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REPORT OF THE MANAGING AGENCY 
ENQUIRY COMMITTEE 

INTRODUCTION 

We were appointed as a Committee on 4th January, 1965 to-

"enquire into and report on and in respect of the desirability of 
applying the provisions of sub-section (2) of section 324 of the 
Companies Act, 1956 (1 of 1956) to companies engaged in 
established industries or any other industry or business as may 
be deemed fit b)' the Committee in this behalf'. (cf. Appendix I, 
item 1). 

· 2. Needless to say, the term "established industry" is a relative one. 
In a developing economy exposed to the vicissitudes of change-both from 
within and without-there will be hardly any industry which can be con
sidered fully established or developed in the sense that it does not have 
to brace itself to a steady increase in output or to an improvement in 
technology or pattern of production. Nevertheless, it is reasonable to assume 
that industries which have been established in the country over 
a fairly long period ,and which have witnessed already a substantial 
growth of output in relation to current total needs are in a better position 
to meet the challenge of expansion and change in the future. On this 
reckoning, we selected five industries for our enquiry, viz., Cement, Cotton 
Textiles, Paper, Sugar and Jute Textiles. This decision was announced 
in the Press Note issued on 23rd January, 1965, in which the views of 
interested parties were also invited (cf. Appendix I, item 2). 

3. Having selected the industries to be included in our enquiry, we 
had to determine our general approach to the task assigned to us in the 
light of our interpretation of-

(a) Section 324 of the Companies Act: 

(b) the rules framed thereunder: and 

(c) the notification that led to our appointment. 

(Copies of all three are to be found at Appendix I, item 1 
and 2). 

The Managing Agency system has been a part of the Indian land
scape now for many a decade and controversies regarding its merits and 
demerits have been legion. In dealing with such a well-worn and con
troversial subject and with a system which is so closely interlinked with 
many unique aspects of our society .such as loyalty to family, caste and 
community, it is particularly important to bring the whole problem into 
some kind of focus, if our enquiry is not to get lost into an 
enticing labyrinth of irrelevancies. It is for this reason that we have pre

!,aced our findings in respect of individual industries with a rather longish 
• ~art I of this Report which deals with a number of general considera· 
t1ons. 
L/S2Moi'Law-2(a) 



2 

4. Our findings and recommendations in respect of the industries 
selected by us are outlined in Part II of the Report. In arriving at these 
findings and recommendations we had the benefit of replies received to 
a Questionnaire issued by us to a large number of managed and non
managed companies as well as important Managing Houses. In response 
to our general enquiry, we also received a number of memoranda from 
associations representing industry, labour and shareholders. After study
ing the replies received and the memoranda sent, we met the representa
tives of selected associations in C:1lcutta, Bombay and Delhi during the 
months of June and July 1965. A copy of the questionnaire issued by us 
and a list of the associations who represented to us either in person or 
through memoranda sent to us are given in Appendix II (Item l and 2). 

5. Ours has been the first enquiry of the kind instituted under section 
324 of the Companies Act of 1956. In the nature of things, once an enquiry 
of this kind is initiated and recommendations resulting therefrom acted 
upon or not, the question of where we go next in regard to the managing 
agency system as a whole is bound to come to the forefront. For this 
reason, Part III of this Report offers some suggestions on a number of 
issues related to the future of the managing agency system as a whole. 

6. We have had the unstinting co-operation in our work of our Senior 
Research Officer, Shri K. D. Kale and Research Officer, Shri N. Nata
rajan. To them and to Shri Faqir Chand who served ably as the Secretary 
of the Committee for the first ten months of our work, we would like 
to extend our sincere thanks. Shri S. Vohra had to sever his connection 
with our Committee in view of his assignment abroad and his place in 
the Committee was taken by Shri A. V. Venkateswaran. 

PART I-GENERAL APPROACH 

1. Section 324 and Rule 11 

7. Section 324 of the Companies Act confers powers on the Central 
Government to abolish managing agencies in respect of any class of indus
tries or business. That section authorises the Central Government to 
declare by notification that companies engaged, wholly or in part, in such 
class or description of industry or business as may be specified in the 
notification, shall not have any managing agents. On the tssue of a noti
fication under this section, no new company in the notified industry or 
business will appoint any managing agent and the term of all existing 
managing agents of companies engaged in such industry or business on 
the date of such notification will expire by the end of three years from 
the date or on the expiry of the existing agreements whichever is earlier. 
Rule ll of the Compames (Central Government's) General Rules and 
Forms, 1956, prescribes the procedure for the enquiry to be m:1de into 
all the relevant circumstances of an industry before Government can issue 
any notification under section 324. When it has been eventually decided 
to notify any industry or business under Section 324, the draft of the 
appropnate no~ification has to be lai~ before bot~ the Houses of Parlia
me~t for a penod of not less than thtrty days whtl~ the Parliament is in 
sesston. 



8. Essentially, then, our task is to pronounce whether the managing 
agency system should be terminated or not at this st:lge in respect of all 
units in each of the five industries selected by us. A considerable part 
of our work was devoted to a discussion of the assumptions we should 
make and the considerations we should bear in mind in arriving at our 
findings. The main assumptions and considerations that we finally adopted 
as our guidelines can be stated briefly at the outset as follows--

(a) There is no warrant either in the legislative history of Section 
324 or in ~my explicit pronouncement of the Government for 
the assumption that the managing agency system as a whole 
should be terminated at some particular date in the future. 

lb) At the same time. there is warrant for the assumption that, 
other things being equal, other forms of man:tgement should 
be preferred to the managing agency system. In other words, 
the criterion for the abolition of the managing agency system 
in any particular industry is that some alternative form of 
management should be able to serve the interests of the com
panies and of the community at large at least as well :ts it is 
served (or is likely to be served) by the managing agency 
system. 

(c) A judgment of the kind envisaged in (b) above has necessarily 
to be formed primarily in the light of the contribution of the 
managing agency system to the industry as a whole as judged 
hy considerations such as the record of growth, efficiency, 
profits, dividends, etc. in the industry and the cost of mamge· 
ment in relation to the l?romotional, financial or managerial 
contribution of the managmg agents. 

(d) It has also to be recognised that the discontinuance of the 
. present order of things might create transitional problems and 
difficulties. These tr:tnsitional problems and their severity 
would naturally vary from time to time and from industry to 
industry; and this is one of the main reasons why Section 321 
seems to have adopted an industry by industry approach to the 
future of the managing agency system. 

9. Since a great deal of controversy surrounds the question of the 
future of the managing agency system, it is perhaps relevant for us to 
refer in brief to the debates and discussions m Parliament which led to 
the inclusion of Section 324 in the Companies Act of 1956-a Section 
which for the first time made legal proviston for the termination of th~ 
managing agency system on an industry-by-industry basis. It is well known 
that when the Companies Act was being debated in Parliament, there 
was a feeling among several quarters that whereas the abolition of the 
managing agency system might create a vacuum, some provision should be 
m:tde for a gradual abolition of the system as it had, by and large, out· 
lived its utility. The joint Select Committee, for example, in the light of 
the evidence placed before it, took the view that the managing agency 
system was an anachronism in the context both of the directive principles 
of the Constitution and of the needs of the modern industrial structure. 
It, however, thought that it could contin~e till such _time .when its aboli· 
tion would not create a vacuum. For thts purpose, tt suggested a probe 
by a committee bef~e Government took steps to :tbolish this system under 
a proposed Section which later became Section 324 of the Act. 
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10. Various interpretations of the intentio~ of the Joi~t Select C?m
mittee at the time have been offered. Accordmg to one mterpretauon, 
while the Committee was not of the view that the managing agency 
system should be abolished forthwith or at s~me specific future da~e, its 
intention was that the system should be <:tbohshed at a not very dt_s~ant 
future date. Only the time, the pace and the manner of such abohuon, 
according to this interpretation, were left to the Government, the man
ner being indicated by Section 324 (industry-wise) and Section 326 (unit· 
wise). (A copy of Section 326 is at Appendix I, item 3). 

II. It is difficult to assert, however, that Government fully accepted 
the view that the managing agency system should be abolished in due course 
and that all that was left for subsequent decision was the time and pace 
of such abolition in accordance with the powers derived from Section 324 
and 326 of the Companies Act. The following extract from the statements 
made in P<:trliament by Shri C. D. Deshmukh, the then Minister of Finance, 
would show that Government's views on this question of the 
eventual abolition of the managing agency system were at least not as 
categorical as those summarised in the precedmg paragraph. 

"We shall examine industries <:tnd find out whether for the indus
tries as a whole it is necessary to continue the managing agency 
system. Now, it would not be reasonable to read that clause as 
if it was never intended to exercise that power. Neither would 
it be reasonable to assume that that clause is intended to 
enable the Government to notify all industries as industries 
in which no managing agents are required because, if that 
intention was clear today, it would have been easy to frame 
the bill accordingly; in other words, either not to provide for 
power to terminate managing agencies or to do the reverse. 
So the intention is what it is; to make an honest and as com
prehensive an examination as possible of various industries, and 
m doing so, as I have just said, we shall be anxious to have 
the best expert advice that we can get on that matter. 

Now, if that examination has been concluded and we come to the 
conclusion that in a number of industries there does not seem 
to be any need for the managing agencies, that the nation 
would not lose a!"'ything quite significant if we abolish them, 
then the next logtcal step would be to issue <1 notification and 
to say that after the penod of notice, no managing agent will 
exist in that particular industry". (Lok Sabha Debates-Com
panies Bill, 1955 on 6th September, 1955). 

12. We are inclined to think in the light of the quotation given above 
that there is no clear commitment on the p<:trt of the Government to the 
view th~t sooner or later the managing agency system as a whole should 
be abolished and that all that remains to be determined in terms of 
Section 324 (and S_ec~ion 326) !s the time and pace of this abolition. We 
~nd s~pport f'?r tlus t'!ference m the pre<1mble to the notification appoint
mg our commtttee whtch reads as follows-

''Whereas". the Cent~!. Government has had under consideration the 
9uest10.n of dectdmg the future of the man:j,<ring agency system 
•n Indta etc.". ' 
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13. At the same time, we feel it is legitimate to infer that on larger 
social and economic considerations the Government would prefer to see, 
the managing agency system replaced by alternative forms of manage
ment, if it could be established that such a replacement would not be 
prejudicial to the interest of the industry and of the community in general. -
On the whole, therefore, we have approached our task on the assump
tion that while the Government has not taken a definite view on the future 
of the managing agency system as a whole, we ought to give the benefit of 
doubt in our enquiry to the feasibility and desirability of discontinuing 
the system in the industries that we have chosen. Apart from our inter
pretation of the spirit of Section 324, we feel that for reasons discussed 
a little later, the larger social and economic interests of the country are 
~ikely to be better served in the long run by discouragement of the manag
mg agency system. 

14. There is yet another point on which we would like to make our 
· position clear. In some of the comments that have appeared on the 
nature and scope of the work of our Committee, it has been suggested 
that Rule 11 requires us to make a comparison between the performance 
of the managed and non-managed companies in each of the industry to 
be studied by us and to recommend the discontinuance of the managing 
agency system only in case we find that, on the whole, the performance 
of the managed companies is not as satisfactory as that of the non
managed companies as measured by criteria such as growth of production, 
dividends dedared, bonus paid to shareholders and workers, cost of 
management and financial services, etc. While the performance of manag
ed and non-managed ·companies as measured by these criteria is un
doubtedly of relevance to our enquiry and its conclusions, we are unable 
to accept this particular interpretation of Rule II as it appears to be 
based on fallacious or incomplete reasoning. 

15. In an industry where the bulk of the production is accounted for 
by companies managed by managing agencies, it is rather artificial to 
assume that the performance of the small number of companies outside 
the managing agency system represents an adequate basis for determin
ing the consequences that might follow if the managing agency system 
is replaced by some other system in the rest of the field. To put it gene
rally, the performance of the two sets of companies can legitimately form 
the basis for judging the usefulness of the contribution of the managing 
agency system only if the companies included in the two sets (managed 
and non-managed) are drawn at random from a very l~e number of 
companies belongmg to each class of management and havmg, therefore, 
by and large, similar characteristics in all respects other than the form 
of their management. This is a procedure which_ is h:udly practicable in 
every case in the case of an histone reality like the present form of manage
ment in a group of companies with varying age, location and other cha
racteristics. Nor can we overlook the fact that as a result of the limita· 
tions imposed on the managing agency system, such as the total number 
of companies that a managing agent can manage, there has been a ten
dency for managing agents, who were already in existence in 1956, to 
retain the managing agency form of organisation for the more efficient of 
the companies managed by them. The present position regarding the form 

'"Throughout thia report, we have UBed the term "managed oompany" to rerer to 
a company managed by -uaging agents. A ''non-managed" company Ia ona which Ia not 
managed by managing agents. · 
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of management in industries is, in short, very much a product of history 
including the effect of the administration of the Companies A_ct of 1956. 
An objective and fair assessment of the consequences th:lt mtght follow 
if the managing agency system is replaced by alter~ative forms of ~ana!?e· 
ment in any industry, cannot, therefore, be based stmply or even pnmanly 
on a comparison between the record of the managed and the non-managed 
companies. 

16. In short, our approach to the task of forming a judgment on the 
feasibility and desirability of discontinuing the managing agency system 
in the industries studied by us has focussed on the likely conseguences 
of such a discontinuance. We have tried to o.ssess the essential contnbution 
of the managing agency system to the units managed by .them. We have 
asked ourselves whether the replacement of the system by a suitable alter
native form of management would create difficulties of a serious nature 
which could not be taken care of by suitable readjustments on the !?art 
of all concerned. We have also taken into account the general conditwns 
prevailing in the industry, the problems likely to be faced by it in the 
near future o.nd the seriousness of the challenges it has to meet, in order 
toJ·u~ge whether the present is an appropriate time for calling upon the 
in ustry to make readjustments. In ·,adopting this procedure, we have 
tried to bear in mind general developments in the Indian economy over 
the past decade or so, both in respect of the managing agency system and 
in respect of developments of a more genernl nature such as the growth 
of financial and rromotional institutions. the role of the private sector 
and the spread o managerial talent. 

2. Managing Agency-Pro and Contra 

17. The managing agency system is the peculiar product of long his
torical evolution in this country and has assumed, therefore, a number 
of distinct forms at different stages of its development. Even today, the 
managing agency system as it exists in the country represents a large 
number of typical situations which need to be distinguished one from the 
other for analytical convenience. Some of the important types or stages 
may be distinguished as follows-

(i) Mem~ers of a family 31nd their friends pioneer a company and 
constitute a partnershtp firm to manage the company as manag
ing agents and continue to have a considerable involvement-. 
both emotion:tl and financial-in the affairs of the company 
and take a great deal of personal interest and risk in the deve
lopment of the company. 

