are family organisations 
and those that are not. 

SHRI BHUPESH GUPTA: What is a 
family organisation? 

SHRI B. C. GHOSE: Most of the 
Indian managing agencies are family 
organisations. 

SHRI LALCHAND HIRACHAND 
DOSHI: No, they are not. 

SHRI V. K. DHAGE: Andrew Yule & 
Co. 

SHRI BHUPESH GUPTA: I gave you 
a list. 

SHRI LALCHAND HIRACHAND 
DOSHI: Is that concern a family affair? 

SHRI B. C. GHOSE: I said, "Most of 
the Indian managing agencies are family 
organisations", although foreign 
managing agency firms are generally not. 

SHRI LALCHAND HIRACHAND 
DOSHI: In other words, you agree that 
there are some others that are not family 
organisations. The foreign, concerns are 
not family concerns. 

SHRI B. C. GHOSE: That is so, more 
or less. 

SHRI LALCHAND HIRACHAND 
DOSHI: In this country, as I was 
mentioning, that relates to the joint 
family system where you will find the 
bulk of the capital. In all these joint-
family-run managing agencies you will 
find the bulk of the capitai 
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coming from the concern itself.  And, 
therefore, that is the main consideration. 

Then let us come to the third, co-
operative system—here is an excellent 
alternative. Why force labour directors or 
somebody else's directors and 
Government directors, etc.? You -v-mt 
that the person who works should run the 
organization. All right, have co-operative 
societies where the person who is working 
in that organization becomes the boss; he 
has got full freedom. Well, if the investor 
feels his money is safe in such an 
organization, let him do it. How many co-
operative concerns have been able to 
secure finance from the public, except 
through co-operative banks or from 
Government in the form of loans? Sir, co-
operative societies have not been able to 
create confidence in the mind of the 
investing public, and therefore, the 
investor is unwilling to put his money in a 
co-operative organisation which is 
dominated by the operator and not by the 
investor. Therefore, what we have to do is 
to see how we can persuade the investor to 
put his money in an economic 
organisation, in a productive organization 
so that that money could be utilised for 
useful purposes. 

Sir, what is the real background of a 
company? The company is an 
organization of business people who are 
trained to take decisions quickly, are 
prepared to run the organization 
efficiently. 

SHRI B. C. GHOSE: Is that true? 

SHRI LALCHAND HIRACHAND 
DOSHI: That is the backbone of a 
company and a private enterprise. 

SHRI B. C. GHOSE: Is not the com-
pany the shareholders? You said, "an 
organization of business people"; it is not 
the shareholders. 

SHRI LALCHAND HIRACHAND 
DOSHI: Company includes the share-
holders and the businessmen. 

KAZI KARIMUDDIN: At the cost of 
the shareholders. 

SHRI LALCHAND HIRACHAND 
DOSHI: Shareholders do not come 
into the picture. Of course, quick 
decision is taken but at the cost of 
the shareholders—I do not dispute 
that—because the, shareholder pre 
dominantly  is  the  businessman .............  

SHRI B. C. GHOSE:  Oh, Oh! 

SHRI     LALCHAND     HIRACHAND 
DOSHI: ............. therefore,     he   takes 
his decision along with the other 
shareholders; he is losing his own 
share capital too in the wrong deci 
sions that he has taken. Therefore, the 
real crux of an efficient busine.«« 
organisation is its capacity to take 
quick decisions to suit the circum 
stances that arise from time to time. 
The Government organisation has not 
been able to do that in spite of the 
provision of capable men at the helm 
of such organisations. They have 
been ridden with red tape; they have 
got to look to rules, the criticism of 
audit department, right and wrong............  

SHRI BHUPESH GUPTA: And you are 
free from all that. 

SHRI B. C. GHOSE: If there were 
an Auditor General we would have 
known the position, but there is no 
Auditor-General......  

SHRI BHUPESH GUPTA: There is no 
Auditor-General and you are free from 
all that. 

SHRI LALCHAND HIRACHAND 
DOSHI: I am not free from all that, but I 
have taken a decision and I am going to 
suffer for it because I have put my money 
in it. It is not somebody else's money; 
along with else's money my own money 
is also going to be sacrificed while in the 
case of a Government concern it is 
somebody else's money and the man who 
runs it has not a single pie involved in it; 
he has no stake. That is the big difference 
between a private enterprise and a public 
enterprise.   Let me 
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once again repeat and remind my friend 
that we are a democratic country, where 
you want to have only minimum 
Government control and Government 
industries and if you think that all the 
defects and difficulties are going to be 
solved, well, I am afraid it is a wrong 
thing. What do we find in other 
countries? Put certain responsibility, you 
say. The suggestion was made: Let the 
workers be appointed directors. Of 
course, some of the Members or parties 
have backed out of that responsibility. 
They don't want to take responsibility 
because they know, if any responsibility 
is put on them, they won't be able to stand 
up to it. 

SHRI BHUPESH GUPTA: We do not 
like to bear the palanquin for you. 

SHRI B. C. GHOSE: What is the 
employers' point of view? 

SHRI LALCHAND HIRACHAND 
DOSHI: The employers' point of view in 
this respect is that we want to run a 
homogeneous organisation and if labour 
and capital are to run at loggerheads any 
inclusion of labour will not be there, but 
if we could find a common idea, then 
certainly capital will welcome labour on 
the management. 

SHRI B. C. GHOSE: What is your 
conclusion now? 

SHRI LALCHAND HIRACHAND 
DOSHI: Don't rush to decisions like this. 
It is not so simple as saying •yes' and W. 

SHRI B. C. GHOSE: You should not 
put the whole blame on Shri Gupta. 

SHRI LALCHAND HIRACHAND 
DOSHI: I am not putting the whole 
blame, I am developing an argument, I 
am trying to place before you what has 
been the experience of the world; and if 
we shut our eyes to the experience of the 
world, we are likely to get into difficulty. 

Sir, what has happened in other 
countries? These socialistic ideal about 
which we have been hearing quite a lot, 
have they succeeded anywhere? 

SHRI B. C. GHOSE:  They have. 

SHRI BHUPESH GUPTA: They have 
succeeded in Premier Automobiles. 

SHRI LALCHAND HIRACHAND 
DOSHI:   In 1931 ....  

(Interruption.) 

THE VICE-CHAIRMAN (SHRI H. C. 
MATHUR) : You please go on and wind 
up. 

SHRI LALCHAND HIRACHAND 
DOSHI: We are only three musketeers 
on this side. 

SHRI B. C. GHOSE: I propose he may 
be given some more time; let us hear 
him. 

SHRI BHUPESH GUPTA: And you 
are the youngest of the lot. I agree that 
the three musketeers should be given 
time. 

SHRI B. C. GHOSE: We all, agree, he 
may be given more time. 

SHRI LALCHAND HIRACHAND 
DOSHI: Sir, the House wants me to 
speak more. 

SHRI BHUPESH GUPTA: Yes, I do. 
You are so wonderful when you are in 
musketry. 

THE VICE-CHAIRMAN (SHRI H. C. 
MATHUR) : I have already given you 
extra ten minutes and you can have some 
more time. 

DR. W. S. BARLINGAY: There has 
been a lot of interruption. 

SHRI    LALCHAND     HIRACHAND 
DOSHI:   In  1931,  as you remember, 
England got its first choice of socialist or   
Labour     Government—they    were not 
socialists at t  hat time.   But when    they 
got into responsibility, in three 
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years they got shattered so much that 
for 15 or 20 years they could not 
raise their head. Again after the war, 
after getting popularity in the war- 
period......  

SHRI   B.    C.    GHOSE:    Who   got 
popularity?    Churchill  was   directing 
it. 

SHRI BHUPESH GUPTA: Labour 
movement was there. 

SHRI LALCHAND HIRACHAND 
DOSHI: Labour got the popularity and 
immediately after the war was over in 
1946 they drove out the Conservatives 
completely. 

SHRI BHUPESH GUPTA:   1945. 

SHRI LALCHAND HIRACHAND 
DOS-HI: All right, 1945 if you are 
satisfied with that. In 1945 they com-
pletely  wiped out the Conservatives. 

SHRI BHUPESH GUPTA: Not com-
pletely wiped out; it won by a big 
majority, of course. 

KAZI KARIMUDDIN: Does the hon. 
Member believe in socialistic principles? 

SHRI LALCHAND HIRACHAND 
DOSHI: What a question to ask! He 
wants to know whether I agree with 
socialistic principles. 

SHRI B. C. GHOSE: But you belong to 
the Congress benches. 

SHRI H. P. SAKSENA: He does not. 

SHRI BHUPESH GUPTA: We can 
now understand what socialism means to 
those benches. 

SHRI LALCHAND HIRACHAND 
DOSHI: I have no hesitation in admitting 
that I am a bloated capitalist. 

SHRI B. C. GHOSE: And belong to the 
Congress Party. 

SHRI LALCHAND HIRACHAND 
DOSHI: And belong to the Congress 
Party, which is a democratic organisa-
tion, which has in its fold the socialists, 
the capitalists, the middle-class man, the 
rich man, the poor man, everybody. 

SHRI B. C. GHOSE; Hear, hear! 
Really good. 

SHRI LALCHAND HIRACHAND 
DOSHI: Coming back to this argu 
ment, in 1946 these people again got 
into power ...... 

SHRI BHUPESH GUPTA:  In 1945. 

SHRI LALCHAND HIRACHAND 
DOSHI: And with what result? Within 
five years, purely on the ground of 
nationalisation of industries, they were 
thrown out. 

SHRI BHUPESH GUPTA: Not at alL 

SHRI LALCHAND HIRACHAND 
DOSHI: And the industry that was 
nationalised was returned back to the old 
people. 

SHRI BHUPESH GUPTA: Because the 
nationalised industry was made over to 
the capitalist class. They made a mess of 
it in order to discredit the Labour 
movement 
2 P.M. 

SHRI LALCHAND HIRACHAND 
DOSHI: Yes, you can have socialism-: 
certainly where you have despotism. 
Without despotism socialism cannot exist. 
That is the experience not only of 
England but the same thing happened in 
Germany; the samq thing happened in 
Italy. Wherever socialism was trying to 
raise its head, it was crushed by the 
counter-force of Nazism. Despotism only 
can allow socialism to exist and that is 
what is happening in Russia where State 
socialism is maintained purely by force 
and nothing else. A loterie of a few 
people called the Communist group is 
ruling there, as everybody knows. 

SHRI BHUPESH GUPTA: And I 
understand  that  the Congress  Party 
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is having friendship with that country. 
How do you reconcile such utterances 
from the Congress benches about a 
country with whom they are developing 
friendship? Let the Minister explain. 

SHRI M. C. SHAH: The Minister 
■cannot speak. 

SHRI LALCHAND HIRACHAND 
DOSHI: Socialism can survive under 
•such conditions only. Given respon-
sibilities, it cannot survive. Even in -this 
country, don't you know, Sir, that a little 
power was given to the Socialists in the 
small State of Travancore-Cochin and 
you know the fate of that State and what 
happened in that small period of six to 
eight months. 

SHRI B. C. GHOSE: What happened? 

SHRI LALCHAND HIRACHAND 
"DOSHI: The whole party has been 
shattered simply because of some .small 
responsibility. 

SHRI B. C. GHOSE:   What wisdom! 

SHRI LALCHAND HIRACHAND 
DOSHI: Therefore, if responsibility is 
given, it does not work. And my sub-
mission is this. In a democratic country or 
wherever you want to see that public 
institutions thrive, give the people the 
freedom of choice; put before them the 
different alternatives, ;and from among 
those alternatives let them come forward 
to imake their selection. Let us not thrust 
our ideas on the people; otherwise we 
will end up in something which we do not 
look for. 

Sir, I have placed before you in detail, 
my ideas about the managing agency. 
There are other points to which I would 
like to refer, particularly to the question 
of remuneration. As I mentioned, the 
whole basis of the managing agency 
system is profit on results, remuneration 
on results. If the remuneration is too 
inadequate, well, I am afraid it is going to 
handicap the work. If you  do not care for 
results, it is a different 

matter but if you really want resultg you 
should give the person who strives for 
results adequate and good return; 
otherwise his enthusiasm for work will 
not be there. What we are trying to do is 
to copy a little from here and a little from 
there and make a jumble of ideas 
whereby you cannot hsve one clear 
picture of the whole thing. Are not 
director-managed companies operating in 
other countries? But we do not follow 
them in other respects. There a person 
who shows good results gets much more 
than a person who does not show results. 
Therefore, you ought to encourage the 
people who show good results 
irrespective of what income they get. My 
submission is that this idea of reducing 
income will not work well. It has not 
worked in other countries. What is the 
experience of the world? Lenin started 
with big ideas, I am told, in Russia that 
there should be equality. I had the oppor-
tunity of seeing things in Russia with my 
own eyes. What did we find there? 
Equality? Not a trace of it. Leave aside 
any talk of equality. There was not even 
a trace of equality there. I could see there 
was inequality much more than what we 
find in this country or in many of the 
Western countries. And what about direct 
taxes about which we hear so eloquent 
speeches here? Least; no Estate Duty, 
nothing. Where is the question of 
equality? All this has started from the 
idea of levelling of inequalities and 
creating equal status. As Prof. Ranga 
mentioned yesterday, they found in 
Russia that it did not work. The 
production that was needed could not be 
obtained unless payment was made on 
the basis of results and that is what we 
are saying. 

SHRI BHUPESH GUPTA: There if you 
become a good worker, you will get good 
wages. 

SHRI LALCHAND HIRACHAND 
DOSHI: But not in this country? Here if 
I become a good worker, would I not get 
the dues I deserve! You want equality; 
you want that every man should be equal 
here while 
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about which you are so much enamoured you do 
not care. 

THE VICE-CHAIRMAN (SHRI H. C. 
MATHUR): We are not discussing Russia. 

   SHRI LALCHAND HIRACHAND DOSHI: 
We are discussing economic points and I am 
trying to place before the House what has 
been the experience of the world. What has 
happened in countries where such 
experiments were tried and ultimately to 
what conclusion did they come to? I am not 
discussing Russia and I do not care for 
Russia from that point of view. But I do care 
for the experiment that has been conducted^ 
When we are making an experiment to 
establish a socialistic pattern of society, let 
us not all of a sudden go the whole hog about 
it. When we are doing an experiment, it must 
be 'guinea-pigged' and it should not be done 
wholesale. The experiment has got to be 
done on a small scale first on a variety of 
items so that we can watch the results and it 
is only on the basis of the experience gained 
that we can make it a whole-scale operation. 
Take the case of B.C.G. about which we see 
so much controversy. It was not introduced 
in a minute. Several experiments for several 
years were conducted and it is only after they 
were sure that that medicine did improve the 
health of the people, it was adopted on a 
large scale. Therefore, when we say that we 
want to try a certain experiment or follow 
certain new ideas, we must be sure that these 
ideas will work to the benefit of the people, 
the large number of people; and it is only 
when we are sure about it, we can introduce 
those ideas on a large scale. The experience 
so far gained, from 1914 onwards, has not 
confirmed that the idea of equality is a 
workable proposition. Wherever this idea of 
nationalisation has been taken up, it has had 
big reactions and resulted in a setback,   J, 
therefore, submit that when 

we are maKing an tnese provisions for 
better management of companies, we 
must be sure that we are introducing 
wise and workable clauses in the Bill 
and that we do not handicap the 
economic development of the country 
by introducing rigid rules and 
regulations which will not only handi-
cap their working but ultimately cause 
stagnation in the country. 
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I am quoting from the Bombay 
Shareholders' Association's memo^ 
randum: 

"Trafficking on a large scale has' 
taken place in management rights 
and these rights have been sold 
regardless of the financial standing-: 
and reputation of the purchasers; 
and the welfare of shareholders and" 
the staff .....  