(ii{After a period of initial l?rogress, the company becomes more 
·~r. less. estab~ished; and w~th the passage o~ time, the/artner

shtp nghts m the managmg agency are etther passe on· by 
inheritance to a growing number of people or are sold to per
so~s and families init.ially unconnected with the company. At 
thts stage, t~e m31nagmg agency ~ecomes almost indistinguish
able from mhented wealth, whtch gets shared in a .routine 
manner _by s~ccessive generations o~ the expanded joint family 
and. thetr frtends. The J>l;rsonal mvolvement, if any, in the 
alfatrs.of the company appltes only to one or two of the indivi
duals m the group, whose share in the "pr~perty" may be quite 
small. 
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(iii) Sometimes, the pioneers of a company or their successors prove 
more dynamic so that in course of t1me, they pioneer four or 
five companies. Under these dynamic conditions the managing 
3gents· require a growing volume of resources and often con
vert themselves from a partnership to a private or arublic limit
ed company. In course of time, the share capital o the compa
nies, as also of the managing 3gency firm, gets more widely distri
buted by inheritance or othenvise and the active management 
of the managing agency (and of the managed companies) comes 
to rest with a few persons, who may or may not be connected 
with the original founding family. Sooner or later, the manag
ing agency firm acquires an essentially professional or bureau
cratic character, although a large number of persons receive 
an essentially "unearned" share in the profits of the manag-
ing agency firms. . 

(iv) A private or public limited managing agency firm might also con
tinue to maintain its dynamism without giving up its closely knit 
fumily or community character and it may acquire mana~e
ment rights over a number of companies by wtthdrawing Its 
investment in one company to acquire control over another or 
by investing its managtng agency and trading profits in other 
companies, whether new or established. In that case, a con
siderable time-spread over gener:ttions--will elapse before 
such a managing agency will acquire an essentially public 
(i.e., non-family or non-communal) and bureaucratic character. 
Before this transpires, however, the managing agency house or 
group would have acquired a large degree of economic power 
out. of proportion to the wealth or investments of the active 
members of the group. 

(v) Sometimes, a number of medium-sized managing agency com
panies or houses which have lost their dynamic momentum 
might combine to set their respective houses in order. Alter
natively, in an industry experiencing difficulties, a number of 
units might combine together with 3 corresponding merger 
among their respective managing agents. The process of 
amalgamation would create a vast and powerful complex of 
companies, which would be quite capable on its own of run
ning its affairs and of employing highly skilled technical 3nd 
managerial personnel. Nevertheless. the historically constituted 
managing agents would continue to claim their share in the 
profits of the managed complex. 

18. The distinctions that we have drawn above about the stages and 
types of managing agents are necessarily in general terms. They are, how
ever, intended to bring out the fact that the managing agency is not 
something uniform or homogenous. It is this fact which gives an air 
of unre:tlity to many arguments regarding its continuance or discontinn
ancc;-arguments that start from a particular image of the managing agency 
which is by no means universally applicable. It is this diversi~y again 
which makes it difficult to arrive 3t a judgtnent about the likely con
sequences of the continuance or discontinuance of the system, unless it 
so happens that in ~~~ific industries a particular stage or type of the 
managing agency sys assumes a representative character. 
L/S~MofLaw No.-3 
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19. Reference has been m3de more than once before to the desir
ability, other things being equal, of abolishing the managing agency system 
on wider social and economic grounds, and it would not be out of place 
to mention these larger considerations in brief.lThere are prima~ily two 
considerations that argue ag:tinst the managing agency system, vtz., that 
it makes for undue concentr:ttion of economic power and that it inhibits 
the growth of a professional managerial class and the emergence of greater 
vertical mobility among those with talent, who do not enjoy busi
ness connections 3S an accident of birth)Concentration of economic power 
is a complex phenomenon, which derives its strength from a number of 
deep-seated causes and is not, therefore, likely to get materially reduced 
in strength by action on any single front such as a change in the form of 
management of companies. To a certain extent, concentration of economic 
power may even be umvoidable or desirable in an economy which 
relies heavily on private enterprise. The accent of policy, nevertheless, 
has to be on discouragement of concentrated economic power, particu
larly when it is unrelated to the performance of corresponding economic 
functions and when it threatens to get entrenched for reasons of privilege 
or birth. The managing agency system can serve-and has served-as a vehi
cle for concentrating economic power beyond what would be justified by 
ownership of wealth. Given the hold of a few business houses in Indian 
private industry, their actual control over the affairs of the companies 
managed by them is not likely to be reduced materi3lly in the short-run 
by a change in the form of management. But over a period, the discourage
ment of the managing agency system cannot but have a salutary effect in 
preventing undue concentration of economic power. 

20.lAs for the other and rel:tted larger consideration mentioned above, 
there is no doubt that equality of opportunity in business management 
and the growth of what might be called a secular and professional class 
of business managers would be greatly facilitated by the gradual aboli
tion of the managing agency system.) In law, managing· agency rights are 
not hereditary. But in practice, the son of an important member of a 
m3naging agency firm or house will inherit the position of power from 
the father, either by inheriting the share of the managing agency company 
or by being accepted as a partner. The managing agency system in large 
part is the manifestation of the caste system and of commun3l and family 
exclusiveness in the sphere of management. Admittedly, a particular manag
ing agency, as noted earlier, might reach a stage where it becomes indis
tinguishable from 3 firm of professional management consultants. Equally, 
in a family firm, entry for outsiders would be difficult irrespective of the 
form of management. But with the growing need for and emphasis on 
management training in the country, it has become more urgent to slacken 
the hold of the managing agency system on available man3gement oppor
tunities. 

21./Reference is ofte!l __ made to the potentiality for misuse of the 
managing agency system. JYVe have not given much weight to this consi
detation as misuse and mismanagement are difficult to determine except on 
a detailed examination of individual companies-which is not within the 
purview of our enquiry. There is also force in the argument put to us 
by some of the parties that have responded to our questionnaire, viz., that 
control over misuse and mismanagement is the appropriate function of 
the Company Law Board, which is entrusted with ~e day-to-day adminis
tration of the Companies Act. '. Gjven the wide powers that the 
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Government already enjoys for regulating the activities of m:maging 
agents, the case for the total abolition of the system in an industry cannot 
rest on a presumption of general mismanagement or misuse. 

22. The crucial question is that of the contribution of the m:maging 
agents and whether a similar contribution could be assured for the com
panies and for the industry in future under an alternative form of manage
ment. There seems to be general agreement that this contribution lies 
essentially in the (a) promotional; (b) managerial; and (c) financial sphere 
of the activities of the managing agents. 

23. Promotional Contributions-Broadly speaking. new companies are 
promoted either by persons and groups who are relatively new to the 
mdustrial field or by business groups and companies already well estab
lished. Somebody certainly has to spend time and money in working up a 
new business proposition; and it is perhaps desirable that a group of 
resourceful persons relatively new to the industrial field should not be 
left with no alternative but to 'sell' their promising propositions to estab
lished groups with money for a fee. It is perhaps also understandable that 
new entrants to industry might wish to have an intimate association with 
the companies they help to promote. But in the case of true promoters 
of this kind, the desired form of association with a new company can be 
adequately provided by a managing directorship or a place on the Board 
of Directors. Even assuming that in exceptional cases a managing agency 
form of management might facilitate the" marriage of true promoters with 
sizeable financial participation, there is no reason why a managing agency 
should be necessary or justified for anything longer than the 
initial period of growth. After that, even promoters and financiers should 
be content to earn the normal return on investment plus remuneration 
for the actual amount of management time and resources provided. 

24. Where the promotion of a new company is undertaken by business 
houses or companies already well-estabhshed, the only question is 
whether in the absence of the managing agency system, there would be 
sufficient incentive for expansion or for branchmg out into new spheres 
of activities. Where the motive for expansion or for branching out into 
new spheres of activity is the desire to invest surplus funds or to respond 
to competitive considerations or simple dynamic urge, the available form 
of management would make little, if any, difference to the scale of pro
motional activity undertaken. The Board of Directors form of manage
ment could assure sufficient prestige and essential contact with the 
management of the companies a group has helped to established. Over 
time, the companies themselves will acquire the image in the public mind 
which is now enjoyed by the manapng agents so that further promotion 
IJy companies should receive as much public response as is now supposed 
to be elicited by managing agents. Even today, there are many managed 
companies which are better known than their managing agents. 

25. It is also noteworthy that in the promotion of new companies in 
recent years, particularly in the newer industries, the role of managing 
agents has not been important. Of the total number of non-government 
companies formed during 1956-65, only 1.5 per cent were managed com
panies, while the remainder were not managed by managing agents. In 
terms of authorised fiJPital, the share of the managed companies was only 
1 per cent in the total. 
LfS2M oF Law No.-3 (a) 



10 

26. Managerial Contribution...L!t has often been claimed that the dis
tinctive managerial contribution of the managing agency system lies in 
the fact that it provides advantages of group management) Here again, it 
is necesswY to distinguish between the different types of managing 
agencies. lit will be seen, for example, from the followmg table that the 
vast majority of the managing agencies in the country (about 92 per cent) 
managed only one or two companies each. In their case, the 
so-called advantages of group management are clearly irrelevant.) Indeed 
a managing agency, where the income is shared by a large m:!'mber of 
people by reasons of inheritance while the active part in management is 
taken by one or two persons, often comes in the way of adequate incen
tives for management. Since income from management has to be shared 
among a large group of people for historical reasons, the active partners 
are denied their proper remuneration. This state of affairs is likely 
to lead to indifference, if not mismanagement, so that replacement of 
managing agents by one or two managing directors would establish better 
correspondence between responsibility and reward. 

Structure of Managing Agencies as on 31st March, 1965 

(Paid-up capital in lakhs of Rs.) 

No. of companies No. of managing No. of managed Paid-up capital 
managed by each agents companies (col. 2 of managed 

multiplied by col. I) companies 

(1) . (2) (3) (4) 

I 713 713 19,394 

2 -73 146 5,436. 

3 24 72 3,299 

4 18 52 1,611 

6 13 65 1,743 

6 5 30 6,173-·. 

7 6 42 

~=) . 8 5 ~-
~~ 

9 4 36 1,276 t~'~ 
10 4 40 5,617 . f., 

ToTAL 860" 1,236 51,884 

Source-Tho N"mth Annual Report. on the Working and Admit!i\tration of the Companies 
Act, 1956 publiahad by the Department of Company Affairs and Inauranoe. 
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27. The situation in a large managing agency or business group, which 
manages a large number of companies, presents a different set 
of problems. Here, there is considerable force in the argument that econo· 
mies of group management can take place. Whether the economies exist 
in all actual cases of this sort or are passed on to the companies is not 
so self-evident. In many cases, even large managing agents managing a vast 
complex maintain hardly any organisation of their own and the managing 
~gency commission bears no relation to any reasonable remuneration for 
the people actually employed for servicing the managed companies. The 
practice is also not uncommon of charging the managed companies sepa· 
tately for almost every specific service rendered, so that one would be 
hard put to enumerate the remaining services, which can justify the manag· 
ing agency commission.\Also, a more or less hereditary group of persons 
managing a large number of companies does not necessarily make for Oexi· 
ble, responsive, competent and efficient management so that group dis· 
econom1es may be as common as group economies.! 

28. Over time, it should also be possible to retain the advant:tges of 
management in the event of abolition of the managing agency system. 
Many services at present provided by managing agency firms on a group 
basis to several firms could well be continued to be supplied by charging 
a fee. Such services may include legal advice, advice on income-tax matters, 
legislation and economic trends in general. In due course, onll 
may also expect the development ofJrofessional m:!!tagel!lent consultancy 
firms, which ~!light render manageri services to those who pay for them, 
irrespective of past association or commitmenTs-regariling long-term or 
perpetual association in future. Some of the large managing agencies, 
which have already reached a mature and impersonal stage. can well con· 
.vert themselves into management service companies without delay and 
without disbanding or retrenching their present organiS3tion. Eventually, 
there might be increasing specialisation among managing corisultancy firms 
either industry-wise or service-wise. 

29.( In short, the advantage of group management prevails at present 
over only a limited area covered by the managing agency system. Even 
where a managing agency firm manages a large number of companies, it 
cannot be taken for granted that economies of group management prevail 
or that they are reflected in the profits of the managed com
panies rather than in the. profits of the managing agency firm) I~ 
the long run, economies of group management could also be assured more 
satisfactorily by the development of management consultancy firms. While, 
therefore, there might be some cases, where genuine advantages of group 
management might be disturbed in the transitional period, there is not 
much force in the argument that, taken as a whole, the managing agency 
system provides substantial and irreplaceable .advantages of group manage· 
ment. 

30. Financial Contribution-We turn now to a cons;deration of the 
financial contribution of the managing agents. This is a problem with 
many facets and we shall deal with some of the important aspects here in 
general terms. 



Sources of Funds 

I. Paid-up capital 
2. Reaervea and aurplua 
S. ProvisioD.J 
4. Bo~rowing&--

( i) From Banko 

ii) From Statutory 
Financial Corpora
tions 

(iii) From others by 
way of deben· 
turee. mortgages, 
••• 

5. Trade daea and other 
ourront li~bllitiea 

6. Misoellaneou non-cur
rent liabilitiea 

7 w Other aourcea : loans 
from managiq agents, 
fixed deposits, eto. 

Tour. 
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Sources of Corporate Funds 

1951-55 

Amount% to 
total 

31 
102 
173 

26 

25 

7 

16 

47 

16 

7·0 
23·0 
39·1 

5·9 

6·6 

1·6 

3·6 

10·6 

3·6 

100% 

1956-60 

Amow1t 0/ 0 to 
total 

120 
194 
310 

181 

9 

102 

167 

4 

29 

1116 

10·8 
17·4 
27·8 

16-~ 

0·8 

9·1 

15•0 

0·3 

2·6 

(Rs. in ororea) 

1961-64 
r---'-----. 
Amount %to 

total 

117 
162 
353 

1M 

10 

32 

151 

(-)1 

69 

ll·2 

15·5 
33·7 

14·7 

0 9 

3·0 

14·4 

6·6 

100% 1047 100% 

Souru--Reaerve Bank of India Bulletins (September 1957, June 1962 and Novomb e 
1966). 

N<rrz-The coverage of the three RBI Studies in terms of number and paid-up capital 
of companies included in the Studies is indicated below:-

Study 

1951-65 
1956-60 
1961-64 

No. of 
companies 

750 
1,001 
1,333 

Percent-
age of 
paid-up 
capital 
covered 

66 
78 
79 

The above table based on Reserve Bank's survey of non-financi(l} non
government companies reveals a number of interesting things. Inter
nal resources of companies form by far the largest source of company 
finance. The significant role of financial institutions is also clearly evi
dent. These two sources should become even more important Jn view 
of the growth of financial institutions since 1962, greater governmental 
support to these institutions and a wide variety of tax concessions offered 
in the last Budget to encourage expansion and repaV'ment of institutional 
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loans. By comparison, paid-up capital !l.nd loans from managing agents 
and deposits from private parties play a rather limited role. There is no 
doubt that the very substantial growth of the corporate sector and of 
financiat institutions over the past decade and a half has made corporate 
fi~ance increasingly independent of the managing agents and their 
fnends. 

3 I. The above P-icture relates to the entire corporate sector and docs 
not tell us much about the possible role of the managing agents or their 
friends at the time of the formation of !1 company. We have already noted 
the marginal role of the managing agents in recent years in the promo
tion of new companies. Clearly, for smaller companies, a group of per· 
sons and their friends might still play an important part in putting up 
the in_itial finance. But this need not be deterred, as we have noted earlier, 
as long as the initial promoters and financiers can claim a proper share 
in management as Managing Directors or as Directors on the Board. Des
pite the increasing role played by the L.I.C., I.C.I. C.I., I.F.C., Banks and 

. the Investment Trusts in providing initial loans, as well as underwriting 
functions, the part played by brokers and inndividual in underwriting 
new .shares is still sizeable; but the contribution that can be attributed 
directly to managing agents is negligible (cf. table below). In any case, 
the real point is that the willingness of promoters to stake their money 
initially is not so dependent on their !;>eing associated with the company 
as managing agents and nothing else.( Equally, with growing diversifica
tion of the economic structure, most new companies require such large 
amounts of funds, that support of particular groups of individuals can 
form only a small part of total needs. The real support comes from institu· 
tions, the general public and other companies.) 