Unwarranted restrictions have been 
put on the Directors' powers of 
management and Board of Directors 
have been converted into packed 
hodies„„„etc. 
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A systematic exploitation of com-

panies and their shareholders for the 
sectional interests of Managing Agents 
etc." 
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SHRI B. M. GUPTE (Bombay): Mr. 
Vice-Chairman, I hope that the primary 
object of this Bill will be achieved and 
that object is, I believe, the improvement 
of the safeguards for the interests of the 
shareholders and the strengthening of 
their position in the management of their 
companies. I, therefore, hope that, as a 
result of this measure, confidence among 
the shareholders in the administration of 
the companies will be restored. Today at 
least as far as my part of the country is 
concerned, I think that confidence is 
rudely shaken. The shareholder—the 
ordinary investor—is not inclined  to put 
his money in putoUe 



3875 Companies [ 21 SEP. 1955 ] Bill, 1955     3876 
companies and equity capital for new 
enterprises are not forthcoming. In fact, 
many companies have gone into 
liquidation and even many of those that 
are existing have not paid dividends for 
years together. Naturally, therefore, the 
ordinary investor feels that the formation 
of a company simply means raising, of 
funds for which no interest has to be paid 
and for which there is not even the 
liability to repay the principal. The 
shareholder feels bitterly that it is his 
money that finances all the operations of 
the company and yet he suffers the most. 
The officers go on drawing their salaries; 
the managing agent goes on drawing his 
remuneration, the depositor is paid the 
interest and if there is some profit, the 
Government takes away its share by taxa-
tion. It is only the shareholder whose 
claim is considered last though it is his 
money that really finances all these 
operations. Therefore, at least today there 
is a great disinclination to invest one's 
own savings in the public company. 

Apart from failures from malpractices 
or failures from unforeseen 
circumstances, i.e., if you take into 
consideration the honest promotion and 
honest management of a company, I 
think, there are two evils which are 
prominent in my part of the country, 
Maharashtra. One of the evils Is 
inadequate finance and the other is 
finance through deposits. The inadequate 
finance arises because the minimum 
subscription required for allotment or for 
commencement of business is pitched at a 
very low figure without reference to 
actual requirements. Naturally, therefore, 
the company makes a start with 
inadequate resources. It makes a start as a 
lame duck, limps throughout its career 
and ultimately collapses. Sir, this evil, to a 
certain extent, has been provided against 
in the new Bill. In the new Bill, under 
item 5 of Schedule II certain specific 
items of expected expenditure have to be 
mentioned in the prospectus itself. 
Therefore, it is not possible to put down 
the Ditch of the minimum sub- 

scription of share allotment to a low 
figure without the promoter incurring the 
grave risk of civil and criminal liability 
for misstatements in the prospectus. 
Therefore, some provision has been 
made which, I hope, will succeed in 
checking the evil. 

There   is   the  second   evil,   namely, 
finance through deposits, which    has not 
been provided against in the Bill. I am 
sorry, no    provision    has been made at 
all in this respect here in this Bill.   As  far   
as  I  think,  the second evil,  finance    
through    deposits,    has arisen because of 
the mistrust of the investor in the 
company's administration.    Naturally, • 
when the company's promoters or the 
managers, who are in need of funds, find 
that the funds are not coming as share 
capital, they advertise  high  rates   of  
interest  and secure large number of 
deposits. The evil has grown to such an 
extent that some of the companies—I 
know some of them—have accepted 
deposits to the extent of six or    seven   
times   their paid-up     share     capital     
and     free reserves, while    the    
provisions were that they should not have 
borrowing in excess of paid-up capital and 
free reserves.   Some    remedy  should    
be provided    for this  evil.   I,  therefore, 
submit that the companies should be 
prohibited from accepting short-term 
deposits for    long-term    purposes.   I am 
not   opposed   to   acceptance   of deposits 
but the evil    is that   short-term deposits,    
ranging    from    three months to one year, 
are accepted and used for long-term 
purposes. Naturally, the    company    
comes to    grief;    the depositors suffer 
and the shareholders suffer.   So,   I   want  
that  this   should be prevented altogether.    
Since companies   can  get  their  current  
finance, their    working    capital,     from     
the bankers, there is no reason why they 
should take short-term deposits from 
public.    If this is prohibited, the evil 
might  be   checked   to   a   considerable 
extent.   I am chary in tabling amendments    
as I    know there    may be a reluctance on 
the part of the Government to accept    
amendments at    this stage.   Nevertheless,  
I   shall  venture to table certain    
amendments and    I 
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Government will   consider them. 

I will refer to one or two points more. 
One point is about the election of director 
by proportional representation. I am glad 
that the provision has been made optional 
and I hope the Government will allow it 
to remain optional and will not try to 
enforce it through certain other pro-
visions where they have taken power to 
compel its inclusion in the articles of 
association. After all, the Board of 
directors is not a debating society. It has 
to carry on the actual administration of a 
big concern for which there must be 
homogeneity in the executive. There is no 
use having quarrels and wranglings in the 
Board of directors. 

Then, Sir, I come to minority interest 
for which proportional representation is 
suggested. What are these minority 
interests of the shareholders? In most 
cases the minority centres round a 
personality and not round any principle of 
management. Moreover, there are other 
remedies against oppression of 
minorities. So there is no necessity of 
giving representation to them in the 
Board of directors. I, therefore, hope that 
most probably that provision will remain 
a dead letter and it should remain a dead 
letter, because it should not be foisted. 
There is no proper minority interest as 
such which should be put into the 
executive. 

Finally, I will refer to clause 641. Sir, 
very wide powers have been given to the 
Government to alter or add to Schedules, 
etc. I do not like that such wide powers 
of legislation should be given to the 
Executive. Of course. I know a popular 
Government will not misuse them. I also 
know that this evil of legislation by the 
Executive is not confined to our country 
alone; it has overtaken most of the 
modern democratic countries. Even in 
England the protest was very prominently 
expressed by Lord Hewart in his famous 
book, "The New Despotism".    Since   
the   evil  is  there 

in other democracies also, it does not 
mean that we should go on copying it 
blindly. Generally, there is a note on 
delegated legislation in a Bill. Perhaps, its 
omission in this Bill is significant. I do 
not know whether it was done purposely. 
Then it cannot be said that all the 
schedules are unimportant. Take for 
instance, Schedule II which contains 
matters to be specified in prospectus and 
reports to be set out therein. The 
provisions with regard to prospectus are 
very important. They can be changed by 
the Government under clause 641. I do 
say, as I said, that Government is not 
going to abuse those powers since it is a 
popular Government with a popular 
backing, but at the same time on 
principle, I think, it is not proper to 
extend this power so widely to the 
Government. My argument is that if the 
Government thinks that certain provisions 
are quite worthy of being included in a 
Bill then, surely the modifications of 
those provisions are also worthy of being 
embodied in a Bill. Therefore, if an 
amendment is to be made, it should be 
made by another Bill. I, therefore, submit 
that in principle I object to this provision. 
With these observations, Sir, I support the 
Bill. 

SHRI D. D. ITALIA (Hyderabad): Mr. 
Vice-Chairman, let me first congratulate 
the hon. the Finance Minister for so 
wisely, ably and calmly piloting the most 
difficult, complicated and voluminous 
piece of legislation ever introduced either 
in the provisional Parliament or in the 
present Parliament after we have attained 
our independence. 

As we observe, it has as many as 658 
clauses and 12 Schedules. The hon. the 
Finance Minister has done ' the greatest 
service by bringing forward this important 
Bill and thus safeguarding the interests of 
thousands of investing people in 
particular, as also the minority interests, 
and he has, in fact, helped the 
advancement of the economic progress in 
the whole country in general. 
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the Members of the Joint Select 
Committee for their wise, able and 
thoughtful guidance. 

I welcome' the various changes 
intended to ensure the maintenance of 
standards of good behaviour in the 
companies' promotion and also in the 
companies' management on healthy and 
progressive lines. And I cannot hesitate 
in saying that there are also certain 
changes of a far-reaching character 
which cannot cripple the functioning of 
joint stock enterprises and the 
development of various industries in  our 
country. 

The private sector has a very 
important role to play in the establish-
ment of various new industries and nlso 
in the development of the existing 
Industries in the years to come. So 
naturally the country's eyes are upon the 
private sector for the development of the 
country's economy. And it is a noted fact 
that the private sector fundamentally 
functions through the joint  stock 
enterprises. 

The object of the present Bill is to 
amend, and consolidate the various laws 
relating to companies. We are going to 
have a planned economy, which means 
that the private enterprise must accept a 
new code of discipline in the larger 
interests of the nation. I am sure that many 
of the hon. Members will have no much 
faith in ensuring honest and efficient 
administration of the companies by means 
of legislation alone. The shareholders 
themselves must take special and keen 
interest in the activities and , the 
managements of their concerns, and they 
must always keep vigilant eye and 
safeguard their own interests, as also the 
interests of other creditors. Then and then 
only the managing agents will be alert and 
the business and the management of the 
companies will be conducted in an 
efficient and honest manner. Many of the 
clauses of the present Bill make it possible 
for the shareholders to exercise a more 
effectitve    general    control   over    the 

management of the companies, I am sure 
there is not a single Member in this 
House who is against the enactment of 
legal provisions for checkmating illegal 
practices or inefficient administration. 

Then, Sir, there is a great hue and cry 
in the other House as well as in this 
House and outside against the 
continuance of the managing agency 
system. There are all round complaints 
about the malpractices and 
mismanagement by the managing agents, 
which have no doubt excited public 
attention and public comments. But as 
was explained by my hon. friend, Shri 
Parikh, the new managing agency system 
as provided for in tlu> Bill is entirely 
different from the one which is existing 
at present. The new managing agency 
system is a refined system. Hon. 
Members will find that according to our 
present Bill the remuneration of the 
managing agents will be curtailed from 
over 30 per cent, to 10 per cent, or all 
round 11 per cent. There are other 
provisions also which curtail the various 
powers of the managing agents. Their 
power with regard to the appointment of 
directors is also being taken away. If the 
hon. Members will go through the 
provisions of this Bill carefully, they will 
find them quite good. And, therefore, 
they should not unnecessarily blame the 
Finance Minister. The managing agents 
in future will have no power to give 
selling agencies to their associates or to 
their family members, which itself is a 
very great change. 

I am sorry to say, Sir, that we entirely 
forget the yeoman service rendered by 
many competent and experienced 
managing agents in the past, not merely 
in promoting and establishing various 
industries, but also in well managing and 
putting them on sound lines. The various 
large-scale industries in our country 
today are entirely due to the skilfulness 
of the various managing agents. They 
have no doubt rendered greatest services 
in developing large-scale and kpv  
industries  by  their  skill,   talent, 
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efficiency, money    and   brains.    Take the  
example  of  Sir  Jamshedji  Tata, tne 
pioneer of industries, who promo 
 ted and established the Tata Iron and Steel  
Plant   at  Jamshedpur,   the  biggest     steel    
factory    in     India.     He established   
thisj  industry   during   his life  time by his 
personal supervision and   with  the  
assistance    of    experts from   America   
and   other     countries. And   he  made   
several  provisions   for the amenities of 
labour.   Sir Jamshedji Tata,  with his far-
sighted policy and philanthropic   nature,     
made     several provisions     for     
amenities     for     the labour, and he 
provided various facilities for the workers.    
I am informed that the workers  worship    
the    Tata statue   at  Jamshedpur     daily    
before going to  work,   as  the  earning-
giver. Sir Jamshedji Tata gave his attention 
not only to one industry, but he had 
directed his attention to various other 
industries    also.      The  three    hydro-
electric  companies  in   Bombay  State, the 
largest in India, were established by Sir 
Jamshedji Tata, and they provided cheap 
electricity for the development   of     
various     other     industries. The Tata Oil 
Mill at Tatapuram in the South and the 
largest textile mill, the Empress  Mill of    
Nagpur,    were    all promoted and 
established by this energetic   gentleman.     
There   are  various other    managing    
agents    who    have promoted     and     
established     several textile mills in 
Bombay and Ahmeda-fiad.     And  many    
managing    agents deserve credit for 
establishing various jute mills in Calcutta,     
and    various sugar  and  cement    
factories.    Therefore, I definitely say that 
in the past, managing agents have played a 
great part in the industrial  development of 
our country. 

There is no doubt that in recent years, 
i.e., during the second World War, a few 
inexperienced persons came forward as 
managing agents, and they created a kind 
of black spot on the managing agency 
system due to their malpractices and 
mismanagement.    And   it  is  due  to  
such    mis- 

management    that    the    Government 
thought of _bringing forward this Bill. 
Accordingt» this    Bill,    the    managing 
agents  are  liable  to    be    prosecuted 
criminally for their   mismanagement, 
defective    administration,    and    mal-
practices.    In the Bill there are many 
drastic   provisions.     There   are   over 
130   clauses   regarding   criminal   off-
ences.    I  am  sure  that  my    friends will 
agree with me that we want to ment(i the   
managing    agency    system and not to 
put an end to it.    My personal suggestion 
is that the managing  
 agency system should continue for at 
least ten years more. 

THE VICE-CHAIRMAN (SHRI H. C. 
MATHUR): Mr. Italia, you can certain 
ly refer to your notes, but you can 
not ......  

SHRI    D. D. ITALIA:    As we have 
already provided in the Bill the Government 
will have power to terminate any managing 
agency if    it    is    responsible   for  
mismanagement   of    the company.     In   
the   best  interests     of industrialisation     
of     the        country, specially  in the    
countryside,     it    is necessary  that  more   
and  more  companies should come into 
existence and for this purpose, the 
Companies Law should be  as  simple and" 
flexible    as possible in order to make the 
operation easy for promoters and organisers 
specially in the countryside.    Recently,   I  
think  in    Jaipur,    our    Home Minister  
Pandit  Pant  said  that    the legal   system   
must   be   simplified     as much as possible.    
I am glad that the hon.  the Finance Minister 
has agreed to the creation of a Central 
authority to  direct  and  supervise  the   
administration of this Act.    No one can 
deny  ( that there is great need for a Central 
organisation for continuously watching the 
activities 

  of joint stock companies. It is only in this 
way that the  Central      Authority      can    
maintain    an independent  character  and  
avoid  the suspicion of bias in the discharge 
of its functions.    I am sure if the Gov-
ernment keep a vigilant eye over the 
managements,  all the complaints will vanish  
and there  will  be no  fear of 
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any kind of malpractice or mismanage-
ment. 

The fixation of maximum managing 
agents' remuneration is a step in the right 
direction. I don't agree with clause 80 
which provides that preference share 
shall be redeemed out of the profits of 
the company or out of "the fresh issue of 
shares specially made for the purpose of 
redemption. What harm will there be if 
the company disposes of some of its 
unwanted property in order to redeem the 
preference shares? If this clause is not 
removed, it will rather be a hardship for 
the managing agents to redeem their 
preference shares. I request the hon. the 
Finance Minister to think about my 
suggestion. 

I also do not understand why the 
premiums collected may not be alloiw-ed 
to be written off against revenue Josses 
and other appropriate items. I don't see 
why there should be this restriction. I 
welcome the restrictions imposed that a 
managing agent cannot be a managing 
agent for more than ten companies. To 
my mind, it would have been better if it 
had been reduced to five companies so 
that the managing agent can give more 
attention and more time for their 
supervision. 

One more important point is that there 
must be certain powers in the hands of 
the managing agents to reject transfering 
of shares to the hands of mischief makers 
who specially want to become share-
holders simply to create mischief and 
cause trouble at meetings. We have 
heard many times that they create a lot of 
mischief and discontent. 

There is one more point about the 
private limited concerns. As all such 
private limited concerns are mainly family 
businesses, their accounts may be audited 
by any person and they „ should not be 
compelled that the same should be audited 
by a recognized auditor as otherwise it will 
be an unnecessary burden to pay the 
auditor's fee. In the Bill I do not find any 
clause regarding the legal adviser of the  
companies      or    regarding    their 

powers, remuneration, etc. As I find that 
every company appoints a legal adviser 
who, in the majority of eases, is also a 
director, I would like to know whether it 
is advisable. I wish to know whether this 
system should continue or the legal 
adviser must give only the advice. 