Underwriting of Capital Issues during 1963-64 and 1964-65 

Underwritera 

1. Life Insurance Corporation of India 
2. Unit Tru.ot of India 
3. Industrial Credit and Investment Corp. of 

India 
4. Industrial Finance Corporation 
5. State Financial Corpora tiona 
6. Banka 
7, General Insurance Companies 
8. Industrial Development Bank of India 
9. State Governments 

10. Investment Corporation of India 
11. Brokera .. .. .. " 
12. Othora including Managing Agents, Foreign 

Collaboratora etc. 

ToTAL 

Bource-f',ompany ,B;Iw Board. 

(Rs. in lakha) 

1963-64 I9r4.65 

Amount Percentage Amount Percentage 
under· to total under- to total 
written amount written amount 

under under 
written written 

480 19·2 9815 22·9 
655 12·9 

287 11·5 515 12·0 
238 9·5 435 10·1 
233 9·3 396 9·2 
359 14·3 296 6·9 
106 4·3 247 11-7 

106 2·5 
73 2•9 57 1·3 
46 1·9 . 26 0·6 

630 26·2 654 M·2 

60 2·0 30 0·7 

2502 100·0 4302 100·0 
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32. We have already noted that direct loans from managing: ag<:nts 
form only a small part of total corporate finance. Nevertheless, m v•ew 
of the immediate impact on man~ged comJ>:lnies fr?m any s~;~dden wit.h
drawal of such Joans, we have g•ven special attention to this aspe~t m 
the individual industries studied by us. It has been suggested that pnvate 
deposits with companies--which have grown in recent years--might be with
drawn in case of the discontinuance of the managing agents. We 
are unable to accept this suggestion as many non-managed companies also 
attract large private deposits. Where the deposits are attracted by the 
special influence of managing agents, the terms offered at present arc 
not likely to be relatively unremunerative so as to make for a sudden 
withdrawal. Nevertheless, we have studied this aspect of the matter care
fully with reference to the specific industries examined in Part II of this 
Report. 

33. The practice of the managing agents giving guarantees for both 
long-term and short-term Joans obtained by managed companies from 
financial institutions has been emphasised by most of the com
panies responding to our questionnaire. This practice is rather peculiar 
to India and represents a hang-over from private money:lending 
practices as well as a symptom of the close ties that exist in 
India between the banking system and leading industrial houses. 
Normally, /most of the needs of an industrial company for short-term 
finance should be for purposes, which should be thoroughly bankable in 
the sense that they would offer scope for giving the necessary security i 
kind. Personal guarantee, Ieven when sound, can be the source of specula 
tive abuse so that the replacement of the personal guarantee of mana 
ing agents by the security of stock-in-trade, warehouse receipts, goods i 
transit etc. ;for short-term loans would represent a welcome move bo 
towards sounder banking and sounder financial management for com 
panics. The fact, however, remains that not all the needs of working capi 
tal can be met by hypothecation of stocks etc. In part, and in 
the case of a new company, the requirements of working capital, 
which cannot be obtained as a secured loan can be provided for 
in the initial capital structure. For an established company, reserves can 
also meet a part of the need. Indeed, even . unsecured bank 
loans should be based more on a cash flow analysis of the companies rather 
than on the personal guarantee of individuals. While we would welcome 
the development of the Indian banking system on these desirable lines, 
the banks today almost invariably insist on personal guarantees--which <1re 
given by managing agents in the case of managed companies and by 
Managing Directors or fand other directors in the case of non-managed 
companies. If the managing agency system is terminated, the banks would 
presumably insist on getting guarantees from Managing Directors and 
other Directors--an insistence, which cannot but create difficulties when 
the Managing Director, for example, is a professional person. While 
recommending a departure from the present practice of insisting on per
sonal guarantees for bank loans, we cannot dismiss the fear of some transi
~ional difficulties in this regard in the event of the abolition of the manag
mg agency system. 

34. Guarantee for long-term loons by managing agents in addition 
to the security or mortgage of the company's fixed assets is also a common 
practice that has grown historically and even institutions like the I.F.C. 
(but not the l.C.l.C.l.) have-come to require such gtlarantees in several 
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cases. We had discussions, however, with the management of the I.F.C. 
and we understand that they do not anticipate much difficulty in regard 
to guarantees now in force or their future operations in the event of the 
abolition of the managing agency system in an industry. It was explained 
to us that the I.F.C. has obtained personal guarantees in the past from 
both managed as well as non-managed companies. Their main justifica
tion, it would appear, for obtaining personal guarantees is that they like 
to determine where responsibility lies in ensuring that the obligations 
assumed by the comp:my are being fulfilled. Such a determination, how
ever, does not necessarily require the existence of a managing agent. We, 
however, hope that financial institution will find it increasingly possible 
to move away from the practice of requiring personal guarantees as dis
tinct from judgments based on the soundness of the purposes for which 
they gave financial assistance. Unless this is done, some transitional diffi
culties in the event of the abolition of the managing agency system can
not be overlooked particularly, where the new form of management would 
be in the hands of professional Managing Directors. 

35.lBrie6y, while the financial contribution of the managing agents ia 
not generally as important as is often asserted, it has to be recognised that 
the abolition of the managing agency system in an industry might create 
fmancial problems for some time for some of the units. It would be 
advisable, therefore, for the Government to make some proyision through 
an appropriate fiHancial institution to help out genuine cases of distress 
or dislocation in a fuirly flexible manner) 

36. In conclusion, our general survey of the advantages and dis
advantages of the Managing Agency System would suggest that many of 
the advantages claimed for it are exaggerated at least in the context of 
established industries. At the same time, it would be equally true that 
in the present context, where a great deal of supervision over the opera
tion of the Managing Agency System is exercised by the Company Law 
Board, many of the so-called disadvantages of the managing agency system 
are also exaggerated. The one real disadvantage that we see in the con
tinuance of the managing agency system is that, in the long run, it comes 
in the way of the establishment of what might be called a professional 
managerial class based on talent rather than on birth. This is not to deny 
that there are many managing houses which have begun to open their 
doors to talented people without any family connection. Nonetheless, the 
process of crea6ng a growing class of managers drawn from a wide section 
of society would be facilitated by discontinuance of the managing agency 
svstem wherever it can be done without harm in the short run. 
' 37. We should add, however, that the whole question of the dis

couragement of the managing agency system deserves to be considered as 
a measure of reform which produces effect over time, rather than as a 
much-needed surgical .operation, which restores health and vitality in a 
short span of time. Much of the fervour that gets attached to pleas for its 
continuance or discontinuance is based on rather exaggerated notions of 
the advantages and disadvantages that are likely to ensure both from its 
continuance as well as from its discontinuance. It is for this reason that 
transitional considerations of the nature and magnitude of the disloca
tion and disturbance that might be caused in the short run are of as much 
relevance as the so-called basic or inherent advantages or di.advantages of 
this svstem. In our judgment, the course of policv should be clear, namely, 
set towards the disco_uragement of this system. The pace to be set for the 

L'S2"!hfL•-' 
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policy, however, should be a measured one as nothing very vital is likely 
to be sacrified by hastening slowly in this field. 

3. Problems of Transition 

58. In the nature of things, the discontinuance of an established form 
of management is bound to create a certain ~mount of disturbance and 
dislocation. At the very least, the time and energy of a number of manag
ing agents will have to be devoted to making the necessary financial, legal 
and other arrangements for a change-over to alternative forms of manage· 
ment. It has been asked whether, in the present emergency, when there 
are many acute problems facing the country, the leaders of industry may 
uot be spared the effort and energy involved in making such a change· 
over. The present state of the capital market and the uncert~inty regard
ing the scope of expansion in the private sector in the near future in the 
present ditlicult foreign exchange situation are other temporary factors 
t& which our attention has been drawn. There is no doubt that any deci
sion to discontinue the managing agency system in any industry is not 
likely to be popular at least with large sections of the business community 
;lfi'ected. To that extent, a further impairment of confidence in general 
and of confidence in the private sector in particular may well be feared as 
;, consequence of a hrgc scale change-over in the form of management. 
We have tried to bear these considerations in mind, both in selecting only 
live of the major industries for our inquiry, as also in our recommenda
tions. It is difficult to predict the bchavwur of the stock. exchanges in the 
best of times. We are, however, inclined to take the view that since this 
matter has been under discussion over a long time, any decisions taken 
by the Government in response to our recommendations are not likely to 
impair confidence to any significant extent. If the contrary happens to be 
the case, however, Government and the financial institutions should stand 
I cady as a matter of deliberate and prior decision to support the market 
1 o a reasonable extent. 

(39. We ~re glad to note that none of the parties that represented to 
us has said that, in the event of the abolition of the system in their indus
try, it would pull out its equity investment from the companies concerned. 
Some have claimed that the companies concerned might have to face sud
den_ly r~payment of loans rec~ived ei_ther from managing agents or from 
~heir fnends. We do not consider this danger to be particularly great. If 
It does develop, however, Government should stand ready to prm·ide 
necessary loan finance through appropriate institutions to helj> the affected 
companies to tide over their temporary difficulties. 

40. I_t has been represented to us that the abolition of managing 
agents mtght lead to some unemployment among the staff of the managing 
;1geocy houses. \Ve have tried to bear this in mind in onr examination 
of individual industries and are of the opinion that our recommendations 
arc not ~uch ~s to lead to any signilica~t .u~employment. Perhaps the area 
~vcr wluch dtstl~rbance ought _to be nunn~used-and. if possible. avoided, 
!n ~he present ctrcumst.anc_es-t~ th~t relatmg to our balance of payments. 
I hts, too, we have borne m m111d Ill our recommendation.:) 

41. Apart from the general transitional problems rei&red to above 
each industry, of _course, will have specbl problems dependent both 0~ 
the nature of the md~IStry and tl~e role of man:~ging agents in the.indns
try. These we have tncd to take Into account in Oil]; examination of each 
mdividual industry. 
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PART II-FINDINGS AND RECOMMENDATIONS 

1. Summary 

In Part I of the Report, we have indicated our general conclusion 
that discouragement of the managing agency system is a desirable measure 
of long-term reform. The larger social and economic advantages that we 
foresee from the discouragement of this system will assume a significant 
proportion over a period of time. but equally, in the short run, the dis
continuance of this system in any industry will lead to some transitional 
difficulties. In the present economic context, when the country is faced 
with an emergency, when conditions in the capital market are sluggish and 
when there is particular need for not disturbing the sense of confidence of 
the private sector unduly, there is much to be said for hastening slowly in 

· reforming the system of industrial management in the country. 

2.(By and large, we favour the discontinuance of the managing agency 
system in the sugar, cotton textile and cement industries)However, in 
keeping with our general conclusion that it would be desirable to hasten 
slowly in a matter like this so as to minimise disturbance to the indus
tries concerned and the economy in general, we would like to recom
mend that the Government should take a liberal attitude in giving these 
industries a reasonable period of time over which the change-over from 
the managing agency system should be made. One Member of the 
Committee is also of the view that in the case of the Cotton Textile 
Industry, having regard to its present condition, a period of five years . 
would be required to ensure a smooth change-over. 

3. (We do not recommend the termination of the managing agency 
system in the jute textile and paper industries.) This is without prejudice 
to the consideration that, where circumstances in a particular unit so 
justify, the managing agency should be discontinued and that, as a matter 
of long-term policy, the Government shiiiild encourage existing units to 
switch over to alternative forms of management. 

4. Our recommendations for the discontinuance of the managing 
agency system in some of the industries studied by us might have reper
cussions in the short-run either on the capital market in general or on the 
financial position of individual units affected. We would like to recom
mend that the Government should be prepared for a while to extend the 
necessary support to the market or to individual units through appropriate 
agencies so that the transition to a new form of management is as smooth 
as possible. 

2. Cotton Textile Industry 

5. The cotton textile industry in its modern form is now more than 
a hundred years old in the country and ranks as the largest single industry 
in terms of its contribution both to employment and output. Apart from 
providing from the entire clothing requirements of the country, it con
tributes nearly Rs. 60 crores a year to our export earnings. In recent years, 
as a result of deliberate policy, the decentraliscd sector of the industry has 
grown faster than the mill sector. Even so. the production of cotton yarn 
by mills has increased as much as .r;o per cent between 1918 and 196~ 
and of mill-made clcS<h by approximately 15 per cent-
fS2MofLaw-4(a) 
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6. While, undoubtedly. the cotton textile industry is one of our oldest 
and well established industries, it faces today formidable problems of 
modernisation and rationalisation. Many of the mills opera~ing i? the 
country with worn-out and outmoded machinery cannot survive _without 
extensive rehabilitation. Practically over the whole range of the mdustry 
also, the productivity of labour is low, so that the advantage of cheap 
labour is more than offset by lower output per person. For this reason, as 
well as because of the rapid technical strides in the textile field thr~ugh
out the world, the Indian cotton textile industry has found it increasmgly 
diflicult to hold its own in the international market. This industry, which 
was known once as the classic instance of a labour intensive industry is 
now tending to become one of the more capital intensive industries _in 
the richer countries. A Working Group set up by the National Industrial 
Development Corporation Ltd. has estimated that the requirements of 
the industry for complete modernisation would be ~8illLcro~:_es_;_a.ud 
according to the Indian Cotton Mills Federation as much as Rs. 540 crores 
will be required during the six years 1965-1971. Whatever view we take 
about the feasibility of a modernisation programme of this order, it is 
clear that the period ahead for the cotton textile industry in India will 
be one which would require a great deal of skill in management and 
organisational ability as well as substantial financial resources. 

7. In general, the record of the cotton textile industry in recent years 
can at best be termed mixed. The relations between the shareholders and 
the management as well as between management and labour have been 
good. According to a Reserve Bank of India study of 262 selected cotton 
textile companies accounting for 87 per cent of the total paid-up capital 
as on 31st March, 1961 in that industry, dividends as a percentage of not 
worth have been of the order of 5 to 6 per cent (during I 960-63)-a 
record which compares unfavourably with that of most industries in the 
country. According to the same study, the net worth of the 262 cotton 
textile companies covered in the sample amounted to Rs. 250.9 crores in 
I 962·63, of which roughly half was accounted for by paid-up capital and 
the remaining half by reserves and surplus. Nearly 44 per cent of the 
paid-up capital represents bonus issues indicating that there has been a 
rather high rate of capitalisation of reserves by way of issue of bonus 
shares. As for the qualit.y of management at present in evidence in the 
industry as a whole, severa_l adverse strictures ~n this regard have been 
P;1ss.ed recently ~y a Work.mg Group for. the mdustry ~et up by the 
N at10nal lndustnal Development CorporatiOn Ltd. As already mentioned, 
the industry has failed to maintain its competitive position in world 
markets-a phenomenon for which, however, the industry cannot be held 
entirely responsible. 

8. Out of 720 textile mill companies engaged in the production of 
cotton yarn and cloth in the country as on 31st March 1964 250 were 
managed by managing agents. The managed companies account for about 
60 p~r cent of the total_paid-up capital of the irnlustry. In terms of pro
~uction also, the managmg age!1cy companies account for a similar share 
111 the total, so that the managmg agency system constitutes the predomi
nant form of management in this industry. 

9 .. ~n. 31st M~rch, 1964, there ~vere 229 mana~ing agency ce>mpanies 
manal?mg m all ~:>0 cotton compames. As many as 123 of the managing 
agencies were unmcorporated and 77 were private comp~nies. Only 29 
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of the managing agencies were public companies. As will be seen from 
the following table, 142 managing agents had no paid-up capital at all, 
82 had paid-up capital of less than Rs. 50 lakhs and five managing agents 
had paid-up capital of more than Rs. 50 lakhs:) 

Form of Organisation and Capital Size of Managing Agents in Cotton 
Textile Industry as on 31st March, 1964 

(Capital in lakhs of &.) 

Form ofMannging Agencies 

Paid-up capital Individuals or 
firms 

,------A--. 
No. Capital 

Nil 123 
Less than Rs. 5 lnkhs 
Rs. 5 Iakhs toRs. 10 

Jakhs 
Rs. I 0 lakhs to Rs. 25 

lakhs 
Rs. 25 lakhs to Rs. 50 

lal<hs 
Rs. 50 lnkhs and 

above 

ToTAL 123 

SourcP-Compnny Law Hoard. 

Private Ltd. 
Cos. 

No. Capital 

14 
40 22 
10 55 

8 146 

3 so 

2 163 

77 4.66 

Public Ltd. 
Cos. 

,------A--. 
No. Capital 

5 
12 17 

3 IS 

3 42 

3 IOD 

3 260 

29 44.6 

Total 

No. Capital 

142 
02 3D 
13 73 

II 188 

6 189 

5 423 

220 Ul2 

I 0. (It will be seen from the table given below that of the 229 Manag
ing Agehts operating in this industry as many as 196 managed only one 
cotton textile mill each and nothing else. In addition, there were at least 
11 managin~ agents, who managed only one cotton textile mill each in 
addition to one company in another industry. 

Frequency distribztlion of Managing Agents -in Cotton Textile Industry 
according to uumber of comjHmics managed as Oil 31st March, 19M 

No. of Paid-up Capital of Total No. No. of Paid-up 
No. of Cos. manngcd managing of Cos. cotton capital of 

agents :Managing Managt.•U numngcd companios mann~U 
Agents companies managed cotton 

ros. 
(Rs. in crorcs) (Rs. in 

crorcs) 

1 l!Jfi 2·0 56-4 1!16 196 40·4 
2 18 0·7 ID-4 36 25 11·0 
3 I 1·4 3 2 1·3 
4 6 1-D 12-4 24 8 j·8 
5 3 0·7 S·fl 15 10 3·5 
6 I 1-1 58-0 6 2 2·0 
7 

16 3 10·5 8 2 I· 5 37·8 
9 0·7 6·2 9 I 0-9 

10 0·5 29·3 10 3 3·7 

ToTAL 229 9·1 225· 9 315 250 07·1 

S"uree-Cornp:my L:n/Boa.rd. 
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,Looking at it from the other end, of the 229 managing agents con
cerned, there were only 6 managing agency houses, which were managing 
four or more than four companies either as managing agents or as secre
taries and treasurers. Of these eight, four managing agency houses ac
counted for only one cotton textile company each. As far as economies of 
group management are concerned, it 1s quite clear that in the cotton 
textile industry at any rate, thi~ consideration would apply at best to only 
a handful of managed compames. 

11. In order to get a more detailed picture of the working of the 
managing agency system in this industry, we addressed a questionnaire (of 
Appendix H-ltem I) to as many as 205 managing agents, 233 managed 
companies and 15 companies not managed by managing agents in this 
industry. We received only 59 replies from the managing agents, 106 from 
the managed companies and only four from companies not managed by 
the managing agents. The response from the managed companies was not 
unsatisfactory considering the fact that the 106 companies, which res· 
ponded t.o u& account for 65 per cent of the total paid-up capital of 
managed companies in the industry. Whether the large majority of manag
ing agents, who did not respond to our questionnaire, had nothing signi
ficant to report or whether they were indifferent as to the nature of our 
findings and recommendations, there is no doubt that the 59 managing 
agents and the 106 managed companies which responded to us represent 
a sample, which shows the operations of the managing agency system in 
this industry in a somewhat better light than what would be justified, if 
we were able to base our conclusions on a more satisfactory response to 
our questionnaire. The observations in the paragraphs that follow, which 
are based on the replies received to our q ucstionnaire, therefore, give, if 
anything, a more favourable picture of the managing agency system than 
is actually warranted. To give only one example, in our sample, 12 of the 
59 managing agents, i.e. almost 20 per cent, are public companies, whereas 
less than 13 per cent of the total managing. agents in this industry are 
organised as public companies. (29 out of 229). 

12-LThe general conclusion that the vast majority of the managing 
agents managed only one company each is borne out in our sample also. 
Of the 59 managing agencies in our sample, as many as 52 managed only 
one cotton company each and the paid-up capital of these 52 manaaed 
companies accounted for a littl~ o~er 65 per cent ?f the total pailup 
capital of t~e managed compames. m our sample. F1ve managing agents 
were managmg two cotton compames each and two were manarrina three 
cotton companies each. No m~agipg agent in our Sample was 

0
m:naging 

more than three cotton compam'lY 

13. Our analysis of the 106 mana~ed compapies, that responded to 
us, shows that of their total paid-up capital of Rs. 63 crores, Rs. 15.1 crores 
or 24 per cent was held by the managing agents. This indicates a rather 
substantial shareholding (and v_oting power) on the part of the managing 
agents .and would suggest that, m one 'Yay or another, most of the existing 
!":magmg ag~nts would be able to retam control over the companies, even 
tf _the managmg agency ~onn of !"an:'gement is discontinued. Apart from 
th11, however, th~ fi':lanoal contr1buuon of the managing agents does not. 
seem to be very Slgmficant as can be seen from the f8llowing table. 



21 

Total Funds of JOG managed cotlon companies covered in the Sample 
during 1963-64 

Nature of .Ifw1ds 

I. Totnl paid.up value of the capital of munngcd compnnit•s 1wl he'd 
by Managing Agents . . . . . . . . . . 

:?. l.Jaid-up value of the capital of ruanagt·1l companies held by manng-
ing Agents, their partners, directors etc. . . . . . . 

*3. RcscrveR and surplus . _ 

4. Loans, overdraft or current accotwt facilities from the Managing 
Agents to the mnnngcd companies (a.nrnge fur tho last three 
years) 

5. Loans from Associates of tlw 1t!anuging Agents 
6. Loans from Banks .. 

. 7. Loans from !J'innncinl Institutions 
S. Public Deposits 
9. Debentures 

10. Loans from State Gon~rnmcut.s 
11. Othcl's 

ToTAL FUND~ 

.. 

Amow1t 
(Rs.in 
croros) 

);1·1 

U3·0 

5-5 
2·1 

42·5 
5·7 

-1·0 
7·5 
0·3 
1·9 

192·5 

Percent. 
ngu to 
total 
funds 

0.' 
/0 

7·8 
32·7 

2·0 
1·0 

22·1 
3·0 
U•5 
3•!) 

0•2 
1-0 

100·00 

*Estimatcd-lt is n~-. .. umcd that they nrc equal to th.o pni,l-up capital of tho cotton 
companies included in ow· t;umplo. 

It will be seen that. the direct investment of the managin~ agents in
clusive of investment in shares and loans to managed con1pa.ucs accounts 
for just a little over 10 per cent of the total funds available to the com
panies. Loans, overdrafts and currellt account facilities from the Manag
ing Agents to the managed companies including loans from associates of 
the managing agents accounted for less than 4 per cent of the total fuuds. 
Information regarding the extent of debenture holdings by the managing 
agents is not available. The magnitude of public deposits at 0.5 per cent 
of total funds is also not a significant source of finance for the managed 
companies. On Decewber 31st 191i4, the total indebtedness of the JOG 
managed cotton companies covered in our Sawple to their managing agent> 
on account of luau-;, remuneration etc. amounted to Rs. 4.13 crores. As 
against this. loans obtained from b<n1ks and financial institutions were of 
the order of Rs. 1S crorcs. A very substantial part (Rs. 45 crores) of the 
loans obtained from the banks and the financial institutions was guaran
teed by the managing agents. 

14. r\ survev conducted hv the Reserve Bank of India in 1964 shows 
that at the end 'or HJfil, the c)utstanding foreign investment in the entire 
cotton textile imlustrv 1us of the order of R'- 6.2 crores representing :l.i 
per cent of the total paid-up capital of R,. Itii.H crores of all cotton coin
panics al work as on ;~1st ~larrh. l~tld. ·rhl' ouhtanding foreign invest· 
mcnt of Rs. ().:2 t.rort•s was divided t:qually between direct invc'itment in 
foreign tontrollcd rupee companies and portfolio investments in private 
companies in India. There is no reason why the discontinuance of the 
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managing agency system in the cotton textile industry should lead to dis
investment by foreign investors. But even if it _does, the magnitude in
volved cannot be considered to be large. 

~ 

>~' 15. (We have already noted that the cotton textile industry is an im
portant earner of foreign exchange for the country. Unfortunately, 
export earnings from this industry have not grown significantly in recent 
years. Indeed, India'a share in world export of cotton cloth has tended to 
decline. While there ia every need, therefore, for much greater effort to 
increase the competitiveness of the Indian cotton textile industry, it is 
difficult to ar~ue that any change in the form of management of the indus
try would have any significant consequence one way or the other in this 
regard. Given the pull of the domestic market and the inevitability of 
continuing competition from a number of countries, the future of India's 
cotton textile exports would depend essentially on the general efficiency 
of the industry and our ability to keep domestic demand under check. We 
do not fear any decline in the general efficiency of the industry in the 
event of a change-over from the managing agency system in the industry. 

16. Practically all tlle replies received by us speak of the promotional 
services rendered by the managing agents in the initial years without any 
payment. We have no doubt that many of the managing agents (or their 
forbears) must have performed useful pro.notional activities in respect of 
the companies managed by them in the past. We have no doubt also that 
during their association with the managed companies, extending in most 
cases over several decades in this industry, the managing agents must have 
been amply rewarded for whatever promotional services they rendered in 
th past. The important question at the present stage, however, is the role 
that the managing agents might be expected to play in the expansion and 
modernisation of the cotton textile industry over the years to come. The 
financial resources for the expansion and modernisation in the case of 
an established industry like this will necessarily come to a large extent 
from the internal resources of the companies and the funds borrowed 
from financial institutions. We cannot say that a change in the form of 
management from the managing agency system to, say, the system of 
managing directors may not have some effect on the flow of new equity 
investment in the industry from the families and groups intimately asso
ciated with it, at present. We, however, feel that for an established indus
try like this, it would be in the general social interest, if it is to turn for 
its fresh needs of equity capital to a greater extent to the market and to 
the general public. In the present conditions of the capital market, it 
will not be very easy for the cotton textile industry to raise much new 
money in the market. But over a period, a greater degree of diversification 
in the ownership of equity capital in this established industry cannot but 
be regarded as a desirable trend. 

17( It remains for us to assess the managerial services rendered by 
the managing agents to the managed companies and to relate these 
services rendered ~y the managing age~ts to t~e managed companies and 
to relate these services to the r:munera~10n _received by them. Realistically, 
we cannot assess the managenal contnbut10n of the managing agents in 
the. c~tton textile . industry without _distinguishing _between (a) the vast 
maJ?nty of managm~ agents (essentially partnership and private com
pamea) who mana~e only one company each and (b) the few managing 
a~enu, who managed one or more cotton companill5 together with some 
other companies in other industries. In the case of the former, apart from 
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the absence of group economics and indeed any kind of organisation, 
which might give rise to such economics• the salient fact is that the profits 
of the managing agency are shared by a large number of relations and 
friends although the actual responsibility of management is borne essen
tially by one or two persons. Sooner or later, the discontinuance of the 
managing agency system and its replacement by llJilllilgiug directors is 
bound to bring about a situation in this industr.,;. where the reward for 
managenal services w!ll get more closely related to the actual responsibility 
of management and the absentee partners (often widows, old uncles and 
aunts) will have to be content with normal earnings on their investments. 
In our view. such a change would provide greater incentive for efficient 
management.) 

H( The second category of managing agents (usually public companies 
manag1hg a number of companies in different fields) occupies only a small 
part of the field in this industry. We cx-tmincd the case of eight of the 
most prominent houses active in this industry, which replied to our ques· 
tionnaire, and found that even they manage only 14 cotton companies so 
that their main interest lies in other fi~ld~).vc have no reason to doubt, 
that by and large, the cotton compani~anagcd by these houses enjoy 
good management and that economics of scale in management prevail. 
But equally, it would appear that the lion's share of \he benefit accruing 
from economies of group management goes to the _managing agency firms 
rather than to the managed companies. This is a point which is difficult 
to quantify as it is not possible to separate the contribution of a managing 
agency firm to each of the con~anies managed by it and relate it to the 
managing agency commission. \!so, many managing firms are engaf?cd in 
a wide variety of business other han the management of com paniC{) How
ever, the following paragraph refers to a few facts which might serve as 
a basis for a reasonable judgement on this point. 

19. Of the eight leading managing agency firms with an interest in 
the cotton textile industry, there were live in whose case the income from 
managing agency commission (including commission as Secretaries and 
Treasurers) formed less than half of their total income. In their case. it 
would be artificial to argue, therefore, whether the managing a~-:cncy to-Iii
mission was excessive in relation to the services rendered as the services 
rendered to the companies cannot be disentangled from the other activities 
of the managing agency firms. In the case of the remaining three major 
managing agency firms where the management commission formed 80 to 90 
per cent of total income, profits before tax amounted to 36.7, 74.6 and 75.5 
per cent of net worth during the latest year for which detailed balance-sheet 
data were readily available. Profits after tax amounted correspondingly to 
29.1, 21.9 and 21.7 per cent of net worth. Judged as a return on net worth, 
the profits of these managing agency finns were, therefore, unusually high. 
It may be argued that it would be more reasonable to relate the managing 
agency commission directly to the cost incurrc~l in managing the _cmnpanies 
as it is in respect of these costs that the managmg agency system 1s expected 
to provide economics of group m~nagement. In _the cas~ of the three 
managing agency firms, even assummg that the enure cost mcurrcd by way 
of salaries, establishment charges and Directors'· remuneration may be 

• or the 59 managing agents only 10 claim to maintain nny orgnnilmtion of tl eir own 
and we are inC' lined to think thnt these 10 cases repreS<'nt prnctienlly all tho Cll&-8 in the indus. 
try where managing agents have an effective organisation or manngrrial set up, which could 
be construed as distinct ~m that of the managed companies themselves. 

LfS2Mo£Lnw-5 
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attributed as the cost of managing the companies concerned, it is note
worthy that the managing agency commission amounted to 200 to 300 per 
cent of the cost of management. This implies that even on the assumptiOn 
that the companies would have spent twice as much on m_anagement cost 
as the managing agents, the entire "saving"-and more-m management 
cost was reflected in the profits of the mana~ing agents rather than in the 
profits of the managed companies. 