Lastly, I don't agree with the age-limit 
fixed for a director. I have myself 
completed 73 years and am at present 
director of four companies, in Hyderabad 
State. I don't see why there should be 
this restriction. 

SHRI JASPAT ROY KAPOOR (Uttar 
Pradesh); May you live for a hundred 
years! 

SHRI D. D. ITALIA: There are 
Ministers in the Central and State 
Governments who are over 65 or 70 
years and who serve better with their 
mature knowledge and vast experience. I 
know that there is a provision here that if 
the company wants, it can have. If at all 
you want any age limit, it must be fixed 
at 70 years as was suggested by my 
friend hon. Shri Kishen Chand on this 
side. With these few words, I commend 
the Bill. 

SHRI FAKHRUDDIN ALI AHMED 
(Assam): Mr. Vice-Chairman, the Bill to 
consolidate and amend the law relating to 
the companies has been under the active 
consideration of the Parliament for the 
last two years. What we seek to amend 
and consolidate are the Act of 1913 and 
the subsequent amendments which were 
made thereto in 1936 and later on in 
1951. In order to appreciate the 
provisions which are being considered on 
the floor of this House, it will be 
necessary for us to take into 
consideration the circumstances under 
which the Act of 1913 was enacted and 
the amendments in 1936, were made. We 
know that in those remote years, India 
was under the control of the British 
Government and the Company Act of 
1913 was enacted for no other purpose 
than for serving the imperialist economy, 
i.e.. mainly for the purpose of giving 
sanctity to unrestricted profits. But     
nowr 
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when we have to provide a law which will 
govern the business transactions in a free 
country, our objective has to be changed. 
We have also to consider 'that, 
notwithstanding the efforts made by the 
Government of the day in 1936, by 
amending the Act of 1913 for removing 
such malpractices as had come to their 
notice. The object was not fulfilled. It, 
therefore, became necessary for us to 
amend this Act later on in the year 1951. 
Further, we cannot help taking into 
consideration the fact that as a result of the 
second World War more money came into 
the hands of a number of business people 
in our country who, instead of utilising it 
for the benefit and for the development of 
industry in our country, mismanaged the 
whole thing to such an extent that some 
sort of a control on their activities became 
necessary in the national interest. It is in 
this background, it is in this perspective, 
that we have to consider the present 
proposals which are being considered by 
the Members. I feel that the provisions as 
have emerged from Joint Committee and 
the Lok Sabha and which are now being 
considered, will to a great extent check the 
evils or malpractices which have been 
practised since the war and since the 
previous Company Laws came into 
existence. I must confess that the 
Government have, to a great extent, 
contributed in accepting their proposals. 

3 P.M. 

Secondly, we have to see what is our 
objective in addition to the necessity and 
desire that this law should be changed. 
Our Constitution enjoins that the 
ownership and control of the material 
resources of the country should be so 
distributed as best to serve the common 
good; ana that the operation of the 
economic system should not result in the 
concentration of wealth and means of 
production in a manner detrimental to the 
common good. This is a Directive in our 
Constitution   but it does not say that we 

should prescribe any rigid economic or 
social frame-work. It only provides the 
guiding lines of State policy. As we 
know, the Planning Commission have for 
the present, in the national interest, 
instead of going for wholesale 
nationalisation of industries, adopted a 
policy where they have allowed the 
policy of laissez faire in certain spheres to 
continue, that is to say, private sector also 
is permitted to function. On account of 
our existing conditions, and on account of 
the fact that we have not got sufficient 
resources, the Planning Commission have 
rightly allowed the existence of the 
private sector in our present economy. At 
present we have no other alternative but 
to accept that and accordingly frame our 
policies and our laws for a mixed 
economy. I know that my friends opposite 
would like to see this mixed economy to 
go at once, and that there is no private 
sector and that the State should at once 
take over all enterprises and industries. 
But that is where we differ from them. 

SHRI BHUPESH GUPTA: From 
whom? 

SHRI FAKHRUDDIN ALI AHMED: 
From our friends opposite. 

SHRI BHUPESH GUPTA: We have 
never said that the State should take over 
all the industries. 

SHRI FAKHRUDDIN ALI AHMED: I 
am much obliged to my friend for telling 
me that he does not believe In the State 
taking over all the industries at once. But 
what I maintain is, once that policy has 
been accepted, and when we have even 
the blessings of our hon. friends opposite 
to that policy, we have to fashion our 
laws in such a way as will help, 
encourage and provide impetus to private 
sector, keeping in view the benefit of the 
nation and development of industries. It 
is from this point of view that we have to 
consider the present proposals and see 
whether they meet the requirements that 
we have in view. 
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hon. .Members through the various pro-
visions of this Bill. There are some | 650 
and more clauses in it. Therefore, j 1 shall 
mainly confine myself to some | of the. 
major proposals under which changes are 
sought to be introduced in | the Company 
Law. 

First of all, I conside 

 r that the provision concerning the 
managing agents, and  the   secretaries    
and    treasurers provide major changes, 
because    they help a great deal in reducing 
the wealth in    the    hands of the few. 
Then there are provisions  under    which    
greater details are required to be given in 
the balance  sheets   and  profit     and    
loss accounts and in the filing of balance 
sheets of private companies with   the 
registrar.     These   proposals   will   cer-
tainly help and are for the benefit of the  
shareholders.    Then   again,   there are 
provisions which affect the qualifications, 
rights and duties of the directors.    To a 
great extent the qualifications,  rights and 
duties provided will fit  in  with   our    
present    objectives. There are also 
proposals for investigations  of the  
ownership  of  companies and for giving 
increased powers to the Central 
Government in respect of the appointment 
of inspectors.    Sir,  I feel that all these 
provisions are salutary and  will  achieve  
the    purpose,     the objective that we all 
have in    view. There  are  also  the  
provisions  which tighten up -the laws  
relating to prospectuses.    As far as I have 
been able to  go  through  the    main    
provisions under these four or five heads, I 
have rm hesitation in saying that many of 
the evils,  many of    the    malpractices 
hitherto  practised  and  of  which    we are 
afraid, will be removed if this law is 
properly administered. 

We have also to consider the question 
whether the mere provision of ^ law can 
help the shareholders for whose benefit 
many of these provisions are made. 

[MR. DEPUTY CHAIRMAN in the Chair.] 

However, good a law may be, unless 
arc until those persons for whose bene- 

fit a law has been enacted take    an active 
interesf in the provisions of that law   and 
understand their  rights  and duties, the law 
by itself can give them no benefit, 
whatsoever.   If tod 
 ay there is  a  complaint  from  the 
shareholders that  their  interests   are  not  
properly served,  by the managements and 
the organisations under the present Com-
pany Law, I am sorry to say, that to a great' 
extent the shareholders themselves are 
responsible for such a state of affairs 
because they have not been taking an active 
interest.   They merely purchase shares  of 
the  company  and there they stop.    I find 
that the provisions  of  the  present  Bill  go  
to  an extent of removing this indifference 
of the shareholders.    If,  for any reason, 
they are prevented from  attending a 
meeting of the company, they can now 
authorise some one else not necessarily a 
member to go there and attend the meeting 
on their behalf.    This I consider to be a    
very    great    advance. T'nti] now we had 
only the practice of signing proxy papers 
and handing them over to the managing 
director or other persons who were vitally 
interested in the       organisational    work.    
But the present provision goes to the extent 
of providing the facility that in case    a 
shareholder is interested that his viewpoint   
should  be  represented  in     any general   
meeting,   that   viewpoint   can be 
represented not only by giving    a proxy  to   
a  person  who  is  interested in the 
management of that company, but to some 
outsider who can be conveniently present at 
that place at the time of the meeting. 

SHRI  SHRIYANS   PRASAD    JAIN: 
But he cannot speak. 

SHRI FAKHRUDDIN ALI AHMED: But 
he can be present there, take part in voting 
and watch the proceedings and these, I 
submit, will mean a great help, because 
such presence will serve as a tremendous 
help in securing the necessary information 
to the shareholder and I am sure the 
shareholder after getting that infor-!   
mation can take the necessary action 
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of argumant has been advanced regarding 
the managing agents and the secretaries 
'and treasurers. My hon. friend, Mr. Ghose, 
in opposing the retention of the managing 
agents and secretaries and treasurers, went 
to the extent of indulging in analogies. He 
said that Members on this side of the 
House oould perhaps be compared to 
persons who take pleasure in fattening a 
pig only for the purpose of slaughtering it 
later on. I do not know whether tnat 
analogy can have any application here or 
even. support the cause for which he 
wanted to cite that. So far as we are 
concerned, we are not interested—and nor 
is it our job—in fattening a pig for the 
purpose of slaughtering it. If any person is 
in- ! terested in slaughtering a pig, it is i 
my hon. friends opposite who want that the 
capitalists, foreign and Indian, should be 
done away with at once without rhyme or 
reason. It is they who want that the 
capitalists should be expropriated. It is they 
who see a fat pig and derive pleasure by 
the prospect of doing away with the fat pig. 
Sc far as we are concerned, we have 
adopted a policy of extending our objective 
in a peaceful and non-violent way. 

SHRI    BHUPESH      GUPTA:       The 
patient  will  die. 

SHRI FAKHRUDDIN ALI AHMED: 
The patient will not die. Mr. Gupta ! says 
that the patient will die; 11 am ! alive, he is 
alive and many of us are • alive after 
winning the freedom by ; peaceful and 
non-violent methods from the mighty 
British Empire. 

We have to consider whether this 
system is such an evil as to be done away 
with at once lock, stock and barrel. I 
admit that there are many malpractices to 
which some of the managing agents have 
resorted to; there are cases where the 
shareholders and others have suffered 
because of fraud and bad management by 
some of the managing agents. At the 
same time, we cannot forget the fact that 
to 

a great extent this system has also 
contributed to the development of our 
industrial wealth. We should not forget 
that. When we have not got sufficient 
resources to take up all the industries, we 
must encourage all such systems which 
would bring in capital and help in the 
development of our country. If we want 
the capitalists to put in their money, 
whether they belong to India or to 
outside, we must provide sufficient 
impetus for them to do so. We must also 
realise that in the national interest we 
cannot today go in for any policy which 
will result in unemployment. It has be-
come all the more necessary now for us 
to retain this system till we are in a 
position to stand on our feet. By having 
this system we shall be able to bring in 
more capital which will help in 
increasing our production and in reducing 
unemployment. It is true that the system 
is bad. This fact has been recognised by 
the Joint Select Committee and by the 
Government as well. In recognition of 
this fact they have reduced the powers 
and profits of these managing agents to a 
great extent. The managing agents who 
will be found in existence after this Bill 
has been enacted will not be the same as 
exist today. Under these provisions when 
it will be the responsibility of the Central 
Government to see that no one is allowed 
to do such an act as will go against the 
national interest, there is no fear for us. 
We should allow this system to continue 
at least for some time. After all, this Bill 
also envisages a gradual liquidation of 
this system. Government has power to 
stop this system in such industries where 
it thinks that it is not necessary. There are 
also other provisions which will help in 
gradual elimination of this system if it is 
found, in the experience of the next three 
or four years, that the managing agency 
system continues to operate in a way 
which is harmful to the country. From 
whatever point one looks at this system, 
there can be no hesitation in saying, as 
had been very aptly put by Dr. Kunzru 
this morning, that reason is on the side of 
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the Finance Minister and not on the side 
of those who are opposing this system. 

There are two or three matters to 
which I should like to draw the atten 
tion of the House and of the Minister 
in charge. I would first like to refer 
to the definitions. If the hon. Minister 
would please see......... 

SHRI BHUPESH GUPTA: He is 
gossiping. 

SHRI FAKHRUDDIN ALI AHMED: 
......  clause  5, he would find that    a 
difference of treatment exists in regard to 
two categories of persons. Clause 5 
provides as follows: 

"For the purpose of any provision in 
this Act which enacts that an officer of 
the company who is in default shall be 
liable to any punishment or penalty, 
whether by way of imprisonment, fine 
or otherwise, the expression "officer 
who is in default" means any officer of 
the company who is knowingly guilty 
of the default, non-compliance, failure, 
refusal or contravention mentioned in 
that provision, or who knowingly and 
wilfully authorises or permits such 
default, non-compliance, failure,   
refusal   or   contravention." 

In one case, "knowingly guilty" has 
been provided whereas in the other case 
"knowingly and wilfully" has been 
considered. My submission is that this 
differentiation should be removed. There 
may be officers who, because of some 
instructions given to them by their 
superiors, may have done certain acts in 
the belief that what they are doing is 
legal. But even though they have done it, 
without wilful intention they will be held 
guilty under that provision. My 
submission, therefore, is whether it is the 
person who authorises a particular act or 
the omission of that act or the person 
who actually does that act or omits to do 
certain act, both should be treated on the 
same level in the same way and there 
should be no distinction that in 

the  case  of   one    only    "knowledge 
should be sufficient while in the case of 
the other "wilful knowledge" should be 
proved. 

Then, Sir, there is another provision 
about which I would like to have certain 
information from the hon. the Finance 
Minister—I am glad that he has come 
when I am dealing with that matter. You 
know, Sir, that that part of the country 
wherefrom I come, that is Assam, has 
many tea companies which  are  
registered in London, 

SHRI BHUPESH GUPTA: British tea 
companies incorporated in India. 

SHRI FAKHRUDDIN ALI AHMED: 
Yes. Now, for the last two or three 
years tea has become a very prosper 
ous industry and this has resulted in 
the disposal of some of the tea estates 
belonging to these companies at a 
very exorbitant and enormous price. 
The result is this. Under an agree 
ment entered into with the United 
Kingdom we are not allowed to pur 
chase shares of sterling companies in 
London, but if any tea estate of those 
companies is sold and it is purchased 
by one of dur nationals, then the pur 
chase money thereof has to be trans 
ferred to the United Kingdom. I want 
there should be some safeguard, some 
protection and some provision under 
which a restriction is placed for dis 
posal of such assets at high prices so 
that our capital may not flow out of 
India at a time when the prices are 
very high. I do not find any provision 
in this Company Law under which 
Government can come forward and 
say that they will restrict the sale of 
these properties ....... 

SHRI BHUPESH GUPTA:  They will 
never stop. 

SHRI FAKHRUDDIN ALI AHMED: 
..... beyond a certain price.    So   my 

submission is that the Government 
should consider the desirability of 
bringing forward a suitable amendment 
under the Company Law or some ether 
measures under which such control can 
be exercised by the Govern- 
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the matter of disposal of such tea estates 
which are owned by companies 
registered outside India, particularly 
when the price is very high. Sir, this is a 
matter in which national interest is 
involved and the hon. the Finance 
Minister can realize to what extent we 
stand to suffer if we allow unfettered 
permission to our nationals to spend 
money for purchasing those properties at 
a time when the price is so high because 
it will mean that the money will have to 
be paid to those persons outside India and 
that will affect our foreign exchange. 

SHRI BHUPESH GUPTA: I hope the 
hon. the Finance Minister is assimilating 
these things coming from his side. 

SHRI FAKHRUDDIN ALI AHMED: 
Mr. Gupta need not be anxious and I am 
sure the Finance Minister will deal with 
this question in a proper manner. 

SHRI BHUPESH GUPTA: You need 
not feel embarrassed; I only pity that you  
are crying in the wilderness. 

SHRI FAKHRUDDIN ALI AHMED: 
My friend, Mr. Gupta, was very voci-
ferous in asking for the liquidation of 
foreign capital. I was really amazed how 
such a proposition could have been put 
forward by him. Only recently he said 
that he was not much of a believer in 
expropriation. 

SHRI BHUPESH GUPTA: I did not 
say that which you would impute to me. 
I have said today we are not demanding 
the expropriation of all industries. 

SHRI FAKHRUDDIN ALI AHMED: 
At any rate, he demands discrimination 
against the foreign concerns, especially 
the British. That is a very dangerous ' 
demand and I think we should be 
ashamed of putting such a proposal 
before this House that foreign capital 
should be given a treatment different 
from what is given to indigenous capital. 