20. So far, we have tried to assess the role of managing agents in the 
Cotton textile industry without attempting any comparison with. the record 
of the non-managed companies in the same industry .. We have already 
given in Part I our reasons for not attaching too much Importance to such 
a comparison. However, we did attempt a comparison between 5 pairs of 
managed and non-managed companies in the industry taking all possible 
care to select. each pair with as many common characteristics (other than 
form of management) as possible. Since we do not wish to exaggerate. the 
significance of such a comparison, we note only our findings on two pomts. 
As far as profitability is concerned, there was not really much to choose 
between the two forms of management-equity dividend was higher in 
the case of non-managed companies in three out of five cases, whereas 
profits after tax as percentage of net worth were higher for managed com
panies in three out of five cases. However, managerial remuneration as 
percentage of net profits after charging such r!!muneration was invariably 
higher for the managed companies. 

21. It would be clear from what we have stated above, that, by and 
large, we would favour the discontinuance of the managing agency system 
in the cotton textile· industry. This is a well-established industry, where 
the managing agents have had am]ille time to compensate themselves for 
any promotional services rendered mitially without charge to the com
panies. Whereas the industry has to face formidable problems of reorgani
sation, modernisation and greater competitiveness at home and abroad, 
we do not think that the continuance or the discontinuance of the system 
would make a material difference to the provision of adequate finance for 
this purpose. Economies of group management apply only marginally to 
this case; and over the vast area managed by managing agents, their re
moval would create a better climate over time for more efficient and 
business-like management. Even in the case of the few companies managed 
by multi-firm agents, there might be some saving in the cost of manage
ment to most companies. The nature and scale of the financial contribu
tion of managin~ agents to the industry is not such as to pose any signifi
cant threat of dislocation to the industry. 

22. Some difficulties and dislocation, of course, are bound to result 
from. any chang7. in the system .of m_an~g~ment. Thus, as long as the 
practice of requmng guarantees from mdividuals in the case of loans from 
banks and others is insisted upon, difficulties will be experi
enced particularly by units, where the managing agents might 
be replaced by professional managing directors not connected 
with previous managing agents. Conditions are also never so uniform in 
any industry to warrant the conclusion that a given course of action will 
produce net results in the same direction in all cases. The cotton textile 
mdustry is also facin~ a particularly difficult situation at present with 
threat of closure to a number of small units and possi~le shortage of cotton 
and power supply. We recommend, therefore, that the industry should be 
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given a reasonable period of time to make the change-over from the manag· 
ing agency system. One Member of the Committee is also of the view 
that in the case of the Cotton Textile Industry, havi.ng regard to its present 
condition, a period of five years would be required to ensure a smooth 
change-over. 

23. Although we are required to make our recommendations within 
the framework of Section 324, it may well be that our recommendation 
could be substantially given effect to under Section 326. In case the 
Section 326 approach is adopted, the Government will also be able to 
give separate attention-we do not say special attention as we have not 
examined the merits of individual cases--to one problem that was brought 
to our attention. We refer ,to the problem of the so-called composite com· 
panics, i.e. companies, which are engaged in the manufacture of a number 
of items and which cannot, therefore, be described simply as cotton textile 
companies. 

3. Jute Textile Industry 

24.( The Jute Textile Industry is India's foremost export earner con· 
tributing more than one fifth to India's total export earn~· gs. As much as 
75 per cent of the production of the indust.ry is exported. !though faced 
with severe and growing competition from Pakistan, e industry has 
managed, of late, to hold its own in international markets by substantial 
modernisation of the spinning section and by greater attention to the deve
lopment of new products and markets. Internal production of raw jute still 
leaves much to be desired both in terms of quantity and quality. The 
modernisation of the weaving section of the mdustry has also yet to get 
under way. Nevertheless, the industry has been able to achieve a measure of 
stability and dynamism in recent years, which shoUld stand it in good stead 
in meeting the competition from Pakistan and from substitute products 
which is not only likely to continue but indeed to grow in intensity in the 
coming years. The operations of the scheme to support raw jute prices at 
prescribed minimum levels have contributed a great deal to the stability of 
the indust.ry. A great deal of effort, however, is still required for increasing 
per acre yields ot raw jute in the country, for modern•sing and expanding 
the weaving capacity of the industry, for continued research and market 
development and for developing and popularising new jute products and 
their uses. 

25. On the whole, the record of the industry when judged in the light 
of the difficulties experienced by it in recent years has been good. Accordmg 

. to a Reserve Bank of India study, profitability in the industry has varied a 
great deal from year to year. Dividends as a percentage of net worth, for 
example, were only 3.5 per cent in 1961-62 and 6.7 per cent in 1962-63. In 
the same years, dividends as a percentage of paid-up capital were 5.9 per 
cent and 13.1 per cent respectively. Relations between share holders and the 
management and between management and labour have been satisfactory. 
A good part of the paid-up capital has been built up over the years by the 
issue of bonus shares. According to the same Reserve Bank of India study, 
out of the total paid-up capital of Rs. 3!.9 crores during 1962-63, the size 
of the bonus issues was of the order of Rs. 9.87 crores (about 31 per cent). 
Reserves and surJ?lus at ~s. ~0.03 crores ~e:e roughly ~f the same order .as 
total paid-up cap• tal, a s1tuat10n almost Similar to that m the cotton texule 
industry. 
MJS2Mol'Law-5(a) 
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26./0ut of the 96 companies in this industry as on 31st March 1964, 
44 were ~anage~ by managing agents and the managed companies account
ed for more than 70 per cent of the total paid-up capital in the industry
Many of the non-managed companies are also. managed by some of the 
managing agents as Secretaries and Treasurers. 

27.\_As will be seen from the table below, out of the 32 mana~ing agents 
-operating in jute industry as on 31st March, 1964, 8 were individuals or 

firms, 10 private companies and 14 public limited companies. Eleven of 
the managing agents had no p.aid-up capital, whereas nine had paid-up 
capital of Rs. 50 lakhs or more. 

Form of organisation and capital size of Managing Agents in Jute Textile 
Industry as on 31st March 1964 

(Capital in lakhs of Rs.) 

Form of Managing Agencies 

Individuals Private Public Total 
Paid-up Capital or Firms Ltd. Cos. Ltd. Companies 

--y----J- -"------, 
No. Capital No. Capital No. Capital No. Capital 

Nil 8 1 1 11 

Less than Rs. 5 lakha. 

Rs. 5 lakha to Rs. 10 3 18 1 5 4 23 
Jakha. 

' 
Rs. I 0 lakhs to Rs. 25 1 20 3 43 4 63 

lakhs. 

Rs.25lnkhsto Rs.50 2 70 2 65 4 135 
lakhs. 

Rs. 50 lakha and 3 211 
above. 

6 1,010 9 1,221 

TOTAL 8 10 319 14 1,123 32 1,442 

:'rom the. frequency distribution given below, it will be seen that of 
the 32 managmg agen~s, 14 managed only one company each, whereas 13 
managed four compames or more each or a total of 91 c · f h' h 94 · · ompames o w tc 
- were ]Ute c_ompames. Seven of. the managing agents mana ed between 7 
to 10 compames. In terms of pa1d-up capital the 24 m gd · •I • 1 f · d f 1 • anage compames, 
\\ IIC 1 01 me a part o a arger complex accounted fo R 18 29 · R 4 -6 • r s. . crores as ag-dmst s. .I crore~ accounted for by the 14 companie d b ' 
managing agent each; s manage y one 
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Frequency Distribution of Managing Ageuts in Jute b1dustry according to 
number of companies managed as on 31st March 1961 

No. of Cos. managed No. of Paid-np capital of Total No. No. of Paid-up 
managing of cos. Jute capiro! of 

agents Managing Managed managed cos. managed 
Agents companies managed jute 

compnniC's 

(Rs. in crorcs) 
(Hs. in 
crorcs) 

1 14 1·55 4·76 14 14 4·76 
2. 0 ,· 3 0·80 4•80 0 3 1·52 
3 2 0•40 2•81 0 3 1•21 
4 1 0•25 1·48 4 2 1•00 
5 5 1·73 10•32 25 8 3·88 

6 

7 1 0·05 13·77 7 1 2·89 

8 2 2·34 7·10 16 4 2·38 

9 1 2·50 3·46 0 4 2·88 

10 3 4·80 34·39 30 6 6·20 

TOTAL 32 14·42 85·01 117 44 25·78 

28.~0n the whole, the claim that managing agents provide group 
management seems to be better substa~iated in the case of the jute textile 
industry than in most other industries. his is all the more so in view of 
the fact tnat the same group of manag g agents also manage a number of 
other companies as secretaries and treasurers. One of the major managing 
agency houses in this industry for example, managed 10 companies as 
managing agents and 14 as secretaries and treasurers; another managed 8 
companies as managing agents and 10 as secretaries and treasurers; and a 
third managed 10 companies as managing agents and 9 as secretaries and 
treasurers. 

29. We addressed our questionnaire to 23 managing agents, 42 managed 
companies and 15 companies not managed by managing agents and 
received replies from 12 managing agents, 20 managed companies and 7 
non-managed companies. The managed companies that responded to us 
account for more than half of the total paid·up capital of the managed 
companies in this industry. 

30. From the replies received from managing agents, it would appear 
that the partnership form of organisation is not very popular with the 
managing agents, in this industry. Of the 12 managing agents 
only one was Brganised as a partnership, six as private com· 
panics aml five; as public companies. Of the same 12 managing agents, 
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three were managing only one jute company each and nothing else, where
as at the other end seven managing agents were managing between 5 to 10 
companies in various industries. Apart from the diversity of industries 
managed by the leading managing age_ncy houses operating in_ this in~ustry, 
there is also the fact that these manag111g agents are engaged m a var!etr of 
non-management activities such as general tradin~ insurance, sh1pp111g 
agencies, selling agencies, investment holding etc."''lt woul~, th<;re_fore, be 
fair to presume that whereas group management opo;rates 111 th1s m~ustry 
to a greater extent than in the case of the cotton textile or the sugar mdus
try, for example, any economies resulting therefrom relate more to general 
managerial services rather than to the kind of economies that might be ob
tained by managing a number of units in the same industry. Of the manag
ing agents; who responded to our questionnaire, for example, only three 
managed three or more than three jute companies each either as managing 
agents or as secretaries and treasurers. Nonetheless, the general conclusion, 
namely, that a sizeable part· of the jute industry is managed by managing 
agency houses, which can lay a greater claim to group management than 
managing agencies in most other industries appears justified. Several of the 
more important managing agencies in the industry have also perhaps more 
of a professional and bureaucratic look about them than that of an ex-
tended joint family. ,. 

31. We have found it even more difficult in the case of the managing 
agents in this industry to relate the managing agency remuneration received 
to the benefits that the companies might have derived by way of economy 
in obtaining a number of common services, as well as in the form of advice 
or entrepreneurship of individuals, whose services were remunerated in 
no other way by the companies concerned. This is so, both because of the 
large variety of the common services performed by the managing agents, 
as also on account of the large variety of business done by these agents. 
Nevertheless, on the whole, it would not be unfair to infer that in this 
industry also, economies of group management are perhaps reflected more 
in the net profits of the managing agents rather than in the profits of the 
managed companies. 

32. The total paid-up capital of the 20 managed companies, which 
replied to our questionnaire comes to Rs. 13.19 corres. Out 
of this, the managing . agents, their directors, partners, friends 
etc. hold shares of the pa1d-up value of Rs. 3.32 crores, which is slightly 
over ~5 per cc;nt ~f the paid-up capital of th<; managed companies. The 
fi_nan~ml _contnbuuon o~ the manag111g agents m the form of equity parti
CipatiOn 111 the compames controlled by them, therefore, is sizeable. How
ever, the same cannot be said of their financial contribution in other forms. 
Loans from managing agents _and their associates, for example, were only 
of the order of Rs. I. 7 crores m our sample as against loans from banks of 
Rs. 17.85 crores and from financial institutions of Rs. 79 lakhs. There was 
no evidence in our sample of the managed companies receiving public 
deposits. As usual, practically all the loans from the banks and the finan
cial institutions were guaranteed by the managing agents. 

33. According to a survey conducted by the Reserve Bank of India in 
1964, the outstanding foreign investments in the jute industry as at the 
end of 1961 were of th~ order o! Rs. ll.S .crores representing abour 33 
per cent of the total pa1d-up capital of all JUte companies at work as on 
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~1st M~rch 1964. Of these, Rs. 9.8 crores was by way of direct investments 
m foreign branches, Rs. 0.4 crores in foreign controlled rupee companies 
and Rs. 1.6 crores by way of portfolio investments in companies in India. 
Investment in foreign branches is not connected with the managing agency 
system and should not, therefore, be affected by any change in the system 
of management in the industry. 

34. A Reserve Bank study of the working results during- 1963-64 of 
52 jute textile companies-31 managed by managing agents, 12 managed 
by secretaries and treasurers and 9 not managed by managing agents-shows 

the following picture in regard to profitability:-

1. Gross Profita as per centage of aalea .• 
2. Gross profits os percentage of total assetsjliabilities 
3. Profits after tax as per osntags of net worth 

Companies Companies Compnnice 
managed managed no\ 

by by managed 
managing secretaries by 

agents and managing 
treasurers agenta 

8·6% 
11·3% 
9·0% 

7·6% 
10·2% 
7·7% 

8·6% 
10· li% 
16·7% 

(The paid-up capital coverags of the study wao about 75 %)-

It will be seen that, by and la~e, both the managed and non-managed 
companies have been equally effective and, if anything, the companies not 
managed by managing agents showed better results. For the reasons already 
mentioned, however, we would not like to attach too much importance to 
such a comparison .. 

35. In our questionnaire, we had sought the views of the managing 
agents on the likely consequences of the discontinuance of the managing 
agency system. The replies received from the jute textile industry referred 
to some matters, which were not referred to by and large in replies received 
similarly from other industries. Our attention, for example, was drawn 
to the possibility that the managing agents mi~ht be forced to dispense 
with the services of a number of highly qualified experts and a large 
number of clerical and subordinate staff allocated to work connected with 
the managed companies. It was also suggested that the termination of the 
present state of affairs in which a group of more or less professional 
managers manage ~ number of companies might lead to amalgamation of 
manufacturing units into near-monopolies by powerful economic groups 
to the detriment of a large number of small shareholders, who will be power
less to defend themselves against large scale manipulations aimed at com
pany take-overs. During our discussions with the representatives of the 
Associated Chambers of Commerce in Calcutta, we tried to get some further 
details regarding these two contentions. We were, however, unable to get 
information or opinions of the kind which could enable us to assess how 
serious these two possibilities are. On the whole, we are inclined to dis
count them. Given the professional nature of the larger managing agency 
houses in the industry and the diverse functions they perform, it should not 
be difficult for them to reorganise themselves as service companies, thus 
retaining the staff, which carinot be absorbed by the companies themselves. 
As for the danget<> of undesirable amalgamations, we assume that the 
Government would be alive to this danger in the normal course of things. 
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(36. We are, however, impressed by one consideration which . was 
brought to our attention in a number of replies and in oral ~resentatwns. 
This rela·tcs to the apprehension, that tl~e severance _of th~ links betw~en 
the managing agents and the managed JUte compames nught underm~ne 
the jute industry's export effort. The jute industry has been exportmg 
now for over 100 years and many of its present markets are as long-dated. 
StroFlg trading connections have been established with overseas buyers, 
many of whom rely on the name of the managing agency house. To cut 
across these trading links by abolishing managing agents, we were told, 
would be to disregard a natural development, which has been of India's 
gain in her jute goods export trade. Apart from this, it was represented 
to us that the jute textile industry has only lately been showing greater 
signs of confidei1ee and that the present time, when it still had formidable 
problems of research, market development and modernisation to tackle, 
to enable it to hold its own against severe competition from Pakistan and 
from substitute products, was not the most appropriate time for ordering 
a change-over in the predominant system of management in th~ industry. 
While we cannot accept the position that the jute textile industry cannot 
maintain its export effort without the continuance of the managing agency 
system, we arc impressed by the consideration that a cautious attitude in 
avoiding disturbance would be particularly justified in the case of a pre
dominantly export-oriented industry which has difficult problems to tackle 
and which contributes so substantially to the country's export earnings) 

. 37./Briefly, the general position in the jute textile industry is not 
very different from that in the other industries studied by us excepting 
perhaps in ·one or two respects. Group management and a more or less 
professional spirit of management prevail in this industry to a somewhat 
greater extent than in other industries. More important, the industry's 
importance in our export effort and the particularly severe competition 
facing it argue in our judgment in favour of as little disturbance as 
possible to this industry_,?This is not to say, however, that even in this in
dustry t.herc might not be a case for discontinuing the managing agency 
form of management in individual cases in the light of special circum
stances that might apply to these cases. Nor do we wish to convey that 
even in this industry the Government should not, as a matter of long
term policy, encourage existing managing agents' to switch over to other 
forms of management. But we do not recommend that the Government 
~hould force t~lC pace in terminating the managing agency system in this 
mdustry at th1s stage. 

4. Sugar Industry 

38. Although the sugar industry is one of the older industries in the 
country._ it ~as continued to make si!!nificant progress in recent years. Since 
the begmnmg of the planned era m the country, sugar production has 
more ~han doubled ~nd at present the industry is able to contribute its 
~~arc 111 the country_s _export effort. ~e bulk of th~ production of sugar 
1s accounted for by JOint stock compames. Cooperative factories however 
have ?egun to assume an in~reasing r.ole ~nd th~se account at present fo; 
near!) I /3rd of the tot~! pa1d-up capaal 111 the mdustry and a little over 
If 5th _of tot<~l product1o1.1. In. terms of the present licensing policy, co
?perauve so~1et1es are bemg g~ven preference over joint stock companies 
m the estahh_slunen~ o_f new umts, although e~istin~ uflit~ in the corporate 
sector are bemg peunmed to expand and ratwnahse the1r capacity, 
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39.\ The high cost of sugar-cane and competition from Gur and 
Khandsari units are the main problems that concern the industry. "\rhere 
has been significant progress in the production of sugar machinery-In the 
country so that, given adequate raw material supplies at reasonable prices, 
the sugar industry should find little difficulty in meeting the growing 
demands of both internal consumption as well as exports. 

40. The general record of the sugar industry as judged by growth of 
production, relations between the companies and the shareholders as well 
as between management and labour can be termed satisfactory. According 
to a Reserve Bank of India study, dividends declared by 79 sugar com
panies included in their Sample ranged from 9.7 per cent in 1962-63 to 13.9 
per cent in 1960-61 and dividends as percentage of not worth from 5.5 
per cent in 1962-63 to 7.5 per cent in 1960-61. This record of profitability 
does not compare unfavourably with that of Indian industry in general. 

41. ~s may be expected in the case of an older and well-established 
industry, the managing agency form of management predominates in the 
sugar industry. Out of 192 joint stock companies at work as on 31st March 
1964, 66 were managed by managing agents and the managed companies 
accounted for0arly 2j3rd of the paid-up capital in the industry in the 
corporate sector. The share of the managed companies in production was 
also of a simi order, although it must be noted, that taking the corpo
rate and the cooperative sectors together, the managed companies' share 
in total production would be just over half of the total. Most of the 
managed companies are over 20 years old. 

42. /66 managed companies as on 3 i st March 1964 were managed by 
_51 managing agents, of whom 16 were individuals or firms, 27 private com
panies and only 8 public companies. IS of the managing agents had no 
paid-up capital, 19 had paid-up capital of less than Rs. 5 lakhs and only 
3 managing agents had paid-up capital in excess of Rs. 50 lakhs. 

43. (bs will be seen from the table given below,"~£ the 5l~anaging 
....-agents, as many as 33 managed only one sugar company and nothing else. 

Frequency Distribution of Managing Agents in Suga~ Industry according 
to number of companies managed as on 31st March 1964 

Paid-up capital of 
No. oi cos. managed No. of Total No. No. of Paid-up 

managing Managing M•naged of cos. sugar capital 
agents Agents companies managed COB. of 

managed mnuagcd 
sugar 

(Rs. iu crorcs) 
companies 

(Rs.ln 
croroa) 

1 33 1·4 17-8 33 33 14·3 
2 7 0·7 6·4 14 8 4·8 
3 3 0·8 2·8 9 6 1·7 
4 2 0·7 2·7 8 2 1·0 
5 1 1·1 5 2 0·4 
6 1 0·8 6 4 0·6 
7 2 0·2 20·6 14 3 7·2 
8 
9 2 1·2 9-3 18 8 2·2 

10 .. 
TOTAL 51 5'0 61·5 107 66 32·1 



32 

Only 8 managing agents managed 4 or more companies or a tot~! of 
51 companies of which 19 were sugar companies. Even of these eight, 
three managed only one sugar company each and another _three, two sugar 
companies each. There were in fact, only two managmg (l.gents, who 
can be said to be engaged pridlarily in the management of a number of 
sugar companies. One of them managed six sugar compa~ies together 
with 3 others and another managed 4 sugar compames together 
with 2 other companies. Altogether, group management cou!d hardly be 
said to be a significant feature of the manage_d sugar compames. 

44. We addressed a questionnaire to 59 managed companies, 43 
managing agency companies and 15 non-managed companies and received 
replies from 28 managed companies, 13 managing agents and· 7 non
managed companies. The managed companies that responded to us ac
count for roughly I f3rd of the total paid-up capital of similar companies. 
The response to our questionnaire cannot, therefore, be considered. to be 
satisfactory, although we feel that, as in the case of the cotton textile in· 
dustry, the units that replied to our questionnaire represent perhaps the 
better part of the companies under O!lr purview. 

45. Out of the 13 managing agents from whom we received detailed 
replies, 3 had no paid-up capital, one a paid-up capital of Rs. 1,000 
another of Rs. 5,000 and only two at the other end, who can be said to 
have sizeable paid-up capitals of their own. 7 out of 13 managing agents 
managed only one company each and 3, two companies each, whereas only 
two managed a number of companies both as managing agents and as 
secretaries and treasurers. As may be expected 7 out of the 13 managing 
agents maintained no separate organisation to assist them in rendering 
services to their managed companies. Another 4 seem to be maintaining 
offices with a very small staff, details of which were not given. It is only 
in the case of two of the managing agents that anything like an extensive 
centralised administration was maintained. Both these managing agen
cies are engaged in the management of a variety of companies as well as 
in miscellaneous trading and other business, so that it is difficult to relate 
their contribution to individual comranies managed by them or to appor
tion that part of their central orgamsation which could be said to be re
quired primarily for the management of different companies. The bulk 
of the services rendered by the centralised organisation to the managed 
companies seem to be charged for separately in any case so that, at best, 
the managing agency remuneration can be said to be a reward for the 
advisory and entr-epreneurial services render;d by the individual directors 
of the managing agency firms concerned./ During the year ended lllst 
March 1964, one of the managing agents collected a total managing 
agency commission of Rs. 19.54 lakhs from the companies managed by 
them. The managing agency has 5 directors. Even If we disregard the 
fact that these five directors could not have been devoting all their time 
and attcnt~on exclusively to the management of the companies concerned, 
and even If we assume that the services rendered by the centralised de
partments to the manag-ed companies were rendered at a saving in cost 
to the compa!li~s, it is difficult to avoid the inference, that the managing 
agency. commission was out of proportion to those actual services rendered 
for which no separate charge was made to the companies. The "other 
~anaging agency, whic~ in addition to managing 17"'companies as manag
mg agents a,nd secretanes and treasurers does extensive business of its own 
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as exporters of coal, iron ore etc. and importers, assurance agents, stock· 
brokers, financiers etc., is managed by three directors and the managing 
agency commission collected by them was Rs. 26.19 lakhs. Here again, 
granted that economies of group management were secured by the 
managed companies in reespect of the services purchased from the centra· 
lised organisation maintained by the managing agents, it is difficult to 
avoid the impression that the real advantage of all these economies went 
mainly to the managing agents in the form of a managing agency commis· 
sion which was out of proportion to the time and energy of the managing 

· agents concerned, for which no other separate payment was received. 

46. In the case of the 28 managed companies from which we received 
,.replies, the managing agents were holding shares to the extent ()I 4.7 p~r 
cent of the total paid-up capital of the companies. Taking into account 
the shares held by the partners and directors etc. of the managing agents, 
their total holding came to about 15.5 per cent. As against this fairly 
significant holding of paid-up capital (and the consequent control over 
voting power), the table given below shows that the financial contribution 
of the managing agents in other forms was not very significant. Loans, 
over-drafts and current account facilities from the managing agents to the 
managed companies (average in the last three years reported) amounted 
to only Rs. 55 lakhs, with another Rs. 146 lakhs obtained by way of loans 
from associates of the managing agents. As against this, loans obtained 
from banks were of the order of Rs. 19 crores and those from financial 
institutions, Rs. 2.91 crores. Public deposits do not seem to be signifi
cant in the case of the managed sugar companies in our sample. The 
bulk of the loans obtained from the banks and the financial institutions, 
of course were guaranteed by the managing agents. 

Total Funds of 28 managed Sugar Companies covered in the Sample 
during 1963-64 

Natnrc of Fnnda 

I. Total paid-up value of the oapit..l of the manag<>d companies nol 
held bit the manauing agent. • • • • • • • • • • 

2. Paid-up value of the capital of the managed companies held by the 
mana~g agents, tneir partners, directors, etc. . . . . . . 

•3. Re""rvea and Surplus .. .. .. .. .. 
4. Loans, overdraft or Olll'I'Qnt account faciJities from tho managing 
agents to the·mnnaged companies (u.vcrage for tho last three years) 

5. Loans from Associates of the managing agents .. 
6. Loans from Banks . . ·. • 
7. Loans from Firumcial institutions 
8. Public Deposits 
9. Debentures 

10. Loans from State Governments 
11. Loans from other non-specified sources 

ToTAL FUNDS 

Amount 
PerconU.g<> to 

tot..! 
(Ro.ln Funds 
crorca) 

8·74 18·7 

2·21 4·7 
10·95 23·4 

O·M 1·2 
1·46 3·1 

19·05 40•7 
2·91 6·2 
0 22 0·4 
0•65 1·4 
0·02 0·1 
0 05 0 I 

46·81 100 

• Estimated. It is assumed that reserves and rurplua are equal to paid-up capital of the 
sugar companies included in our sample. 
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47. Needless to say, the sugar industry even in the corporat~ ~ector 
will need funds for expansion over the years to come.. Al~hough It ts. the 
policy of the Government to encourage sugar productiOn m new coo~ra
tive factories, the existing factories will need to expand an~ to mo?:rn•se. 
By and large, however, the promotional and entrepreneun~ qualltles re
quired for the exrension and rationalisation of sugar mllls cannot. be 
considered to be o an exceptional nature. Nor is there reason to believe 
that th·e finance required for this purpose would come to any significant 
extent from the managing ar;ents, if they ]e allowed to continue their 
association with the comrantes concerned. The bulk of the finance re
quired for expansion wil have to come ine itably from the internal re
sources of the companies concerned and from borrowing from financial 
institutions. As in the case of the cotton textile ~ndustry, we also feel 
that a greater degre·e <;>f_div~ification in the ownership of equity capital 
in an established industry like the sugar industry wHl not be contraty to 
the general interest. We are, therefore, unable to conclude that the pro
motional or financial resources required for the expansion of the sugar 
industry will be diminished to any significant deg~e by the discontinuance 
of the managing agency system in this industry. Some transitional diffi
culties in regard to bank finances, however, can ot be ruled out as long 
as personal guarantees are insisted upon particularly in cases, where 
managing agents are replaced by professional managing directors not con
nected with erstwhile managing agents. 

48. According to a Reserve Bank of India study, total foreign invest: 
ment outstanding in the sugar industry at the end of 1961 was Rs. 7.'!. 
crores of which Rs. 5·.3 crores was by way of direct investment in foreign 
branches, Rs. 0.6 crores by way of direct investment in foreign controlled 
rupee companies and (.Rs. 1.3 crores by way of portfolio investments in 
companies in India. )!he managing agency system is not relevant to 
investments made in foreign branches as these branches are not managed 
by managing agents at all. There is no reason to believe that the remain
~ng small amount of foreign i~vestment would be ~ffected by any change 
m the system of mangement m the sugar industry. 

49-l We have already mentioned that the sugar industry has emerged 
as a significant earner of foreign exchange. The export of sugar has had 
to be heavily subsidised by Government and the bulk of the exports in 
the nature of t~ings take place in response to contracts negotiated by the 
Government with foreign governments and permitted under internation
al agreements. There is no reason to believe that the export prospects 
of the sugar industry would be affected. by the discontinuance of the 
managing agency system in this industry. ' 

51Y."For th·e reasons alre~dy mentioned earlier, we do not believe that 
it is m\aningful to assess the contribution of the managing agents to the 
sugar industry on the basis of a comparison between the record of the 
managed .and the non-managed companies.'\ Nevertheless, we did make a 
compa~uve s~udy of the record o~ fiv~ m'l!naged and five non-managed 
c?mpames ~akmg to select each patr w!th as many common characteris
tics as !?DSS!ble. In ~espect .o~ profitabllity, we found that two managed 
compan!es declared htgher dtvtdends than the corresponding non-managed 
compames and the same was true in the reverse direction for two of the 
non-managed companies. ln the case of one pair, the equity dividend 
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declared was the same. Profits after tax as a percentage of net worth, 
however, were higher in the case of managed companies for all the pairs. 
On the oth.er hand, managerial remuneration as percentage of net profits 
after chargmg such remuneratio~ was substantially higher in all cases in 
regard to managed companies. n this context, it is also relevant to note 
that the record of the cooperati sugar factories in recent years has com· 
pared favourably with that of sugar companies in the corporate secto1 

/ 5I.Qn brief, our conclusion is that the discontinuance of the manag· 
ing agency system in the sugar industry should have little or no adverse 
repe~c.ussions. '\ The~e. is no reason t~ believe t~at the future growth, pro
fitability or c6mpeuuveness of the mdustry w1ll be affected by the dis· 
continuance of the managing agency system. Given the long-term ad· 
vantages that we see in the discouragem·ent of the managing agency form 
of managment, we have, therefore, no hesitation in recommending, that, 
by and large, this form of mangement should be discontinued in the 
sugar industry. Since the large majority of managing agency agreements 
in this industry have to be renewed in the near future, it may be possible 
to give effect to our recommendation substantially/ by resort to section 
326 rather than by resort to section 324. 