SHRI BHUPESH GUPTA: You should 
be proud that there are some people in 
India who put forward these proposals. 

MR. DEPUTY CHAIRMAN: Order, 
order. 

SHRI FAKHRUDDIN ALI AHMED: 
At present our objective is the increase of 
production and the reduction of 
unemployment and we should, therefore, 
be interested that, from whatever source 
the capital comes, capital must be utilised 
for the purpose °* production and for the 
purpose of securing employment to our 
people in this country. That is a policy 
which is in the national interest and, if 
that it our policy, how can people living 
outside India think of putting their capital 
in our country when they hear such 
sermons as come from my friend, Mr. 
Gupta? I am sure that his speech will do 
more harm than good to our country and I 
hope the Finance Minister will not pay 
any regard to this and will continue the 
policy of giving equal facilities to foreign 
capital and to our capital in this country. 

Sir, from whatever point of view we 
look at these proposals, we cannot but 
think that the present proposals, if 
enacted into law, wfill to a great extent 
reduce the malpractices in the 
management of companies which are 
prevalent in our country today and will to 
a great extent help in bringing about the 
objective which we have in our view. 

Some friends have suggested that, 
instead of the Government taking power 
in their hands for the purpose of 
controlling these companies, they ought 
to have appointed a statutory body for the 
purpose of doing the same job. I 
appreciate the arguments which were 
advanced by Dr. Kunzru that once these 
powers are taken by the Government 
some people fear they will bring in 
rigidity, they will bring in delay and they 
will bring in corruption. These are 
matters to which all of us, whether we 
belong to the Opposition   or     to     fhe     
Government 
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Party or those who are in the Treasury 
Benches, have to give our thought, but I 
consider these are problems which 
cannot be solved by transferring those 
powers from the hand of the Central 
Government to a statutory body because, 
after all, whether the power is exercised 
by the Central Government or the power 
is exercised by a body of persons 
comprised in a statutory body, it will be 
done by our people. And unless and until 
the character is changed, the look-out is 
changed of the persons composing either 
the statutory body or of those working 
under the Central Government, the evils 
of which Dr. Kunzru is afraid cannot be 
eradicated. And I hope, Sir, that the 
Finance Minister will see that the 
apprehension which exists in the mind of 
Members of this House that the taking 
over of such companies will result in 
delay, rigidity, etc. will be removed and 
he will use his personal influence and 
ability to see that this law is administered 
to the satisfaction of all concerned. 

SHRI H. C. DASAPPA: Mr. Deputy 
chairman, let me join my hon. colleagues 
in extending a very warm welcome to the 
Bill that is before us. It is the result, as 
has been said, of the tapasya over a long 
period, the result of earnest and devoted 
and patriotic labours of the hon. the Fin-
ance Minister and of the Members who 
served on the Committee and also of the 
Chairman who seems to have guided the 
deliberations exceedingly well. 

I am afraid there is not much time at 
my disposal and so I would like to 
get,into the subject straightway. My fear 
is that those who have been critical of 
this measure have more or less taken to 
what is known as tiogan-mongering. I 
have listened to their speeches and I 
thought that they would be able to 
contribute something by way, if not of an 
original idea, of at least a new argument. 

SHRI BHUPESH GUPTA: For that 
you are there. 

SHRI H. C. DASAPPA: But I find that 
it is only some stereotyped statements 
that have emanated from the Opposition. 
I have listened to my good friend, Mr. 
Bhupesh Gupta. Almost all his 
speeches—it does not matter on what 
subject he speaks—have the same 
complexion and the same content. There 
is nothing fresh on the subject. 

Let me take, for instance, this question 
of foreign capital on which he con-
tinuously harps. I thought that, with the 
Plan that we have got before the country, 
and, what is more, with the ideology that 
India has placed before herself right 
through centuries and even more so—I 
emphasize—in later years as given to us 
by Gandhiji, he would take a more liberal 
attitude towards a subject like the foreign 
investments in this country. India, Sir, 
has given refuge to a large number of 
people who have sought refuge. She has 
also not raised any kind of a China Wall 
against people from outside preventing 
the inflow of their culture. She has also 
opened her hospitable shores for the 
inflow of trade through centuries. I do 
not know why my friend there should be 
so oblivious of these historical facts and 
why today when the world is trying to 
become one, he should be so hostile to 
foreign investment here. I would have 
appreciated if he had said that these 
investments should not take the character 
ol the camel walking into the tent and 
then ousting the people there. When 
there is a measure like this which hedges 
in these investments with a number of 
safeguards, I have absolutely no fear that 
anything would be done by these foreign 
people that would be detrimental to the 
progress of India. The moment there is 
any such trace of it, I am sure the 
watchful and vigilant eye of the 
Government and the Finance Department 
will be there. 

SHRI BHUPESH GUPTA: Why are 
you thinking in terms of taking over the 
Mysore Gold Mines? 
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SHRI H. C. DASAPPA: Sir, I would 

not like to say anything about that 
somewhat  controversial  matter. 

SHRI BHUPESH GUPTA: Yes. 

SHRI H. C. DASAPPA: If I were to say 
anything, I am afraid it will not be 
correct for me because that would be 
prejudicing the discussions that are now 
going on. I have got my own views about 
this idea of nationalisation in general but 
I would not like to be Jed into that. But I 
may say in passing that this idea of 
nationalisation to me, at any rate, is not 
going to be an unmixed blessing. 

SHRI BHUPESH GUPTA: No wonder 
you have become an 'ex' now. 

SHRI H. C. DASAPPA: And grown 
wiser. Even if I am 'ex' I am in good 
company very much with the Finance 
Minister here. 

SHRI BHUPESH GUPTA: Plus and 
minus become minus. 

SHRI H. C. DASAPPA: It is not all 
very much 'ex'. Anyway, it is a very 
simple thing which I thought my friend, 
Mr. Ranga, had sufficiently argued the 
other day. It would be absolutely 
meaningless for us to divert all the 
resources that may be available for new 
industries to merely acquiring the 
existing ones which are doing fairly well. 
That would be an ill wind that blows no 
good and I do not think it will be of any 
use to us. But what I do say in regard to 
these foreign companies is that we have 
got to be vigilant. I would much rather 
like all these foreign companies to 
convert themselves into rupee companies 
and I would also like to see a great deal 
of what is known as Indianisation intro-
duced in the working of these companies. 

SHRI C. P. PARIKH (Bombay): How 
can it be done when they have assets 
outside? 

SHRI H. C. DASAPPA: That is what I 
say.   They have got to be converted 

into rupee companies. Now, in the 
agreement that has been entered into 
about the Kolar Gold Fields, there is a 
definite clause for Indianisation and it is 
open to us to interfere with its operations 
in case the company does not make good 
the agreement. 

SHRI H. P. SAKSENA: All tea gardens 
are Indianised. All the labourers are 
Indians. Where is the point of 
Indianisation? 

SHRI H. C. DASAPPA: It is rather a 
difficult thing for my friend to appre-
ciate. He thinks of labour; I am not 
thinking in the least of labour. They are 
not going to import White labour into our 
country. It is in the administrative side, 
in the managerial side where as many 
Indians as possible should be entertained. 
That is another thing to which I wanted 
to refer. 

SHRI BHUPESH GUPTA: And the 
shares? 

SHRI H. C. DASAPPA: They will all 
come in good time and many of them are 
getting now into Indian hands. 

The other thing that my hon. friend, 
Mr. Bhupesh Gupta, referred to was 
about the provision in the directorate for 
the representatives of the employees. I 
was rather surprised that he should have 
made such a tremendous volte face over 
that question. Sir, the other day he waved 
some pamphlet and said that they had 
this idea sometime back, that they did not 
favour the introduction of employees into 
the directorate. But here is the Report of 
the Joint Committee and the dissenting 
minute attached to it by his fraternity. 

SHRI BHUPESH GUPTA: You can 
save your time.   We all know that. 

SHRI H. C. DASAPPA: Messrs. 
Satyapriya Banerjee, K. K. Basu and 
another, gentleman have said very 
clearly that they would like to have 
employees on the directorate. I am just 
reading this: 
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'111 Chapter II, dealing with the 

appointment of Directors, we suggest 
that the provision should be made for 
the appointment of Directors from 
amongst the employees also. Often the 
Government are propagating that 
employers and employees are the joint 
participants of a common venture. 
Therefore, only by giving them a share 
in the management we can generate 
the feeling among the workers and the 
staff that they are so." 

And, therefore, I wonder how Mr. 
Bhupesh Gupta has chosen to give up 
that stand and now seriously say that 
he does not want the workers to be on 
the directorate. I have got a shrewd 
suspicion that it is because he and his 
fraternity have either lost ground 
tremendously or are losing ground that 
they do not want this. If it is a ques 
tion of finding representation for them 
on the directorate, it would mean that 
none of his fraternity would have any 
chance of coming into the directorate. 
So, that is the only explanation I can 
offer...... 

SHRI BHUPESH GUPTA: Profound 
originality,   great profundity. 

SHRI H. C. DASAPPA: Sir, with 
regard to the important question of 
managing agency, I would like just to say 
a few words. Practically every aspect of 
this issue has been considered and 
discussed threadbare and I do not know 
whether I should take much time. Sir, 
there are managing agencies and 
managing agencies. I do not think it 
would be fair to the managing agencies 
or even to this country which has been 
served by them to tar all of them with the 
same brush. There are quite a number 
who have given their very best for the 
country. Maybe that they started on the 
profit motive. I do not say that they have 
not, but to say that they have not 
contributed to the building up of the 
industrial economy of the land is, I think, 
altogether an overstatement and a wrong 
statement. And, therefore, let ns not 
proceed on such    a    basis.    1 

I myself in my little experience have come 
across certain managing agencies 
functioning in a hopelessly bad way. I can 
give one instance, rather two instances, one 
of a very big house and the other of a small 
local managing agency. Now, in the case 
of this big house, I expected when they 
started on an industry—that was something 
connected with Mysore—that they would 
make good their words which they assured 
to the Government of the day. But later on 
I found that they did nothing in fulfilment 
of what they held out to us and I am afraid 
that that particular industry has become 
now a lame duck, which it is impossible to 
recover. That is an unfortunate experience 
that I have had of a very big house. 

Another one is of a very peculiar 
character or may be of the normal 
character, in the sense of normality 
pertaining to the bad companies. This 
managing agency floated a company for 
the manufacture of a certain article. Thev 
had to find a chairman. So they hunted up 
a respectable gentleman and asked him to 
be the chairman of that company. Now, 
the chairman was supposed to have 
subscribed Its. 5000. worth of shares, but 
he had not parted with one pie. And 
likewise when he found that the thing 
was not functioning well he left it; 
another chairman was got and he too was 
not to pay a pie from out of his own 
hands. It was merely there, Rs. 5000 
worth of shares. And where did the 
managing agents get all the money from? 
They went about collecting shares and 
transferred those to the name of this 
chairman. All the while, they were 
receiving their directors' fees, rather 
heavy. And what is at the end of it all? 
They had collected about Rs. 10 or Rs. 12 
lakhs. There was nothing done. Possibly 
at the most they might have spent Rs. 
50,000 or a lakh of rupees on the 
concern. And today there is nothing of 
the 10 or 12 lakhs.* The rest is all gone 
towards the managing agents' 
remuneration and other expenses. That is 
a typically bad instance which has come 
to my notice. Therefore, I said, "There 
are managing 
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agencies and managing agencies", and it 
would not be right for us to only-look at 
those managing agencies which have 
misbehaved and forget all the good, 
efficient and patriotic managing agents. 

SHRI C. D. DESHMUKH: In this 
instance, is the loss due to the mode of 
management or is it due to the fact -that 
somebody set out to be a managing agent 
and collected money and then decamped 
with it? 

SHRI H. C. DASAPPA: There was 
hardly anything like management. 
They collected the shares all right, but 
they did nothing earnestly except that 
as managing agents they swallowed a 
good bit.......  

SHRI C. D. DESHMUKH; What I 
meant was, any other promoter could 
have done just the same thing. 
SHRI H. C. DASAPPA: Of course. 1 do 

not know whether my hon. friend, the 
Finance Minister, wants my corroboration 
on that. There are many adventurers, not 
necessarily in the capacity of managing 
agents, who resort to these things. In fact 
that is a ground which has been advanced 
by almost everyone that there is nothing 
intrinsically wrong in managing agencies 
and all the* evils that may have cropped 
up in the course of the functioning of 
managing agencies are evils which would 
easily have cropped up in the case of 
other concerns and have cropped up in the 
case of other concerns. Now, let me 
answer the hon. the Finance Minister. I 
know of co-operative institutions. Now, 
nobody, on the other side, can accuse co-
operative institutions of being capitalistic 
in character. How have these co-operative 
institutions beer functioning? I know quite 
a number o: co-operative societies which 
generally had not been managed well—I 
am sorry to say that. There is something 
wrong in many of them. I know also of 
such instances where the •secretaries have 
had a hay day when working in the co-
operative institutions. For instance, when 
there was control on iron 

and steel, a secretary would sell trie 
iron and steel to bogus people or his 
relations and do the trade in black- 
market and make fortunes. This is a 
thing which has happened in a co 
operative institution ........ 

SHRI C. D. DESHMUKH: Also, was 
not there an engineer in Mysore whose 
ingenuity cost about four crores? 

SHRI H. C. DASAPPA: Well, I am 
very thankful to the Finance Minister. I 
had that case in my mind, I did not want 
to disclose that on the floor of the House. 
It was a most wonderful venture on the 
part of a man. 

SHRI BHUPESH GUPTA: Were you 
then a Minister? 

SHRI H. C. DASAPPA: Yes. I will let 
you know what I did as a Minister in his 
case. Here was an adventurer who started 
giving not 10 per cent, or 20 per cent, or 
30 per cent, dividend, but 50 per cent, 
and cent per cent dividend and let me tell 
you that a lot of high-placed officials 
were taken in by this kind of promotion 
of this concern. 

SHRI C. P. PARIKH: All intelligent 
persons. 

SHRI H. C. DASAPPA: Yes, intelli-
gent. Also poor widows and others were 
taken in. 

SHRI BHUPESH GUPTA: May I 
know what you did with the officers? 

SHRI H. C. DASAPPA: I will tell you 
what we have done. If my friend is very 
anxious, I can give him the whole 
literature. But I can say this. Before we 
got into power, the matter had gone to 
the insolvency court and there the official 
assignee had got ceclared three pies in a 
rupee. When we got into power, we 
appointed a special committee and got a 
number of people who had taken 
unconscionable advantage to disgorge 
the gains to the extent such they had, and 
were abK-: to pay. instead of a quarter of 
an anna, six annas in a rupee.    That 
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is the thing which my friend Mr. 
Bhupesh Gupta should know. An 
important  official  was  sacked. 

SHRI BHUPESH GUPTA: What 
action? 

SHRI H. C. DASAPPA: That is the 
action that we took. Therefore, let my 
friend not meddle very much with me 
because I am on fairly strong ground 
when I speak on this matter. 

I would like to refer to another matter. 
My hon. friend, Mr. Kunzru for whom I 
have great respect and from whom the 
House has had a very good contribution, 
referred to corruption and nepotism in 
services. Merely because certain 
administrative sections misbehaved in the 
land, it does not mean that you can say 
that the whole Government is rotten. I am 
not pleading; I do not know whether I am 
in a happy position or in an unhappy 
position. There is the! capitalist 
triumvirate just behind me and the 
Minister in front of me. I am like a buffer 
more or less. 

AN HON. MEMBER:   Take care. 

SHRI H. C. DASAPPA: I am well 
able to take care of myself. But what 
I wanted to say was this. Let nobody 
mistake me that I am trying to defend 
anybody who resorts to these mal 
practices. What I was pleading with 
my friend, Mr. Kunzru is that it is a 
wholly wrong picture that we are 
drawing, as though there is no truth 
in India; there is no honesty; there is 
no patriotism; there is no skill. That 
would be altogether a wrong thing. 
We have not done badly in the past. 
But consider .......  