5. Cement Industry 

52. Un an era of planned economic development, the cement industry, 
which produces one of the basic investment goods, has naturally witnessed 
a remarkable growth in production and capacity. The production of 
cement has increased from 3.29 million tonnes in 1951·52 to 9.78 million 
tonnes in 1964·65 <l{ld this increase has been continuous without any de· 
crease in any year-) The rate of growth of production has slowed down 
from 41.1 per cent auring the first plan period and 54.5 per cent during 
the second plan period to only 18.1 per cent during the first four years 
of the third. plan. (Shortage of foreign exchange, the poor quality of 
lime-stone, low labour productivity and lack of adequate rupee resources 
are among the important factors accountin~for the somewhat slower rate 
of growth of the mdustry in recent years. Decision have, however, al· 
ready been taken to accelerate the rate of owth of the industry substan· 
tially during the next plan period; and the capacity of the industry is 
expected to be virtually doubled during the next five or six years. 

53. On the whole, the general performance of the industry can be 
said to be satisfactory. Relations between the shareholders and the 
management and between management and labour h:~ve been reported to 
be cordial. A Reserve Bank study in respect of 15 cement companies ac
counting for 91 per cent of the total paid-up capital of the entire industry 
as at the end of March 1961, shows that dividends as a percentage of 
paid-up capital varied from 9.3 per cent to 9.8 per cent between l!J60-61 
and 1962·63, whereas profits after tax as percentage of net worth varied 
from 7.8 per cent to 9.4 per cent during the same period. This record 
of profitability compares favourabl~ with that of most other industries; 
The same study also shows that during 1962-6~, the net. worth of these I:J 
companies amounted to Rs. 58.53 crores (pa1d-up capital of Rs. 40.57 
crores plus reserves and surplus of Rs. 17.96 crores). Against this, the net 
fixed assets stood at Rs. 57.24 crores. The proportion of reserves and surplus 
to paid-up capital' is rzther small for a growing and relatively established 
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industry of this kind. However, it would appear that almost the en~ire 
reserves have been utilised for financing the fixed assets of the compames. 
Of the total paid-up capital of Rs. 40.57 crores, the size of the bonus issues 
was of the order of Rs. 2.1 crores only. The industry, however, has had a 
(good record of payment of bonus to workers. The average amount of 
bonus paid to workers during 1962-64 came to Rs. 65 lakhs. 

~4.\As on 31st March 1964, there were 42 cement companies of which 
· 12 were managed by managing agents. The paid-up capital of. these 12 
managed comyanies however, accounted for 84.6 per cent of the total 
paid-up capita of all cement companies. The managing agency form of 
management, therefore, predominates in this industry. It is also note· 
worthy that only one managed company which operates several cement 
plants accounts for 41.3 per cent of total paid-up capital and about 45 
per cent of total production in the entire industry. 

55. Our questionnnaire was addressed to eleven managing agents, 
, twelve managed companies and fifteen companies not managed by manag
ing agents. .We received replies from seven managing agents, eight 
managed companies and three non-managed companies. The eight 
.managed companies that responded to us account for more than 80 per 
·cent of the paid-up capital of the managed companies in the industry. 
Our sample, therefore, represents adequately the contribution of the 
managing agents to this industry. · 

56. It will be seen from . the table given below that of the seven 
managing agents in 'Our sample, none had adopted the partnership form 
of organisation, five were private companies and two were public com
panies. The two managing agents organised as public companies, how
ever, managed one cement company each accounting for about 72 per cent 
of the paid-up capital in our sample. 

Form of Orga.niMtion of the 
1\lanaging Agents 

1. Partnership 
2. Private Cos. 

3. Public Cos. 

Total 

No. of No. of 
managing cement 
agents Cos. 

managed 

5 

2 

7 

6 

2 

8 

Total Paid-up capital o-, 
number of ,----"---

companies Managing Cement 
managed Agents Cos. 

6 

2 

8 

managed 
(Ra. in crores) 

0·09 8·38 
0·12 21·87 

0·21 30·26 

57~£ the total numbe~ of 12. manag~d comp~nie.s in the industry, 
ten were man~ged by ten d1fferent managmg agenc1es 1.e. one managing 
agency managm~ one cement company each. Only one managing agency 
firm was managmg two cement companies. Prima facie, therefore, the 
~dvantages of. group management can hardly be said to apply in this 
mdustry and m the case of one of the managed companies, ,»>hich runs 
several ~ement plants, the company itself is in a position to secure all the 
econom1es of !"anage~ent that a group can be capable of.~ Judging 
~rom the deta1led rephes that we got from seven of the manag(ng agents, 
1t also _appears that none of these were managing any other company as 
secretanes and treasurers. In short, except for one IIV'naging agent, all the 
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other managing agents were managing only one cement company each 
and nothing in any other industry. Thus, the managerial interests of the 
principal managing agents covered in our sample are confined to the 
cement ~ndustry only. None of the managing agents was also engaged in 
any busmess other than the management of companies. None of the 
managing agents was also maintaining any centralised service organisa· 
tion for rendering services to the manag.d companies. It would appear, 
therefore, that the directors of the managing agency firms were rendering 
only their personal advisory and entrepreneurial services to the com· 
panics managed by them. 

5S.[In view of its predominant position in the industry, the case of 
the largest cement company in the country deserves as separate mention. 
This company is an amalgam of eleven companies most of which were 
amalgamated during the thirties, when the industry was in a depressed 
condition. The managing agency houses, which were managing the 
amalgamated companies at the time, formed a single managing agency 
company to manage the newly- formed cement company. The managing 
company firm at .Present consists essentially of a Managing Director and 
four other wholettme Directors, who manage the cement company. It has 
been stated that these five directors look after the entire day·to·day manage· 
ment of the business and affairs of the managed company. We have no 
reason to doubt this or to suggest that their management has not been 
efficient. The fact, however, remains that apart from providing the ser
vices of these five directors, the managing agency lirm· maintains no 
separate organisation for the management of the cement company.vDur
ing the year ended 31st Dcce.mber 1963, the managing ~gents collected 
a managmg agency remuneration of Rs. 33.42 lakhs and mcurred expen
diture of Rs. 5. 74 lakhs only. This expenditure comprised mainly of 
Rs. 4.5 lakhs as remuneration of directors by way of salaries, travelling 
expenses, medical expenses, contribution to provident funds, perquisites 
etc. Such senior technical and administrative personnel as are required 
are employed by the managed company itself. "!'here cannot be any 
doubt that the managing agency services in this case consist merely of 
the personal advisory, managerial and entrepreneurial services rendered 
by· the five directors of the managing agency. The managing agency 
remuneration received, therefore, cannot but be regarded as out of all 
proportion to the services rendered, as is also evident from the fact that 
the· actual payment made by the managing agency lirm to the directors 
forms only a very small part of the managing agency commission col· 
lected. 

59. In the cas'e of three other prominent managing agency firms in 
the industry, the Board of Directors consist (in each case) entirely of 
members of the same family. 

60. In respect of the eight managed companies in our sample the 
managing agents, their directors, partners, friends etc. hold shares of the 
paid-up value of ¥-s. 1.39 crores, which comes ~o only 4.3 pe~ cent o.f .the 
total paid-up capital of the managed compames. The eqmty partiCipa
tion of the managing agents in thts case. therefore, is much smaller than 
in the case of the three industries examined earlier. Lo:tns from manag
ing agents and their associates amounted to only Rs. 31 lakhs in our 
sample as against loans from banks of Rs. 23.41 crores and fr~m financial 
institutions of Rs. ~84 crores. None of the managed compames reported 
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receiving public deposits in our sample. In short, the direct financ!al 
contribution of the managin!l" ag~nts by way of loans as w_ell as eqmty 
can only be considered marginal m the c~se of the cement mdustry. ~s 
in other cases of course the loans rece1ved from banks and financial 
;nstitutions h~ve been m'ostly guaranteed by the managing agents. 

61. All the eight managed companies have stated that they have ex
pansion programmes during t_he coming years. I~ has also ~een staled 
that the services of the managmg agents are essential for carrymg out the 
~xpansion plans. The premier managing agents in the industry, for 
~xample, have stated that it will not ~e possible_ for ~e managed_ company 
to carry out expansion programme without the1r assistance. It IS claimed 
that the shareholders and the Board of Directors of the managed company 
depend on the managing agents to provide the top layer of the managerial 
functions needed to bring such an expansion project to a successful con
clusion and to co-ordinate all the developmental and other activities 
associated with the project. In these expansion programmes. the manag
ing agents arc expected to play a significant part in arranging the neces
sary finances and in procuring requisite licences etc. We are unable "to 
agree that by far the 1arg~st cement company in the country which, after 
all, is better known than its managing agents, ~hould have any difficulty 
in mustering technical and administrative persl>nnel competent enough 
to put through an expansion programme on its own. The record of most 
other companies in the .industry in terms of efficiency in production is 
also no less creditable than that of the largest company. Considering the 
fact that the bulk of the resources for expansion will in any case from in
ternal resources and loans from financial institutions and considering also 
the fact that fiscal and other concessions have been given to this industry 
precisely to make adequate expansion possible;' we fail to see what special 
contribution of the managing agents would be lost by the discontinuance 
of the managing agency system. It is also noteworthy that the' I.F.C., the 
I.C.I.C.I. and the L.I.C. have made substantial financial contribution to 
this industry in the past. As on 30th June 1964, the contribution of the 
I.F.C. and the L.I.C. by way of equity participation, loans etc. exceeded 
Rs. 15 crores and that of the I.C.I.C.I. as on 31st December, 1964 exceeded 
Rs. 6 cror'es. It is also noteworthy that the Government of India has 
established the Cement Corporation of India Ltd. to further the develop
ment of the cement industry in the country. 

V 62~ccording to a survey conducted by the Reserve Bank of India 
the outstanding foreign investment in the industry at the end of 196i 
amounted to Rs. 3.9 crores, of which Rs. 2.6 crores was by way of direct 
investments in foreign controlled rupee companies and Rs. 1.3 crores by 
~ay _of portf?l~o investment. There is no re~son w~y th~re_ should be any 
s1gmficant d1s-1_nvcst~ent on the part of foreigners m th1s mdustry in the 
event of the dts-conunuance. of the managing agency system as we do not 
app;ehen? that ~e profitabtlity of the industry will be affected by such 
a dtscontmuaqce, 

63. As for th_e r_dati':e _Performance of the managed and the non
managed compamcs 111 thts mdus~ry, the following picture emerges from 
a study of the Reserve Bank r~latmg to the performance of nine managed 
and five non-managed compames in 1963-64. 
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Managed Non. 
Companies monnged 

Companieo 

o• 01 
/0 10 

1. Gro9 profits as % of sales 13·6 11·2 
2. Gro11 profits as % of total aiSetaJliabilitiea 10·2 10·0 
3. Profit• after tax ao % of not worth •• g.o 12·4 

(Tho paid-up capital coverage of tho Slud;r wao about 88 per cent). 

The above data show that while there is not much difference in the 
profitability of the managed and non-managed companies in terms of 
gross profits as a p'ercentage of sales or of total assets, profits after tax as 
a percentage of net worth were in fact higher for the non-mana~ed COIIl· 
pames. 

~ 64] In brief, by and large, there is little reason to apprehend that the 
disconth>uance of the managing agency system in the cement industry 
would be detrimental to the growth and efficiency of the industry) We 
recognise that the cement industry is a highly Caf>ital intensive industry 
and the economies of individual cement plants depend a great deal on 
their location, in terms of the availability of raw materials, clo'Scncss to 
markets etc. It may become necessary in the general social interest, 
therefore, to give special encouragement to cement plants, whi<h 
might be located in particular areas or which might use special techniques 
and equipment for utilising less suitable raw materials. Similarly, given 
the deg>·ee of concentration that prevails in the industry, it may become 
necessary from time to time to give encouragement to new small entrants 
in the industry. We feel, kowever, that with the establishment of the 
Cement Corporation of India Ltd., and the decision of the Government 
to part!cipate directly in the expansion of cement capacity in the country, 
it should not be necessary to retain the managing agency form of manage
ment in this industry in order to give encouragement to small new pro
ducers or to the adoption of special locations or processes. 

65. One final point. We understand that the present tenn of the 
premier managing agent in the industry expires in 1970, whereas the 
present term of most other managing agents was due to expire in I !lG5 
and has been extended for a short period only. It was represented to us 
that it would be unfair to terminate managing agencies for different units 
at different times unless there were special reasons that applied to a parti
cular unit. Wa feel that while tl1ere is some justification in this demand 
for uniform treatment of different managing agency firms, there is no 
need to interpret uniformity of treatment too literally. It is also arguable 
that much may not be lost and something gained in terms of avoiding un
necessary disturbance in the industry at a time when it is poised for a 
major expansion, if the industry is given a reasonable time to effect a 
change-0\·cr to an altern~ti~e form. of manage~ent .. We have already 
expressed our general opm10n that m a matter hke th•s the Government 
would be well advi~d to take a liberal attitude. 
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6. Paper Industry 

66! Unlike the other four industries studied by us, the paper indus· 
try caul'lot yet be consid_ered to be a fully e~tablished or ~ve_il developec\. 
industry in the country m respect of all the important v_ane~1es of paper) 
Despite the sizeable increase in production, Jhe country. IS. still dependcllt 
to a considerable extent on imported newspn!'t and speCiality pap7rs ~s the 
growth in consumption has also been rapid .. and as ther~ ~re sigmficant 
obstacles in the growth of domestic output of these vanet1es of papers. 
The industry is a highly capital intensive on, and lack of fmance, bo~h 
rupee and foreign exchange, constitutes a major b~ttleneck to the rapid 
gro11:lh of the industry. )ll.Jdia also cannot. be considere_d to be a maJOr 
or ncb source lor the f.aw matenals reqmred by the mdustry. 11_1 tl1e 
absence o[ soft woods, the industry in India has had to use a vanety ol 
less sati,bctory raw materials such as bamboo, grasses, hard-woods, bagas
se etc. Domestic production is particularly deficient in regard to sp~ciality 
papers and newsprint which arc being imported in large quantities as 
also, to a lesser extent, wood pulp as ra,·: material. The pr<ffiucts of the 
industry are varied and the processes employed more sophisticated than 
in the case of other industries studied by us. 

67. In 1900, there were only seven paper companies in the country 
having a total paid-up capital of Rs. 52 lakhs( On 31st March 1964, there 
were Iss· paper companies having a total paid-up capital of Rs. 55.45 
crores. Of these, 26 companies with a paid-up capital of Rs. 27.07 crores 
(or roughly half of the total) were managed by managing agents. In terms 
of production, however, the share of the managed companies in the total 
was significantly larger. Nevertheless, it would appear that the managing 
agency form of management is not as predominant in this industry as in 
some of the other industries studied by us~ 

68. \In general, the performance of the industry has been satisfactory. 
During fue five years 1 YGO to 1964, production increased by more than 
40 per cent. Relations between the shareholders and the management and 
between management and labour have been good) A Reserve- Bank of 
India study in respect of 21 paper companies shows that dividends as a 
percentage of the paid-up capital were 8.6 per cent in 1962-63 and 10.2 
per cent in 1960-Gl. In the same two years, profits after tax as percentage 
of net worth ~mo.u:nc? to 7.1 per cent and 9.9 per cent respectiVely. The 
record of p~ohtalHhty m the !ndustry therefore, compares•well with that of 
most other mdustnes. Accordmg t.o the same study, the net worth of the 21 
paper cumpanH's covered was of the order of Rs. 42.46 crores with paid-up 
capi_tal of ~s. 2•1.'>2 crores plus reserves and surplus of Rs. 17.94 crores. 
Agamst th1s, the net fixed assets were of the order of Rs. 47.28 crores. 
Accummulated rc:erves, therefore, have b~en fully. utilised in financing 
~he purchase of fixed assets. <;lf the total pa1d-up capital of Rs. 24.52 crores 
Ill the Reserve Bank of India sample, the size of the bon us issues was of 
the order of Rs. 4.20 crores or. approximately 17 per cent. 