SHRI H. N. KUNZRU: Whoever 
brought  such a charge  against India? 

SHRI H. C. DASAPPA: The charge is 
that the managing agency is something 
very rotten. They have used epithets like 
thugs, humbugs and so on in 
characterising them. I say it is not  
correct.     We     are    unnecessarily 

77   RSD.—5. 

painting  ourselves  in    too    thick    a 
colour. 

In regard to these managing agencies 
what we have to be mindful of is that we 
must see that their propensity for 
resorting to these malpractices is clipped 
and effectively clipped. That is the main 
thing. It is as much as to say that there 
must be proper regulation. I think that 
this measure is going to secure that result 
and I have absolutely no doubt about it. 
Therefore, when we talk hereafter of the 
functioning of managing agencies, it 
should not be on the basis of how they 
have behaved in the past, but how they 
are going to behave in the future. That is 
a very important point. That is, I think, 
what the hon. the Minister also says—
that it is not possible for him today to 
give a date by which he will liquidate 
these managing agents. I think it is a 
perfectly justifiable and reasonable stand. 
Suppose by the coming into operation of 
this measure you find that they are really 
becoming the trustees of their money, 
their funds and their talent for the benefit 
of the country. Should it be a thing on 
which we should weep over and should it 
be a reason for us to do away with the 
managing agents? Therefore let us wait 
and see how they are going to behave. In 
fact, when there are these many 
safeguards here, I felt that the 
Government was on its trial because they 
have got to see that they are properly 
exercised. But, even more than the 
Government being on trial, it is these 
managing agents who are going to be on 
trial. In the early days, these people, 
because of certain amount of enlightened 
self-interest, built up these industries in a 
fair way, but because of certain 
temptations which supervened during the 
war, some of them fell from their ideals. 
Well. I feel that today they may recon-
sider their own part that they have to play 
in the rebuilding of this nation and I 
expect them to render really good    
patriotic service. 

The second thing that we must 
remember is,  of course,    that    which 
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stated by some hon. friends. We have got 
the Second Five Year Plan. How are we 
going to achieve the results—production 
on the one hand and employment on the 
other? I have a shrewd suspicion and I 
hope I am wrong—that friends like Mr. 
Bhupesh Gupta and others are going to 
sabotage this Second Five Year Plan that 
we have got before us ami then say that 
we have not been able to accomplish it. I 
am sorry, but I have got to speak in this 
strain because nobody who has got a 
desire to see that this Five Year Plan 
becomes a success can afford to resort to 
monkey tricks. It is impossible. Here 
there are thirty thousand companies 
managed by managing agents and do you 
think that it would ever be possible for us 
to dislocate the whole of production in 
the land merely by listening to my friend, 
even granting that there is some meaning 
in it.' I think it is altogether a very very 
wrong thing for us to follow. 

(Time bell rings.) 

I  will ...... 

MR. DEPUTY CHAIRMAN: How 
much time will you take? 

SHRI H. C. DASAPPA: Just two 
minutes. 

SHRI BHUPESH GUPTA: There is 
a shrewd suspicion.    I would .........  

SHRI H. C. DASAPPA: I thought there 
was some very important point in what 
our friend, Mr. Ghose said. He said, "I 
grant that the managing agents have 
behaved very well. They have 
contributed to the building of the 
industry. Even so, they are a little out-
dated because they do not lit into the new 
ideology of India, the socialistic pattern 
of society. And, therefore, however 
useful a function they may have 
performed, it is a thing which is not 
desirable." There is some point in that. 
Sir, a realistic approach to this question 
can only lead to one conclusion and it is    
that    we    must 

retain the managing agents as long as it   
is   absolutely   necessary   for   us   to 
do so. 

There is one other thing and I will 
finish. We have had a political revo-
lution—a peaceful revolution. Now, the 
question is one of having an economic 
revolution. Are you going to have it on a 
peaceful basis or not? In fact we have 
had the merger of all the princely States, 
a revolutionary achievement in a 
peaceful way. In this as in other things 
we have had a   revolutionary  evolution. 

SHRI BHUPESH GUPTA: What is 
that? 

4 P.M. 

SHRI H. C. DASAPPA: That is to say, 
without waging a war against capitalistic 
society or trying to upset the whole 
existing social order and shedding any 
blood, we are working out this kind of 
evolution which is of a revolutionary 
type. And consistently with our past 
traditions we must act in the future. In 
the political field we have had the ideal, 
"spiritualise politics" I would say in the 
economic field, "spiritualise economics". 
With these words I support the Bill. 

SHRI H. C. MATHUR (Rajasthan): Mr. 
Deputy Chairman, the importance and 
significance of this Bill before us, over 
which we have poured so much of 
labour, can hardly be over-emphasised- 
This Bill does not concern only the 
business community, but it concerns all 
of all. It concerns us very much because 
it effects us in our every day life 

Sir, in the present context of things 
when we are developing our economy, 
the importance and significance of all 
such measures, which go to regulate and 
control industry and commerce, becomes 
all the more greater. We know, Sir, that 
we. in Asia and Africa, have a population 
of more than 60 per cant, of world's 
entire population, our income is hardly 8 
per cent. Now in such  a context  we    
cannot  take  any 
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decisions in a light-hearted manner. We 
will have to weigh and consider all the 
aspects very thoughtfully. We are not 
prepared to be carried away by any 
sentiments, prejudices or predilections. 
There may be many things which we 
may not like but we will have to examine 
them and their propriety in the present 
context of things, in the light of the 
targets and the aims and objectives that 
we have before us. Sir, I speak in this 
context and with full realisation and 
appreciation of all these facts. 

Sir, I feel very much concerned about 
the way in which our industry and trade 
have discharged their obligation to the 
country. There are many bright spots, we 
have done many good things. We have no 
doubt about it but we have not to our 
credit very healthy traditions, the 
business integrity ffbich the business 
community have built so far. They do not 
command the respect which we would li'-
a them to command, for instance, the 
judiciary for which we have a great 
respect. Our business and industry have 
made marvellous progress in many 
spheres. Many people have contributed to 
it and we owe a debt of gratitude to them. 
But still I have not the least hesitation to 
say that the business integrity and 
traditions are not such as we could be 
proud of. We have now to take all 
necessary steps which we can, to 
eradicate the necessary evils which at 
present subsist in our system and we have 
to adopt ways and measures which will 
help us in bringing about a social 
structure which we have envisaged and 
which we visualise and aspire for. 

In this respect my first thoughts go to 
the industries and enterprises run by the 
Government, because I am very anxious 
that these enterprises should be run in an 
ideal manner. Unfortunately, our 
experience has not been very happy, 
possibly because we have not got the 
experience, possibly because we have 
not got the necessary personnel and may 
be, for many other reasons.    It    is    no    
use  citing    any 

examples 01 illustrations here. We know, 
Sir. that in any industrial enterpriser 
which the Government have taken up, 
they have not faired well. It has not 
created any confidence in our minds and 
in the minds of the general public. We 
read only the other day about the national 
transport in Bihar which is a State 
industry. We know of certain industries in 
other States and we know of certain enter-
prises which were Centrally undertaken, 
Why I lay particular emphasis on this is 
because it is our decided policy that we 
want to have all the key industries, (the 
essential industries being gradually and 
progressively nationalised and run by the 
Government. If we are to succeed in that 
policy, it is not the capitalists whom I fear 
or for whom I care very much, because 
they cannot sabotage our scheme, they 
cannot obstruct us in our progress in that 
direction, we should guard against our 
own failures in these enterprises which 
are likely to sabotage this ideal and 
objective. So we have got to be very 
careful in this matter. We have got to 
evolve a system which will be in the best 
interest of the industrial progress of this 
sector. 

Sir, I do not wish that we should be 
told that these institutions, which we are 
setting up, are independent bodies. I do 
think we need set up independent 
autonomous bodies but this autonomy 
should be. of a limited nature and of a 
limited character. What I would suggest 
is that these enterprises should have all 
the liberty to carry on their day to day 
administration. They should not be 
forced for unnecessary rigidity. The 
management should be able to do what is 
necessary in the best interest of that 
concern. There need be no reference as 
there is a great difference between 
dej»artmental working and the working 
of an industrial enterprise. I wish there 
was flexibility, I wish there was authority 
in these enterprises. In a Department we 
have got to go through so many 
procedure— reference to the finance, 
previous sanction and so on—and it is 
only these restrictions  and these   
'hannels  which 
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re&ponsible for a failure of certain 
enterprises which were started by the 
Government. We have heard something 
about Nilokheri and Farida-bad. I have 
gone there and I have seen these 
industries; why they have all failed and 
why they are now being transferred to 
private enterprise. So I do maintain that 
while there must be all the flexibility, 
autonomy should be limited and it should 
end there. There should be a judicious 
control over it. The Auditor-General must 
audit the accounts. I will go a step further 
and say that the Public Accounts 
Committee of the Parliament must 
examine these accounts and the audit 
report. It should be placed on the Table of 
this House. There must be that control. I 
am not for super-autonomous bodies, I 
am for limited autonomy which will 
permit these concerns to run their day to 
day administration in an efficient manner 
but all these institutions should all the 
time be aware of the control which the 
Government and the Parliament have to 
exercise over them. 

In this connection, another thing which 
is very necessary is the personnel to be 
trained. My hon. Friend, Mr. Ranga, who 
is so watchful and vigilant, was not even 
aware what we have done in this matter 
because we have done little or nothing. It 
is not that this question does not engage 
the attention of the Government. This 
question, I believe, was taken up as early 
as 1950. The Joint Committee on 
Industrial Administration and Business 
Management of All India Council for 
Technical Education submitted in 1956 a 
report. But so little has been done in this 
matter that even the well-informed 
Members of Parliament know very little 
about it. At least we have never received 
any literature or information on this 
subject. I made certain enquiries about it 
and in 1954 I received a note which only 
goes to show that little or nothing has 
been done in this direction. This is a very 
important affair. It is not only the 
engineers that we have got to train but 
we have to    train    people    in    the    
industrial 

management for our concerns which we 
run as Government concerns, and also to 
make such personnel available for private 
industry and private enterprise. I hope, 
Sir, that necessary steps will be taken in 
this direction even from now so that the 
progress in this sector is not retarded. 

Now, Sir, passing on to the private 
•sector, so much has been said about the 
managing agency system. We all are fully 
aware of the abuses with which the 
managing agency system is associated. 
But I think, apart from the contribution 
made by the managing agencies, all of 
them—there may, of course, be an 
exception of one per cent., two per cent, 
or five per cent.—had, I believe, only one 
purpose, not of developing the industry, 
but the purpose of making money. But I 
do not find fault with it. There is nothing 
wrong about it. Everybody seems to be 
engaged in making money. Now in the 
present context of things we are trying to 
regulate the business, we are trying to 
regulate the managing agencies, as well 
as the other institutions. And this Bill has 
certainly put a number of restrictions on 
the managing agencies as well as on the 
directorates. 

Sir, if the managing agencies can be 
charged with all these abuses, the 
managing directors could also have been 
charged with the same abuses. It is not only 
that the system of the managing agency is 
such that these abuses are possible. If a 
particular gentleman could get a house 
built out of a certain factory material, 
because he was a managing agent, a 
managing director could have also done the 
same thing. But there is the least doubt 
about it that these abuses are more open to 
the system of managing agencies. And, 
therefore, it is that a ■ frontal attack has 
been made against this system, not because 
of its past lapses, but because this system is 
more open to abuses than the other one 
which is obtaining in other countries. And 
it would not be correct to say that the 
Indian genius or the local conditions, or 
our past traditions 
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demana that this managing agency is the 
only suitable system. I do not see 
anything of that type, Sir. We have 
developed this system because of certain 
historical reasons, and because of certain 
other reasons, and it has remained there. 
That is all right. But if certainly is open to 
more abuses, and there is no reason for 
our capitalist friends to be very much 
afraid, if this system is done away with. 
They might be afraid as to where they 
would go. But I can tell them that they 
are going to remain in this country, and 
they are going to be the people who will 
run the industry. Whether they run it as 
managing agents, or as managing 
directors, or as directors, that will be a 
different question. But they are certainly 
going to run the industry. And these 
businessmen, shrewd as they are, know 
how to adapt themselves and where to 
adapt and when to adapt. It is only so far 
as they know that they can bamboozle the 
Government in taking a particular 
decision that they stick to their guns. And 
once they know that the Government is 
made up of some tougher stuff, there is 
not the least doubt that, shrewd business-
men as they are, they will adjust them-
selves to the system. We were told that 
the abolition of the jagirdari system or the 
abolition of princedom would result in 
chaos and confusion, and that there 
would be anarchy and all that. But 
nothing of the kind happened, and it is 
now the time when we should do away 
with the managing agency system, 
because this system is so rotten. The 
princes had their great merits, and the 
jagirdars were, in fact, the real leaders of 
their groups at a certain time, and they 
had ail the qualities of leadership in them. 
But when those qualities deteriorated and 
when they became nothing but exploiters, 
it was easier for us to do away with them. 
But on the other hand, if they had 
retained their qualities of leadership, and 
if they had continued to work for their 
people, it would not have been possible 
for us to do away with them. Therefore, 
the same thing applies, and with the same 
emphasis, to our friends, and to 

the business houses to which such 
references have been made. They have 
also, during all these years, acted in a 
manner that they have forfeited the 
confidence of the public to a very large 
extent. And the entire public opinion at 
the present moment runs against them. 

In this connection, Sir, I recall to your 
attention the atmosphere which prevailed 
in this House and in the other House 
when the fourth amendment to the 
Constitution was passed. There was not a 
single dissentient voice. We passed +.hat 
measure unanimously. Why? Because 
every Member in this House felt 
enthusiastic about it. That is the direction 
in which our minds are working. That is 
the direction in which the mind of the 
entire country is working at the present 
moment. Sir, we have not the courage 
possibly to go into the spirit of that 
direction. And because of that you find 
the Members of this House— not only on 
this side, but a vast majority of the 
Members on that side also—having no 
good word for the continuance of the 
managing agency system. And those 
friends who have supported it a little, 
have supported it only as a temporary 
measure, and they have supported it only 
as a necessary evil. 

Sir, I wish we could realise the spirit of 
the times. We have got a very great 
respect for our industrialist friends, and 
they will certainly have an honoured 
place in the future setup of this country 
only if they realise, now and here, how 
they have got to proceed in the matter. 
We • cannot do away with them, and we 
have not the least intention of doing away 
with them. They have got to play their 
role adequately in the future set-up of the 
country. 

Sir, these restrictions which have been 
placed here are only a matter of fun to 
most of our friends. They are far too 
ingenious to get over them. We say that 
we have placed a restriction here that no 
relation of the managing agents would be 
the buying or the 
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even now, when we have not yet passed 
this Bill, they have gone into action. And 
this Bill will not be able to touch them in 
the least. They have accepted all this 
interference in their day to day working, 
because they rely on their ingenuity and 
their corrupting influence which they can 
bring about. So, let us not depend on 
these reservations and restrictions, 
because these restrictions and 
reservations which are meant, mostly for 
big businessmen will not Affect them 
very much. They will affect very much 
the smaller man who is in business, and 
who will find it very difficult to comply 
with the provisions of this Bill, and also 
who will find himself harassed by some 
of the officers. 

Sir, another argument that was 
advanced for the retention of the 
managing agency system was that the 
incentive was very necessary. Very much 
was made of this point. Incentive is 
certainly very necessary, and I defl-n.tely 
agree with everyone here who has said 
that we should not take away the 
incentive. But we must have a healthy 
incentive. That is all that I will have to 
say. I do not go beyond that. We must 
have a healthy incentive. The alternative 
method which we are proposing does not 
take away the incentive. It does also give 
all the necessary incentive, but when we 
are talking about incentives, may I ask: 
Have you ever also thought about the 
incentive to the labourers? That is an 
important point. Labour plays a very 
important part in the production sector, 
and if you are thinking all the time of 
incentives being provided to the 
capitalists—to which I definitely agree 
that we must have the incentive—what 
about the incentive to labour? What have 
you done about it? I am surprised that 
even very modest requests or demands 
which have been made about 
participation by labour have not been 
acceded to on the ground that there would 
be no homogeneity. What do you mean 
by that? If you and labour cannot   see   
eye   to   eye, 

there is no homogeneity and you can 
not go very much for that ..........      ' 

SHRI H. C. DASAPPA: Who has said 
that? The capitalist friends may say that 
but not the Government. 

SHRI H. C. MATHUR: This Bill says it 
and it does not provide for it in spite of 
our asking for it. That is my point. 

SHRI H.  C. DASAPPA:       That    is 
under consideration. 

SHRI H. C. MATHUR: Yes. That 13 
why I am pressing my point with all the 
emphasis when it is under consideration. 
We must consider this modest demand 
which is very legitimate. If we have a soft 
corner for incentive by the capitalist, we 
must also provide for incentive by the 
labour and I am afraid our capitalist 
friends are unnecessarily apprehensive. 
They are so much afraid of themselves 
and of their future. They don't have the 
courage to see it and face the situation. I 
had occasion to visit certain factories. I 
don't wish to draw any hasty conclusions 
by visiting a few factories in the West 
where all these three methods have been 
tried. I happened to go to a factory where 
the labour has completely taken over and 
is managing a big factory. I might submit 
that though the labour is feeling happier 
because of the freedom and the 
psychological factor, the production has 
gone down and their remuneration also 
has gone down. There is nobody against 
whom they can complain but that is 
actually the state of affairs. That factory 
was run by a capitalist but I am not talking 
of a country like U.S.S.R. I am talking of 
a country which you can hardly imagine—
it is France. In Paris itself-there is one 
such factory but that is the state of affairs. 
I saw another factory where the labour has 
got all the incentive, i.e., participation in 
the management and they were given in-
centives in so many other forms for 
increased production, I might name that 
factory—it is  Merlin Geras    and 
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those people are doing wonderfully 
well. Every engineer, every labourer 
and every servant of the company has 
his attention all the time on thinking 
as to what methods he can evolve to 
increase the production, what sug 
gestions he might make so that their 
representative      director      on the 
management can put it through; and 
those people give to the person who gives 
this idea or who suggests this improve-
ment a particular share iri the profit 
which accrues because of the improve-
ments so effected. It again has another 
advantage because it breaks the trouble 
between the labour and the capitalist. It 
removes the middleman, the politician, 
the man who goes and creates trouble 
between the labour and the capital. I don't 
say whether it is communist or socialist 
or anybody. It cuts out that man and it 
does immense good to the industry itself. 
I don't know why our friends are feeling 
so sny of it. They must have courage and 
they must go all out for it. The demand 
should be from them and it is in their 
very best interests if they can foresee and 
if they can judge things for themselves, a 
little ahead of the times when things 
would be forced upon them. It is now 
time. If they suo motu take this attitude, 
they will be happier for it. 

ifou are looking at the watch. I will 
only touch one other point before I sit 
down. I will not refer to other important 
aspects of this Bill at this stage. 

The third point which I wish to refer is 
about foreign capital. I stand here 
without hesitation for inviting all the 
foreign capital that we might attract to 
this country for the building up of this 
country. There is no harm in it but 
certainly I cannot agree with the foreign 
capital coming in the way in which it is 
coming at present or the foreign capital 
working in a manner over which we have 
little or no control. I don't say absolutely 
that the foreign companies should be 
treated in any different manner.   I wish 
we have 

all the necessary control. The Gov 
ernment must have all the necessary 
control. We must give to the foreigner 
all the security which we are giving to 
the Indian citizen himself, but we must 
see that the foreigner, while earning 
his legitimate profit, cannot think in 
any other manner but in the interest 
of the national development. That is 
not so, and for this we will have to 
take certain steps. We must in future 
agreements that we arrive at with 
individual companies, make all the 
necessary safeguards about it and those 
companies must have at least some 
directors who are Indians. We cannot 
let them exclusively manage in a 
manner that they like. My friend 
Prof. Ranga who spoke about it, 
compared it and said that............  

AN  HON.   MEMBER:   What  is    the 
company you have in mind? 

SHRI H. C. MATHUR:  ........ we were 
not attracting foreign capital and he 
wanted to quote certain facts and figures. 
He said that India had got much less 
from U.S.A. than what Philippines had 
got or what Canada had got. I think that 
comparison is absolutely out of place, to 
say the least. Canada's economy *s 
completely tied down to that of the 
U.S.A. and we cannot put ourselves In 
that position. Philippines also is not to be 
compared with India in its relationship 
with U.S.A. We made it clear even then 
that we would welcome capital and 
foreign aid from all the countries— 
U.S.A., U.S.S.R. and U.K. included, but 
on terms which are suitable to this 
country and only with one aim and with 
one object, i.e., the national development  
of this country. 

Now, Sir, so much has been said also 
about the shareholders' interest in these 
companies run by the managing agents. I 
don't see why we have not been able to 
agree to this proportional representation. 
This is absolutely a simple matter and as 
far back as in 1938 the Congress leaders 
themselves put forth this idea audi 
strongly   supported  it.    If    anything, 
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ahead and in a direction when such a 
proposal would be easily acceptable. It is 
not that there are warring groups among 
the shareholders. My hon. friend Mr. 
Dasappa asked, "What difference does it 
make? All the directors are there and all 
the other shareholders who are not in the 
majority do not have any clashing or 
conflicting interests." But Sir, the fact is 
these directorates are "packed" by 
nominees of the managing agents and if 
we have a director who is outside that 
ring, he will be able to keep a little check 
over the abuses which the managing 
agents. indulge in. He will be a healthy 
element in the directorate. That is why 
we want that directors outside this ring 
should find a place here. We have made 
some provisions for that and even the 
Government have taken certain powers in 
their hands to nominate directors. But, 
Sir, that is not at all satisfactory. We 
definitely feel that it should be left to the 
shareholders to be able to put in a 
director when on the proportional basis 
they are in a position to do so.   Thank 
you. 

SHRI AKBAR ALI KHAN (Hyder-
abad): Mr. Deputy Chairman, the 
Companies Bill which about 20 years 
back would have , interested only about 
half a dozen people is being discussed 
today threadbare, not only by Members 
of Parliament, but everywhere in the 
country. It has evoked the active interest 
of all in view of the amendments 
proposed in the existing law. To me, Sir, 
this is a matter of great satisfaction, 
because this is a subject that concerns not 
a few only, but it is one that concerns and 
concerns very deeply our economic 
reconstruction and the development that 
we envisage in our Second Five Year 
Plan. 

Sir, it was to me to a certain extent 
disappointing when the hon. the Finance 
Minister made his speech piloting this 
Bill in this House. The speech was, with 
due apologies I may tay, very sketchy,      
and to me    very 

unsatisfactory in the way he took it for 
granted that the speeches that he had 
delivered in the other House should be 
read over and should be taken as a 
prelude to his speech here, which was 
confined to the amendments. I do not 
know, Sir—there are more senior 
Members here than myself—but I feel 
that the convention of this House is that 
when a Bill is piloted, it is piloted as if it 
is done afresh, and everybody has the. 
opportunity to know not only a few 
things here and there, but the whole 
background of the enactment and 
legislation. The hon. the Finance 
Minister, I know was fatigued, he was 
exhausted for he had spoken on the 
matter so thoroughly in the other House. 
But when he comes- to this House, I am 
sure he will also make us all feel that he 
has the same vigour and the same 
freshness as he applied in the other 
House. That was by the way. 

Sir, from this long discussion in this 
House, two things have become very 
definitely clear. Firstly, every one of us, 
including my hon. friend Shri Bhupeh 
Gupta, the leader of the Communist 
group has agreed on this point that we 
want more and more production and we 
want more and more employment. There 
is no difference arid there cannot be any 
difference on that. There is another issue 
on which also we are all agreed and that 
issue is that when we want more and 
more production and employment, at the 
same time we do not want concentration 
of wealth or production in a few hands, 
but wewant social justice. I do not think 
even our friends the capitalists on this 
side of the House question, or say that 
there should be no social justice and that 
the economic strength should be 
controlled only by a few. My hon. friend 
Mr. Dasappa was very lucky in being 
sandwiched between the capitalists and 
the Finance Minister. But, Sir, I am in the 
unfortunate position of being sandwiched 
between the Opposition and the 
capitalists. So I may be saying a few 
things in    this 
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connection which might not be in 
agreement either with the Opposition or 
with this  side of the House. 

SHRI V. K. DHAGE: The hon. Member 
is in the centre all right. 

SHRI  AKBAR  ALI  KHAN:   I   hope so,  
and I think that is    the    method followed  
by  this  Bill,  it  has  adopted the golden 
mean.    It is on that score that,   I think the  
hon.    the    Finance Minister and also the 
Select Committee deserve  our   tributes.    
Here    is     one side  saying,     "It is  all a 
triumph  of the capitalists.    They are all 
jubilant because  the   amendments  have     
been brought in and the managing  agency 
system is there and it is everything." But 
my hon. friends on this side say, "Well,  it 
is now  to be  a    socialistic pattern   and   
socialistic    ideology   has gained     
ground.     Every    check     and every 
curb has been put on the private sector.    
Also it is not now possible to invest 
money or to do anything in the private    
sector."        These    respective positions  
taken  by  the two    extreme sides make it  
absolutely    and    abundantly clear that 
this measure before us^ is   a  sound  
measure.     Considering the attitudes 
adopted by the two sides, this is  a 
measure which    considering the existing 
facts we,  as realists, can say is in the 
interest of our country. My  learned  
friends  on  the    opposite side,   therefore,     
as    represented     by Mr.   Bhupesh   
Gupta—I  will   not   say that  they  suffer 
from  an    inferiority complex,   for  that  
would  offend    my learned   friends—I   
would   simply   say that they should have 
a    little    more confidence  in  
themselves.    When    we deal  with   a  
thing,  we  deal  with    it with  the   
confidence  that  if  anything goes wrong,  
we will  have the power to control and 
correct it.    I    do    not think that  because  
in  days  gone  by, the managing agents 
had done wrong acts,   because    they    
had    committed some  malpractices,   
because   they  had not served the country 
as they should have, because      they      
had    not    the objectives   and  the 
motives  that thev ought  to  have    had,     
therefore,     we should    condemn     them       
wholesale. 

That,  Sir,  will   not    be    the    correct 
attitude. 

I say,  they have been the pioneers of 
industry.    They have built up our textile  
industry,   our    jute    industry, our cement 
industry and several other industries.    In  
those difficult times it was not an easy 
thing to build up any industry.    I  accept    
that    when    the Britishers  thought  of   
this    managing agency system, which has 
really been the subject of discussion and 
the bone of contention, they really were 
guided by    their    own    self-interest.       
They thought that they would get a greater 
advantage;   that    was     certainly     the 
idea.    It is not only this.   Do not my 
learned friends remember the Minute of 
Lord Macaulay when he wanted to 
introduce   English?     Could     you    say 
today that the teaching of English had been 
an unmixed evil?    Certainly not. 
Similarly,   this  institution  h.as  not  at ail 
been an unmixed evil.   It has done its best; 
it is entirely a different thing that in the 
present context of things, especially in 
view of the malpractices during the war, 
we are of opinion that it  cannot  exist  and 
should  not exist as it existed in the past.    
It is with that   object   that   these     
checks     and counter-checks    have    been      
placed. Generally,  the avenues through 
which they  wanted    to    benefit    
themselves were   through   the     selling     
agencies, giving advantages to their own 
people and so on and so    forth.    All    
these things   have ^been   looked     into     
and effective  checks  have  been  put.    
Let us give this system a trial and see how 
far this new life to this system helps in   the  
industrial  development  of  the country  
and  serves  the  best  interests of the 
country.    When we are having big  
programmes   of  industrial   expansion,   
we cannot  start by  condemning wholesale    
all    those    persons    who. though   they  
may  have  some defects, have   done  well    
in    the    past.     My learned friend,  Mr. 
Mathur, said that they would adopt any 
method.    That is true.    The skill is there 
and it has to be appreciated but what we    
want is that they should adopt    the    right 
I   methods. Let us give them a trial;    if 
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they behave properly and in the bes". 
interests of the country, they will 
certainly leave their name but if they do 
not behave they will go and ^he limited 
managing agency that is being accepted 
now will also have to be radically 
modified. 

There have been certain suggestions 
about labour participation. I would 
confine myself to one or two things 
because this point has been fully dis-
cussed. I do not approve of this measure 
in the interests of industrial development. 
The instance given by my friend, Mr. 
Mathur, where the whole factory was 
transferred to labour is an entirely 
different thing. Labour became 
responsible to carry out the whole thing 
but when you bring in an element which 
may not work—and as things stand it is 
probable that it will not work—in the 
running of an industry, I am sure it will 
create difficulties and it might give a set-
back also. 

SHRI H. C. MATHUR: On a point of 
correction, Sir. What I said was, when 
they were running it, production had 
gone down a little bit but where the 
participation was there, it was at its best. 

SHRI AKBAR ALI KHAN: My hon. 
friend  accepts  that  the  profits     had 
gone down when they were running it. 

SHRI H. C. MATHUR: There were 
some  other  disadvantages   also. 

SHRI AKBAR ALI KHAN: On one 
point he is with me that if the work is 
entrusted to those who were not properly 
skilled, the industry will suffer and 
production will go down. As regards the 
other thing, it may be that participation 
might have gone on well in one or two 
instances but I feel that in the present 
circumstances of our efforts at 
development of industry this is likely to 
create difficulties. When I say that I do 
not mean that proper attention should not 
be given to labour problems or to the 
improve- 

ment in the conditions of our labourers. 
That is a matter that must be dealt with 
and the fullest attention should be paid to 
it. It should not be done by a change in 
the Company Law. The question is: 
Which is the proper place and proper 
occasion to press for it? I feel that such 
an addition will not be in the best 
interests of the development of industries. 

SHRI H. C. MATHUR: Are you aware 
of the Labour Minister's recom-
mendation? 

SHRI AKBAR ALI KHAN: When that 
comes we will consider it. 

SHRI V. K. DHAGE: Then he will 
support it. 

SHRI AKBAR ALI KHAN: My learned 
friend has more knowledge of these 
things than myself. I accept that. My own 
view is this. There is a certain demand of 
labour. I do not blame anybody. We want 
our industries to develop and here, I 
think, Mr. Bhupesh Gupta and his party 
might help us as he is of the same view. 
So far as production is concerned we 
should not hesitate to do anything to 
increase it subject to certain accepted 
principles. In the present context of 
things, I feel that the participation of 
labour in industry might hamper our 
production. 

SHRI V. K. DHAGE: They are 
participating now. It is only a question of 
management. 

SHRI AKBAR ALI KHAN: Partici-
pation in the management of industry. 
That is what we are concerned with now. 

The other thing that I would like to 
place before you is this. There is a new 
institution called the secretaries and 
treasurers. I accept the ingenuity of the 
Finance Minister and of the Members of 
the Committee in that they have brought 
out a new institution. 
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They have not brought it out. It is 
already in  existence in  South India. 

SHRI AKBAR ALI KHAN: But not in 
the same way as in the Bill. It was not 
recognised by virtue of the provisions of 
the enactment. 

SHRI J. S. BISHT: They have formally 
recognised it now.    That is all. 

SHRI AKBAR ALI KHAN: As such, I 
have my doubts that it may also develop 
into another kind of managing agency 
system. If you want this new institution 
to work, you must put in certain 
limitations and restrictions so that the 
purpose and the object that you have—
that is, to train the best men to take up 
this work instead of having the hereditary 
business of people in the family taking 
up these posts—may be fully 
safeguarded. Otherwise, this institution 
also will get into the evil ways that we 
want to remove from the managing 
agents. 

Besides  this,  as had been pointed out 
by my learned friend,    Mr.  Mathur, 
there was a suggestion in 1951 for train-
ing  candidates   on  business    methods 
just as we have for the Administrative 
Service.    That is very necessary in the 
changed conditions of the country.    If we 
do not attach the greatest importance to 
this  and if    We  do not take all   the   
necessary   measures   to   equip our 
young men with the art of business     
management,     all    these       hig 
schemes, especially those in the public 
sector,  will fail as is apprehended by my 
hon. friends.   What we have to see is that  
we create business    skill.    In the past, it 
was only certain    sections who used to 
hold posts hereditarily in the military and 
in business.   But now we want to make it 
that every    man who has got that 
capacity should    be given that 
opportunity so that he may prove worthy 
of that position in which he is being put 
there. For that special attention will have 
to be given to see that the business  
administration,    the skill is being 
developed and all opportunities are 
provided for them. 

One thing in the last, Sir. I feel the 
Government in this amendment has taken 
a very huge responsibility on it I would 
have preferred a statutory authority which 
would be dealing with these matters 
because at least that would have been 
something between Government and the 
business community because my 
experience is also the same as of some 
other friends, Sir, that whenever 
Government takes up some business that 
rigidity, that red-tapism and all those 
things creep in and the things that are 
required to give life and progress to a 
business, they are lacking. So I hope, Sir, 
that the Government, when they are 
taking the responsibility, will give due 
thought to this matter so that the whole 
structure and the whole idea of economic 
reconstruction may not fail because it has 
passed into hands which were to say the 
least, were inexperienced and were not up 
to the mark. 

With these observations, Sir, I com-
mend the Bill for the approval of this 
House. 

JANAB     M.   MUHAMMAD    ISMAIL 
SAHEB   (Madras): Mr. Deputy Chair-
man,  in  view  of  the  discussion  over 
this  Bill  in the  other House  as well as  
in   this  House  it   occurred  to  me that  I 
may ask a question and raise a point, only 
one point, and it is for that  purnose,   Sir,  
I   am   on  my  legs now. But before I ask 
that question I would   say—and   I   am   
not   flattering but only stating a fact 
when I say— that    the    Finance    
Minister    in    his speeches made in the 
other House as well  as  in this  House     
attempted to take   and   present   an      
objective   and factual picture of the 
industrial situation of the country as it is 
now and as  it     would  be  as  a result     
of the administration  of  the  Bill  before  
us. Sir,  he  speaks  of  the  restraints  and 
restrictions that are being forged   by the 
Bill being like hedges grown but not like 
fetters  on private enterprise. Really   
these     provisions   of   the  Bill should 
be even as he claims them to be. They 
should not come to occupy a position, as a 
Tamil proverb goes, to 
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choke  and to devour  the   
 crop which they   are   intended   to   
protect.     There are  very many  
provisions  one  would feel nervous 
about. I  think there  are nearly  a  
hundred     provisions  in  the Bill which 
impose one kind of restriction or another, 
which empower interference in the 
private industry. These provisions can be 
so worked as to convert    virtually   the   
private    industry into  a Government 
concern—only the Government will not 
have to find the capital for it. Such a 
situation, Sir, in the   administration   of   
the   Bill   must be   avoided   and  the  
private  industry ought to be given  a 
chance to -prove itself   once   again.     In   
the   socialistic pattern  of society which 
the Government and the Parliament have 
adopted, private     sector   has   been   
allotted   a definite   place. Mixed   
economy  is  the method   by   which   it   
is   intended   to reach the socialistic 
pattern which lias been   set   before   the   
country.     That being  soj  every fair 
chance  ought  to be  given  for the  
private  industry  to werk itself to the 
benefit of the country. When I say that it 
should have a chance,   it   should   have   
a   reasonable amount  of freedom  to  
work;  it does not  mean  that  it  should  
not  be put under  any curb  or  check.    I  
do not mean that leissez faire should be 
the policy; that policy has become a thing 
of the past. The aim and object of the 
State   should     certainly   be   to   avoid 
concentration     of   wealth      in   a   few 
hands, to avoid formation of tycoons, 
cairtels   and   monopolies.     These   are 
things which would condemn the vast 
majority     of     people     to     economic 
slavery.     Therefore,   every   step   must 
be taken to avoid such a contingency in 
which these things like monopolies and   
cartels   would   grow. The   economic 
system of the country must be so 
formulated and managed that the base, the   
floor   should      automatically   rise 
without   any  artificiality  or  arbitrari-
ness  in  it  and the  ceiling will  come 
down  or,  in  other words,  should not go  
up  beyond   a  certain  limit. At the same 
time  that system must  also  be capable  
of  being     managed  even  by average   
people   if   it   is   to   be   of   a 

permanent nature. Such a system also 
would indeed necessitate reasonable 
restraints, controls, limits and so on. 
Now, Sir, the Bill has got very many 

provisions. I said there were nearly a 
hundred provisions which restrained the 
industry in one way or the other. Take for 
example clause/ 198. It sets a maximum 
for the remuneration; it prescribes 11 per 
cent, as the maximum remuneration which 
the managing agents or managers are to 
get. Here in the figures that have been 
supplied to-the Members as for 1951-52 
with regard to the affairs of the companies 
managed by managing agents, the 
managing agents have earned a profit 
which works out at 17.63 per cent, of the 
earned profit. When we take into 
consideration the fact that they are getting 
dividends on the shares and also interest 
for the moneys advanced by them to the 
industry they are managing, this 17.63 per 
cent, is rather high and, therefore, in my 
view, Sir, the prescription of the Bill that it 
should not be over 11 per cent, is right and 
correct. Then in a certain contingency or 
emergency, when there would not be 
adequate profit or there would be loss in 
the company managed by the managing 
agents, an amount not exceeding Rs. 
50,000 is being allowed to be taken as 
remuneration. . Sir, when speaking of this 
provision the Finance Minister said that he 
had been thinking over the question of 
setting a ceiling on incomes earned 
generally, and then he went on to say that 
this figure of Rs. 50,000 had appeared to 
him to be reasonable and that was why he 
had been supporting this figure of Rs. 
50,000 as mentioned 

in  clause   198. Sir,   I   am  not 5 
P.M. in agreement with him on this 

question of fixing a concrete 
amount as ceiling, as the maximum 
income which one can get in the country. 
As I said already, the economic set-up of 
the country should be so formulated and 
managed that these effects must come 
about by themselves and the floor should 
become higher. 

' Then there is another clause in the Bill, 
clause 332, which puts a limit on the 
number of companies Which s 
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managing     agent can manage.    Here 
again    I say    that this limit    can be 
extended  and  should  be extended  to the 
total capital of the companies over which 
the managing agent would have control.     
There   is   another   provision which   
restrains   the   inheritability   of the   
managing   agency   by   heirs   and 
successors. Sir,  there are many  other 
provisions  also which would work as a 
curb on the activities of the managing 
agents. After having hedged in the agency 
and also the industry with so many  
fences,  was it  really necessary for such a 
provision as clause 324 to be inserted  in  
the  Bill     which  gives power to the 
Government to ban the managing agency 
system in industries to be  specified by 
them as from the 15th August 1960? Now, 
a set-up has been brought forward in 
which there are so many restrictions and I 
do not know whether it will be possible 
for anyone  to   jump  over     these  
fences. That being so, why should a notice 
to quit be given to the managing agents? 
Why should an ultimatum be given to 
them?     It   is   admitted   even   by   the 
critics or opponents of this system that it  
has done really a great service to the 
country and that it has contributed 
substantially  and in  a large  measure in 
putting up the industrial structure of    the    
country.    There    have    been abuses and 
there will be abuses. They have  got  to  be  
checked,  but   on  the whole  it  cannot  
be  denied  with  any respect for facts that 
it has done good to  the  country.    Now, 
this  system  is being given this 
ultimatum. The Government  may come  
forward  with  an assurance that it would 
not make use of this power in a drastic 
manner and that it will use it in a very 
considerate manner, but all the same the 
Sword of Damocles   is   there   over   the  
head   of this  managing  agency  system.    
What will be the psychological effect of 
that, particularly when     they have to put 
forth every ounce of their energy and 
enthusiasm  for  the  fulfilment  of the 
target of the Second Five Year Plan? 
Now.  the     private   sector  has     been 
given a definite place and the Finance 
Minister   also   avers   that   he   cannot 
take   the   responsibility   for   the   field 
which is being occupied by the private 

sector but then I do not really understand 
the meaning and significance of this 
notice under which they would be asked 
to quit. Now particularly when the 
Second Five Year Plan is going to be 
worked, the Government as well as the 
public must take advantage of the 
experience, initiative and enterprise of 
the managing agents and that spirit of 
enterprise or enthusiasm should not be 
dampened by any such psychological 
curb as is being sought to be placed by 
this clause 324. 

In this connection a number of friends 
have spoken of the failure of companies 
managed by managing agents as a very 
strong reason for liquidating the 
managing agency system. They have 
raised many points and this is one of 
them. But then failures there have been. 
Have there not-been failures of concerns 
that had been managed other than by the 
managing agency system? Even pro-
prietary business where firms are being 
owned and managed by single individuals 
and where the individual's own capital is 
invested. even such concerns fail and the 
proprietors are reduced to penury. For 
that reason, are you going to say that the 
individual proprietary business should 
not be allowed? There have been failures 
but according to the figures supplied to 
Members the number of failures of 
companies under the managing agency 
system is less in a particular year than the 
number of new companies that have 
come under their control. Though the 
capital of these new companies is smaller 
than the capital of the companies which 
have failed, the number of shareholders 
in the case of the new companies are 
substantially larger than the number of 
shareholders of the companies that have 
failed. This only shows the confidence 
that the managing agents are still able to 
inspire into the mind of the shareholders 
and the investors. Sir it is not only money 
that is required; it is also initiative and 
brain that is required. Whatever may be 
the criticism, an industry cannot thrive 
without brain and without the initiative 
on the part of those people   who   
sponsor   it.     The   peoole 
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know it; the investors know it and. 
therefore, it is that they come forward in 
spite of these failures to subscribe to 
these new companies that are being 
floated by them. 

Another point was raised with 
regara to the borrowings of the 
managing agents from the 
companies which they are manag 
ing. They complained, and one 
friend particularly complained, 
that there have been large withdrawals 
from the companies by the managing 
agents. If it were really serious—there 
might have been cases here and there—if 
it were a general case, it would have been 
reflected in the dividend which they 
declare for the shareholders, in the profit 
which the company is able to earn. Sir, 
some time ago I referred to some figures 
with regard to the managing agency 
system. (Time bell rings.) A few minutes. 
Sir. The dividend declared to the 
shareholders as shown by those figures 
works at eight per cent, on the capital. 

That is not a negligible amount. That 
is a fairly reasonable dividend. This 
would show that there have not been 
large withdrawals from the capital which 
would affect the business of the concern 
and, therefore, its earning capacity. 

The question to which I referred at first 
was this. Is it necessary to insert such a 
clause as 324 in the Bill, when there are 
other clauses which would really achieve 
the object? If the object is to correct the 
abuses, to remove any abuses that may 
exist in the managing agency system, 
those other clauses will serve the 
purpose. Now, this clause is really a 
damper on the enthusiasm and a damper 
on the industrial development of the 
country. This is all that I wanted to say. 

SHRI SUMAT PRASAD (Uttar 
Pradesh): Mr. Deputy Chairman, I 
accord my wholehearted welcome to the 
Companies Bill. It is the result of the 
collective wisdom of the Finance 
Minister   and   the   Joint   Select   Com- 

mittee. When the Second Five Year Plan 
is in the process of formation and the 
Government is about to undertake the 
industrialisation of the country, it is 
natural that adequate place has been 
given to private sector. When the 
Government is prepared to borrow 
money from outside the country and give 
facility to outsiders who want to float 
companies here, the Government will 
welcome much more that the capitalist of 
India should be allowed an opportunity 
to contribute in the development of the 
industries here. The Bill as it has 
emerged from the Joint Select 
Committee assures them an honourable 
place even as regards companies which 
are to be floated in future. The managing 
agency system has been allowed to 
function and managing agents can be 
appointed, in the first instance, for fifteen 
years, and then the term can be extended 
to ten years. Twenty-five years is a very 
long period and they should not 
apprehend that the Government is going 
to expropriate them. So far as the 
existing industries are concerned, there is 
a provision in the Bill that in certain 
circumstances, if it be considered 
necessary, managing agents can again be 
appointed. Only they have to change 
their outlook to a certain extent. It was 
contended that remuneration, was a great 
incentive in the past towards the building 
up of industries and ordinarily it must be 
an incentive for the development of 
industries and the floating of new 
companies. But the profit motive !.s not 
the only thing. Under the changed 
circumstances of society, our capitalists 
have got to work as trustees in the 
interests of the country as a whole. 
Parliament has adopted as its objective a 
socialistic pattern of society In these 
circumstances, concentration of wealth 
and material resources cannot be allowed 
in a few hands. And this is one of the 
necessary corollaries of the managing 
agency system that it tends to the 
concentration of wealth in a few hands. 
Managing agents have contributed in the 
past to the development of industries and 
they can take legitimate pride in that. But 
there were other circumstances which 
helped 
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shem. For   instance,   in  or   about  the 
year   1929,   the   plight   of   the   textile 
industry was very bad. On account of the  
Non  Co-operation     movement  of 1930 
and the Civil Disobedience movement,   
the   p 
 rospects   Of  the   industry improved. 
With the boycott of foreign cloth, there 
was a great scope for textile industry and 
they took full advantage  of that. On 
account of the  Government's     policy,    
every    encouragement was given to the 
sugar industry. This  industrial   
development  was   not due only to the  
skill  and the capital of  the  managing   
agent.     It  is   quite natural that in the 
course of thirty or forty  years  they have  
acquired  skill. They  can take  risk.    
They  have  got experience and the 
Government wants to take full advantage 
of their experience. But they have got to  
At themselves in, in the changed 
circumstances of society, so that they may 
function effectively and by their 
administration of the companies they have 
to remove the  prejudice  which   attaches  
to  this institution   on      account   of  the   
malpractices resorted to during the war. 
Even the best exponent of the managing  
agency system  could not explain the   
malpractices   that   came   to  light during  
the war. Now, this Bill is  an attempt to    
eliminate the chances of those   
malpractices   and  corruption. If a 
manager or a managing agent functions 
with due regard to the interests of the 
shareholders, then he need not apprehend 
anything on account of the various     
restrictions   and   safeguards which are 
going to be incorporated in the   
Companies   Act. But   the   trouble comes 
when one wants to evade necessary 
safeguards by resorting to questionable 
devices. I do not see anything wrong   in   
the   Government   reserving power  to  
itself  to     correct  mistakes wherever 
they occur. 

These managing agents subscribe some 
capital; their relations and friends 
subscribe and they control theindus try. 
Their interests and the interests of their 
friends and relations are safe in their 
hands. But what about the ordinary 
shareholders? It is the bu ness of the 
government to safeguard their interests.    
That  has  been  done   I 

by providing necessary clauses in the 
Bill. I have seen companies paying a 
very small dividend for some years with 
the result that people begin to feel that 
they are not paying concerns. The 
managing agents and their relations 
purchase those shares at a nominal value 
and after sometime, the companies 
prosper. Their business is successful 
from the point of view of the managing 
agent. In the larger interests of the 
country, it may also be considered 
successful. But, so far as the 
shareholders are concerned, they suffer. 

There is another aspect of this ques-
tion. The interests of labour should also 
be safeguarded and it is necessary that 
they must have representation on the 
managing board. After all, industry 
cannot function effectively unless there is 
co-operation between labour and capital. 
If the management does not understand 
the point of view of labour 
sympathetically, and there are strikes, the 
company loses heavily. Therefore, I think 
that if some representation is provided 
for labour on the managing board, the 
chances of friction, if not removed, w::ll 
at least disappear to a certain extent. 

As regards auditing, the present system 
is not very satisfactory. Auditors are 
generally in the confidence of the 
directors and the directors and the 
auditors manage things in such a way 
that at times the real state of affairs is not 
evident from the balance sheet and the 
audit note. Some step should be taken by 
Government in this direction. It may by 
periodical auditing or some other step 
ensure that the real stale of affairs is 
reflected in the balance sheet. In this 
connection, I would mention one more 
thing. If the prospectus of a company 
which is going to be floated is also 
examined by the Central Government, 
then they would be in a position to 
discourage the floating of the company if 
it is not considered to be in the best 
interests of the country or if there are no 
chances  of its  being  successful.    The 



 

[Shri Sumat Prasad.] capital of the 
ordinary shareholder? will be saved. It 
may be that the ordinary shareholders are 
illiterate or it may be that they have no 
great stake in the company. They invest 
some money, but the managing agents' 
stakes are greater. The managing agents 
and their friends etc. organise themselves 
and even if the other shareholders are in a 
majority, they do not care to look into the 
affairs of the company or they are not in 
a position to effectively organise 
themselves. In their interest, the 
Government has to keep an eye over the 
functioning of the company. I do not 
think that the Companies Bill will scare 
away capital. Patriotic and well-
intentioned managing agents can function 
as such in the new companies. They have 
got business skill and initiative. They can 
function as managing directors or 
treasurers or in any other capacity. There 
is a great dearth of suitable managers, as 
has been pointed out bv many friends. 
There is no institution where suitable 
persons can be trained to discharge their 
duties effectively. These are days of 
planned economy and it is inevitable, if 
the country has to progress, that the 
industrial development of our country 
should be according to plan. Now, in a 
planned economy. Government control is 
necessary. Why should we fear? After all, 
every section of society is represented in 
Parliament. The rules are framed and put 
before both the Houses. If, after the 
working ot this Companies Bill—when it 
is enacted into a law— there appears to 
be any necessity to change the law, it can 
be done. Let us hope that the Government 
will act sympathetically and dispose of 
the matter expeditiously in a way tnat 
business is not hampered. Sometimes, a 
slight delay in the disposal of work in a 
business concern means a lot. We are 
confident that the Government will take 
every precaution that company 
administration is managed effectively and 
suitable personnel is trained so that the 
vast responsibility which the Government 
have taken by piloting this Bill on 
account of commercial and industrial 
activities as a result of the 

Second Five Year Plan may be fulfilled. 
They will find suitable personnel to 
discharge their duties satisfactorily. 

SHRI H. P. SAKSENA: Sir, I con-
gratulate the architect of deficit financing 
who has sponsored this amending Bill 
regarding companies on the fertility of his 
brain and his ingenuity. As we all know, 
the First Five Year Plan is now coming to 
an end and the "Second Five Year Plan is 
about to emerge. Money is needed very 
badly. Small savings have already been 
tapped and are being tapped. Money can 
come only from moneyed quarters. The 
hon. the Finance Minister whose title I 
was delighted to read—I refer to page 1 
of this printed book known as "The 
speeches delivered by the Finance 
Minister" has become a Field Marshal. 
And in the first line of this book, it is 
stated "speeches delivered by the 'Field 
Marshal' in the Lok Sabha on the  10th 
August,  1955". 

On page 1 of the Finance Minister's 
speech, the abbreviation F.M. is used. 
From that I could not infer anything 
excepting Field Marshal. 

SHRI BHUPESH GUPTA: He is the 
political Field Marshal of the big money. 

SHRI H. P. SAKSENA: Sir, so far as 
the husbanding and marshalling of the 
resources for the Second Five year Plan 
is concerned, he has succeeded in putting 
his finger at the very right point. There is 
money with those people who have been 
amassing and hoarding it for a long time 
past. Now is the time to make a little bit 
hot for them to amass more money in 
future and to bring out some of that 
buried and amassed wealth in order to 
invest in the next Five Year Plan. Unless 
you make it a little hot for them, they 
will not part with that money. That is the 
reason why I congratulate the Finance 
Minister on his ingenuity in bringing 
before this House this amendment in the 
Companies Law. 
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There was a battle of wits and intellect 
between the Finance Minister on the one 
side and the accumulated. skill, merit, 
intelligence, money and all that on the 
side of the capitalists or their 
representatives, the managing agents. 
Now I am certain that the Finance 
Minister with all his education and 
experience in finance will win the race. 
There is no doubt about it. He has spread 
a net wide and large, long and 
stupendous to bring in these seemingly 
unwary people into his net, and I am 
sure he will succeed. 

SHRI M. C. SHAH: They are aware of 
it. 

SHRI H. P. SAKSENA: Well, their 
awareness will not stand them in good 
stead, with their awareness pitted against 
more dexterous, more clever and more 
shrewd people like our Finance 
Minister. 

Now, Sir, the Bill contains 658 clauses. 
The managing agency system has taken 
most of the time that we bestowed to the( 
debate but I am still in an undivided state 
of mind as to which side has won. There 
have been supporters as well as opposers 
of the managing agency system. There 
were some who wanted this system to 
continue. So far as I am concerned. T do 
not want to have it mended; I want ' to 
have it ended. 

Some time ago my hon. friend, Mr. 
Shah, placed before us some kind of 
measure and stated in the House the 
insurmountable difficulties in the matter 
of abolition of the managing agency 
system and said that there was no 
substitute for that system to be found. I 
had the temerity to observe then that if 
we could find a substitute for the mighty 
British Government, it should not be 
difficult for us to find a substitute for this 
small, thing known as the managing 
agency system. Happily the day is now 
dawning when this managing agency 
system will have become a thing of the 
past. I am indeed verv much delighted, 
indeed have become a convert of the skill 
and the intellect of the hon. the Finance 
77  RSD.—6. 

Minister for these long three and a half 
years, that he has devised a very useful 
method of bringing this obnoxious 
managing agency system to an end. 1960 
is not far off. Many friends will see that 
the system is over, and I am glad that my 
friend, Mr. Shah is  also very sympathetic 
to it. 

Sum V. K. DHAGE: For the aboli-
tion? 

SHRI H. P. SAKSENA: In favour or 
the abolition. 

SHRI BHUPESH GUPTA: Are you in 
favour? 

SHRI H. P. SAKSENA: Why should 
you put that question to me? There is no 
need of that. So far as this system is 
concerned, I tried to study it without 
prejudice. I may quote here a couplet of 
a very famous poet, who said: 

 
It means, if you come to us with 
altruistic motives and with the best 
conscience, I submit, I am unable to 
accept your version and shall always 
treat you in the same way in which 1 
have always^ treated, that nothing but 
sell' interest, nothing but exploitation 
nothing but aggravation of one's own 
wealth is the purpose and the object and 
the motive of the managing agencv 
system. Nothing more nothing less. 

If, Sir, half the allegations, as statert 
by my hon. friend,, Mr. Dhage, the other 
day from an authenticated document of 
the Shareholders' Association ot Bombay 
are correct, then it is a case which 
requires no proof and no evidence to say 
that the managing agency system has 
become condemnable. It may have done 
meritorious service. It may have 
rendered a very good account of itself 
whatever it may have done, but today it 
is outmoded and outdated. I would 
remind them that it was because of their 
having worked as satellites of the British 
Government and British capitalists who 
entrenched 
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country through the agency of these 
commercial concerns, that it was not a 
patriotic act on their part to have 
increased our subjugation economically 
also, that we were subjugated for such a 
long time. So in that respect I have no 
word of praise, or admiration for them. 
Simply it was the lust of money, their 
greed for gold that motivated them to do 
that thing. There was no patriotic motive 
behind that, not the least of it, not a shred 
of it. 

For, this reason I am glad that a 
provision has been made, by reason of 
many provisions embodied in the Bill, 
which will bring the managing agency 
system to an end or it will become very 
ineffective.. In this connection I refer 
you to pages 11-12 of the speeches 
delivered by the Finance Minister at the 
Tenth Session of the Lok Sabha: 

"But, if hon. Members will carefully 
read the provisions of clauses 378 to 
383, which deal with Secretaries and 
Treasurers, they will have no difficulty 
in appreciating the object underlying 
them. While the Joint Committee was 
anxious to prevent the concentration of 
economic power In the hands of a few 
managing agency houses with long 
established tie-ups with financial 
institutions like banks and insurance 
companies, it was equally anxious to 
ensure that no sudden vacuum was 
created in the organisation of trade and 
industry by a possible decline or 
disappearance of the managing agency 
system in some sectors by 1960. They 
recognise that the Secretaries and 
Treasurers would have no economic 
power. That is to say, it would be the 
managing agency system without its 
teeth." 

What I am anxious about is that even -if 
these  teeth  are  removed,  let them not  
grow  Into  fangs  in  future which %'ill 
do more harm than the ordinary teeth. 

I am not in favour of the appointment 
of these treasurers and secretaries 

because it Is there. Sir.—I warn (ho 
Government spokesman—that through 
the powers of these secretaries and 
treasurers the managing agency system 
will again crawl into our economic-life. I   
do   not   want   that   to   happen. 

Now, Sir, to use the Prime Minister's 
phrase, it is progressively to widen the 
scope of the elimination of the managing 
agency system that this Bill has been 
brought forward. And it is in that spirit 
that we should look at it. Looking at it 
from that point of view, I wholeheartedly 
support it, because no patriotic Indian 
can ever think of seeing before his own 
eyes the dislocation or the least distur-
bance of the economic structure of the 
country. If, as wiser people think, the 
abolition of the managing agency system 
wholly and entirely, is capable of 
producing that disastrous result, I would 
restrain my personal likes and dislikes 
and recommend that the system 
envisaged in the Bill should be adopted. 

Then, Sir, my friend, Mr. Dasappa, 
wanted an original idea. Here is the one. 
Now, a very eminent representative of 
the managing agency sys-tem, and a 
capitalist, is present here in the House. I 
make'a sporting offer to him. Up till 
now, you had been doing what you 
thought was fit and proper for you to do. 
Now. I thank you for all that you have 
done, good, bad or indifferent. And I feel 
that if this system is abolished, wholly 
and entirely, and suddenly and 
immediately, it will give you a great 
shock. I feel that a sort of a headache is 
taking possession of them even today. 
Now, Sir, I want them to be spared that 
headache. It is just possible that if the 
shock grows more and more, it may 
result in producing some bad effect upon 
the heart. Now that I do not want to 
happen. And, therefore, I suggest these 
noble friends, who have experience, skill 
and the wherewithal to conduct these 
factories and other commercial concerns, 
to come forward and to give in writing, 
jointly, of course, to the Government that 
they are prepared to work    as    
managing    agents, for the 
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country which they love, for the country 
which has given them wealth, for the 
country which has given them 
protection, for five years at least, as 
Honorary Managing Agents, charging 
nothing for themselves, and charging not 
even a single rupee as their 
remuneration. 

SHRI BHUPESH GUPTA: You want 
something like bhudan. 

SHRI H. P. SAKSENA: Well, it is not 
bhudan. It is sampattidan, and after all 
this is the time of shramadan. Let them 
do some labour for the cause of the 
country, if they mean what they say and 
declare. It is here an original idea for my 
friend, Mr. Dasappa. I want him, to 
persuade his friends to accept that offer, 
(Interruptions.) Sir, I hope I will be 
spared these interruptions, because the 
time is so regimented. Now, Sir, even the 
bitterest opponent of this amending Bill 
will admit that it is a marked 
improvement over the Company Law 
which we had up till now. Now this 
improvement should be put to its best 
use. It should cot be wasted away. And 
each and every one of these 658 clauses 
is to be put to its proper use. 

Now. Sir. a sort of grievance was. 
made by my hon. friend, Dr. Kunzru, that 
immense powers have been given to the 
Government in many of the provisions 
here. Now, trusting as we do the 
Government which is of our own 
making, and vigilant, cautious and 
careful as we are of the activities of our 
own Government, I would not mind 
giving even more and larger powers to 
the Government for the sake of 
succeeding in the total elimination of one 
greater evil, with which we are still face 
to face. In order to get rid of that greater 
evil, if greater powers are needed by the 
Government, I shall not mind that.'Now 
this complaint was also made from some 
other directions, but then it has not much 
of substance in it, because the powers 
given to the Government are under the 
strict supervision of Parliament. We will 
see +0 it that the Government makes 
right use of these powers. And, the 
moment 

we find that these powers are abused. 
Parliament is there to check them. 

Now, Sir, something was said about 
'tack of confidence' I should call it, in the 
administrative machinery of the 
Government. I say that the first and 
foremost element in making your 
administrative machinery efficient, 
honest and hardworking is to trust it. 
Unless you trust it, it shall have no 
stamina, no courage, no enthusiasm, to 
do the things rightly. So, the first thing 
we have got to do is to see that our 
administrative machinery is not 
discouraged needlessly. Of course, there 
are men, very honest, very able, very 
capable and very efficient, everywhere, 
in every sphere of life and in every walk 
of life, because whole wisdom does not 
vest in the Members of Parliament alone. 
It is there in th'e administrative 
mechanism also. And, therefore, I say 
that in order to make our administrative 
machinery more efficient, which we all 
desire, the first thing is to trust it, and to 
trust it entirely. 

MR. DEPUTY CHAIRMAN: It is 
time, Mr. Saksena. 

SHRI H. P. SAKSENA: Sir, I need 
only two minutes more. 

MR. DEPUTY CHAIRMAN: All 
right. 

SHRI H. P. SAKSENA: Sir, a very 
fantastic statement is rrfcde that all that 
the managing agency system people do 
is well and good. How is that so? If it is 
so, why are So many companies going 
into liquidation? If all virtue and all 
wisdom and all goodness lie in the 
sphere of the managing agents, how is it 
that lakhs and lakhs of the poor people 
who have got no voice even in the 
selection of the shares that they should 
buy. are losing their money and the 
companies are failing? Now I have not 
heard any reply to that question. 

Now. Sir, just a word about the 
foreign companies about whieb xa* 
friend, Mr. Gupta, has got a sort of 
veritable    obsession. Now, that 
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sure, he cannot be cured of. But then I 
may assure him that I am as jealous of 
the existence of the foreign companies 
here in India as he himself is but then, 
the time will come and it will come 
sooner than he or I anticipate when, like 
the British Government, these foreign 
commercial concerns will think it wise 
to- pack away bag and baggage and that 
time will come after the year  1960. 

Thank you. 
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6 p.M. 

MR. DEPUTY CHAIRMAN: Has the 
hon. Member finished his speech? 

SHRI KANHAIYALAL D. VAIDYA: 
No, Sir, I have not yet finished. 

MR. DEPUTY CHAIRMAN': In that 
case, the hon. Member can continue his 
speech tomorrow. 

ALLOTMENT OF TIME FOR LEGIS-
LATIVE AND OTHER BUSINESS 

MR. DEPUTY CHAIRMAN: I have to 
inform hon. Members that the business 
Advisory Committee has allotted time as 
follows for legislative and other business 
during the remaining part of the current 
session of the Rajya  Sabha: 

1. The Companies Bill,   33 hrs.  (In addi- 
1955. t'011 t0 {he tirre 

taken on the 
19th, 20th and 
21st September 
1955.) 

2. The Chartered  Ac-    1 hr. 30 mts. 
countants  (Amendment) Bill, 
1955. 

3. The Hindu   Succes- 20 hrs. 
sion Bill, 1955- 

4. The Prize Competi-   2   „ 
tions Bill, 1955. 

5. The    Appropriation   2   
„ Bill (Supplementary 
Demands for 
Grants). 

6. The Industrial Dis-   3   „ 
putes (Banking 
Companies)    Deci- 

-  sion  Bill, 1955- 

7. Consideration of am-     1 hr. 30 mts. 
endments to the All 
India Services 
(Discipline and 
Appeal) Rules, 
1955- 

In order to be able to complete this 
programme, the House would sit also on 
Saturday, September 24, Saturday, 
October 1 and Monday, October 3, 1955. 
The House will sit every day from 11 
A.M. to 6 P.M. without any recess for 
lunch. There will be no question hour  on  
October  3,   1955. 

The House now stands adjourned till   
11   A.M.  tomorrow. 

The House then adjourned at 
two minutes past six of the 
clock till eleven of the clock on 
Thursday the 22nd September 
1955. 

 