~9.(The ~6 managed companies as on 31st March 1964 were managed 
by_ 23 managinf\" agents, 10 of whom were individuals or firms, 9 were 
pnvate compamcs and ·l pt•bllc companies. As manv as 12 manarrinrr 
a~e~Jls ont of the 23 hart no paid-up capital and oniy four had pa'cl-u; 
capital of above Rs. 50 lakhs. Of the 23 managing agents, H managed 



only one company each, whereas at the other end there were four manag
ing agents, who managed four or more companies in all. Even in the 
case of these four major managing agents, the total number of paper com
panies managed by them did not exceed two in any case. Of the total ol 26 
managed compames only 7 could be said to be enjoying economics of 
group management and these economies also were of a general character 
rather than those, which might be said to result from the management of 
a large number of paper companies: 

70. Our questionnaire was addressed to all the managing agents and 
managed companies in the industry as well as to 15 companies not 
managed by managing agents. \Ve received replies from twelve manag
ing agents, thirteen managed companies and nine non-managed compa
nies. The total paid-up capital of the thirteen managed companies 
covered in our sample accounts for more than 84 per cent of the paid-np 
capital of all the managed companies in the industry. Our sample. 
therefore, is fully representative of the managed sector of the indu>trv. 
Of the 12 managing agents in our sample, five managed only one cm;l
pany each (all paper), three managed two companies each (of which four 
in all were in paper), whereas the remaining four managed four or more 
companies. 

7 I. Reference has already been made earlier to the diverse nature of 
the business done by many of the bigger managing agents. It is not 
necessary here to repeat what. has already been said earlier about the 
operation of such big managing agents and the extent to which the bene
fits accruing from the central organisations maintained by them arc 
reflected in the profits of the mana~ing agents concerned as distinct from 
those of the managed companies. j'fhe seven paper companies mana;:•·d 
by the larger managing houses account for a substantial part of the 
managed sector of the industry. In this respect, the paper industry is 
more like the jute textile industry rather than the cotton textile or the 
sugar industry. However, the fact remains that a large number of 
managed paper companies are managed by indjyidual managing agents in 
whose cas~ the question of deriving economics of scale in management does 
not arise., 

72. The managing agents, their directors, partners, friends etc. hold 
shares of the paid up value of Rs. 3.22 crores, which comes to about 11.1 
per cent of the paid-up capital of the managed companies in our sample. 
The share holding and the voting power of the managing'agents, ihcrc
fore, is. significant. On the other hand, loans from managing agents and 
their associates amounted to only Rs. 1.26 crores as against loans from 
banks of Rs. 14.47 crores and loans from financial institutions and from the 
lBRD, Exim Bank and State Governments of Rs. '12.88 crores. Pnblic 
deposits at Rs. 83 lakhs were not significant.f?n the whole, however, the 
direct inve•tments of the managing agents in the indnstry by way of loans 
were much too small in relation to loans from banks and financial imtitu
tions. As in other cases, most of the loans, however, were guaranteed lw 
the managing agents. It is difficult to avoid the imprc«ion that in rc<
pect of future expansion also the role of the managin'!; agents in provid
mg finance is unlikely to be significant, as the great bulk of the resources 
required for expansion in a caJ?ital intensive industry like this will inevi
tably have to come ft.lm finanCial institutions and from internal resources 
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of the companies. Given. the h~avy foreign exch3:nge reguirei~tents _of 
the paper industry, loans m foreign exchange from II~ternauonal agencies 
and foreign gover!'lments will also have to form an tmportant source of 
finance for expanswn. 

73. A Reserve Bank study of the working results during 1963-64 of 
19 paper companies-J.l manage~. and 8 non-managed shows the follow
ing picture in regard to profitability:-

I. Gross profits as% of sales . . . . 
2. Gross profits as % of total nasctsJliabilities 
3. Profito after tax as % of net worth 

(Tho paid-up capital coverage of the study wao about ~%). 

Managed 
compani~s 

% 
9·2 
6·7 
7·1 

Non
manage 
com pan 

% 
14·0 

9·6 
ll·O 

It would appear that the non-managed companies in _the sample had 
a better record of profitability than the managed companies. 

74. On general grounds, the case for discontinuing the managing 
agency system in the paper industry would appear as strong as in the ·case 
of some of the other industries that we have studied. We do not, how
ever, recommend the discontinuance of the managing agency system 
in this industry/under section 324.ft·The paper industry cannot yet be 
considered a well established one "acnd the country has a long way to go 
yet in meeting its requirements of paper from internal production. The 
necessity of exploiting available raw materials, even when they may not 
be wholly satisfactory, implies that there may be cases. where special en
couragement to a relatively new enterprising group may be necessary, 
among other things, by way of permission to be associated with the com
panies intimately as managing agents at least for a certain p'eriod of time':' 

75( In short, it may be desirable, on balance, to retain a greater 
degree of flexibility in retaining or sanctioning the managing agency 
form of management in the paper industry. We have naturally not been 
able to examine the individual circumstances of existing paper companies. 
B~tt it !.s quite possible that. some of the sm~ler paper companies may 
sttl~ be m need of the promotional effort of thetr present '?anaging agents. 
Thts may als~ be true ~f some of the paper plants that mtght be set up in 
future. In vtew of tlHS, we recommend that the paper industry should 
be treated on par with the large number of relattvely newer industries 
not st~died by us and th_e qu~st~on of continuing or discontinuing the 
managmg agency system 111 thts mdustry should be dealt with on a case 
by case basis in the light of the general considerationsjwe outline in the 
next part of our report: 
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PART III-SOI\lE NOTES TOWARDS A POLICY FOR THE FUTURE 

It is only to be expected that an enquiry like ours should bring to 
our attention a number of general issues related to the future of the 
managing agency system :iS such. Assuming that the large number of 
managing agency agreements. that came up for renewal in recent months 
(and which have been extended for short periods) ~re dealt with in accord
ance with our recommendations (or otherwise), the question of the future 
of the managing :1gency system will come to fore once again at least in 
1970, when another round of renewals will have to be considered. Indeed, 
new managing agency agreements come up for approval all the time so 
that, in a sense, a general policy towards the system as a whole becomes 
necessary for the day-to-day operation of the Company Law as well. At 
present, there is no explicit statement of such a general policy and we 
feel that the Government should formulate its policy more explicitly in 
the interest both of clarity and consistency. 

Policy in Outline 

2. In our judgment, such a policy statement should make it clear 
that, other things being equal, the Government proposes to discourage 
the m:1naging agency system in future on wider social and economic 
grounds .. This is not to say that no new managing agency agreements :1re 
to be permitted or th:'t all managing agency agreements o~ght to be ter
minated at some prectse future date. But the course of pohcy must be set 
clearly so that no doubts or uncertainty prev:1il. 

3. On the whole, we feel that periodic committee of enquiry under 
section 324 to recommend an industry-by-industry approach to this ques
tion of the future of the managing agency system may not he so necessary 
in future. For one thing, as will be seen from the table below, there are 
only a few major industries (outside the five studied by us) where the 
managing :1gency system would be present in any force in future. These 
include essentially the plantations, electricity generation and supply and 
textiles other than cotton and jute. 

Coverage by Managing Agtnts in Important Industrial Groups as on 
31-3-1964 (Provisional) 

Number of companies Paid-up capital %of 
(Ra. in crorca) ool. 

IndUJ!Irial Group (6) to 
coL (7) 

lfanaged Non· Total Managed Non- Total 
Managed Mnnagcd 

(I) (2) (3) (4) (5) (6) (7) (8) 

·1. Cement 12 30 42 39·19 7·14 46·33 84·6 

2. Rayon or Artificial Silk 6 28 34 20·60 3·81 24·41 84·4 

3. Electricity Generntion and 
Supply •• 78 149 227 81·93 12·M 43·97 72·6 

4. Jute Textiles 44 52 96 25·78 10·62 36·40 70·8 

5. Sugar .. 66 126 192 32·07 20•48 52·65 61·0 
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(2} 

\ 
(I) (3) (~) (5) (6) (7) (8) 

6. Rubber Plantations 22 M 76 8·06 2·01 5·07 60-~ 

.!Y. Cotton Textiles 250 470 720 97·09 70·66 167·75 57·9 

8, Woollen Spg. and Wvg. 10 22 32 3·88 3·33 7·21 53·8 

,g, raper and Paper Products . 26 162 !88 27·07 28·38 55·45 48·8 

10. Ten. Plantations 124 450 574 15·47 !9·09 35·46 43·6 

U. Co[cc Plantations 17 84 51 1·21 2·30 3·51 34·5 

12. Hotel, Restaurant. & Eat-
5 116 !21 1·84 3·74 5·58 33·0 ing houses 

!3. Silk Spg. nnd Wvg. 9 78 87 1·10 3·16 4·26 25·8 

14. Basio Industrial Chemicals 20 340 360 13·53 40·06 62·59 21·6 

15, Rubber Products , • 9 124 133 3·24 
I 

15·87 IO·ll 17·0 
10. Medical and Pharmaceutical 

21 636 657 3·09 23·90 26·99 ll·4 Preparations 
17. Iron & Steel 2j 554 579 60·40 496·40 55f.:89 10·9 

IS. Engineering 70 1,493 1,563 27·46 235·95 263·41 10·4 

10. Transport by Water 14 95 100 5·94 56·20 62·14 9·6 
20. Transport by Road 14 1,404 1,508 0·83 8·72 9·55 8•7 

21. Tobncco 3 51 54 1·42 18·62 20·04 7·1 
'22. Con! Miniug 55 371 426 10·19 142·70 152·98 6·7 
23. Recreation Services 13 946 959 0·75 11·47 12·22 6·1 
24. Printing, publishing, book-

binding etc. 12 1,075 10,87 0·58 11·46 12·04 4·8 
25. Chemical Fertilizers 9 56 65 2·55 52·48 55·03 4·6 
.2jj. Wholeaale trade 32 3,914 8,946 2·53 114•79 ll7·32 2·2 
27. Others 306 !1,810 12,116 100·68 586·61 687·29 14·6 

TOTAL 1,272 24,730 26,002 533·57 2011·98 2545·55 21·0 

Source-Company Law Board. 

Once a general view is taken in regard to the future of the manag
ing agency system in the more important industries, the transition to alter
native forms of management in other industries could well be made by 
exercising powers under section 326 as and when individual managing 
agency agreements came up for renewal. In general, section 326 leaves 
greater room for flexibility in the sense that it admits of exceptions. It 
also avoids disturbance insofar as existing agreements are not terminated 
before they are due to expire. Admittedly, flexibility can shade off into 
arbitrariness unless it is exercised in the light of clearly laid down policy 
g-uide-lines and criteria. But these are needed in any c:~se if arbitrariness 
is to he avoided in approving or disapproving of new agreements as dis
t;nguishcd from the termination of old ones. 

4. Specifically, we would recommend that well before 1970-say 1967-
the Gm·ernment should review the position in some of the remaining 
major industries and announce that in industries (a), (b) or (c), the Govern
IIle':t will not be r:ep:tred t? rene'~ managing agen~y agreements under 
'~ct10n 3~6 except m exceptiOnal Circumstance!. This would give ample 
ttme to all concerned to make a change-over-or to I:ave their exceptional 
circumstances examined and prenounced upon. 
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5. It has been claimed that managing agency agreements mnnot be 
refus~d unde~ section 326 ~m general policy grounds-i.e. that they can be 
r~fused only tf the managmg agents concerned arc not competent enough 
to manage the companies. We are not in a position to interpret the legal 
st:.tus of se_cti~n 3~6. But if section 3~? cannot be used for a gradual and 
orderly thmnmg out of the managmg agency-system, an appropriate 
amendment of it should be considered. 

G. As for the criteria to be applied in a unit-by-unit approach either 
for new agrcetnents or renewals, we would sug1rcst a carcf ul fonuulation 
after full consideration by the :.ppropriate autl~orities. Our main sug"cs-
tions in this regard may be summarised as follows-

0 

(i) The one justification for the managing agency form of manage
ment that we see is .that it might induce promotional and entre
preneurial activity on the part of new people, who may not take 
the risk of promotion unless they are assured of a reasonably 
continuous and intimate share in man<Jgement. If there are only 
one or two promoters, they can well seck this association as 
managing directors. But often, there may be a few persons who 
together provide the promotional effort-with one or the other 
essentially providing technical know-how or managerial skill or 
financial resources. In such a case, all of them can jointly have 
the kind of association in management they seck through a 
managing agency. 

(ii) If the rationale for permitting the managing agency system is 
as in (i) above, there should be no reason for permitting it 
except for a limited period extending over the initial period of 
growth .of the company. There should be no hereditary or long
standing managing agency agreements. Also, the claim for a 
ipecial link on the part of a group of persons must be substan
tiated by specilic contribution and qualifications of the partners 
of the managing agency. Husband-and-wjfe or father-and-son 
managing agencies could have little justification. 

(iii) More often than not, the question of approving or renewing 
managing agency agreements will arise not in the c;1se of persons 
or groups n<"wly entering the industrial field but in the case of 
existing major managing agency l:omcs. There is a conflict here 
·between so-called economics of group management and the desire 
to inhibit concentration of economic power. \\'here economies 
of group management are claimed, preference should be given 
to the existence of a separate and competent organisation man
n"ed by technically qualified people as also to the presence in 
the Boards of the managing agency lirm of persons, who arc 
associated for their training and cxl.'crience. rather than for 
family considerations. Similarly, managmg agents exclusively (or 
at least primarily) engaged in the management of companies (as 
distinguished from trading etc.) and those specialising in the 
management of one or two industries should be shown a pre
ference. 

(iv) Irrespective of anything else, the. m<~jor agency hr?uses s~onld '!ot 
be allm1·,d to manage compames 111 well-established mdnstnes, 
where the managing agency system is to be generally discouraged. 
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In keeping with their larger resources. a~d experience.. they 
should be permitted to manage co~pames m only thos~ ~ndus
tries which are particularly new or nsky. A reasonable mimi?~m 
of contribution to eq_uity capital should a~so b~ a p_re-conditwn 
for permitting a special management relationship With th~ com
pany. 

(v) Large companies with net fixed assets or annual sales of, say, 
more than Rs. 10 crores require undivided attention and can 
afford to employ pe~sons who. can a~ord to give it. Their 
management is not hkely to gam by bemg entrusted to persons 
who manage a great many other miscellaneous compames. On 
the contrary, a separate personality and tradition _for major 
manufacturmg umts is a desirable feature. Irrespective of any
thing else, therefore, the managing agency form of management 
should be considered unsuitable or at least unnecessary for really 
large units. 

Alternative Forms of Management 

7. The future of the managing agency system cannot also be consider
ed except with reference to the alternative forms of management. Under 
the Company Law of 1956, three alternatives to the managing agency system 
are possible, viz., Secretaries and Treasurers, Managing Directors and a 
Board of Directors with or without a Manager. At one tim·e, the institution 
of Secretaries and Treasurers was thought of as a suitable alternative to the 
managing agency system. In point of fact, however, it has not proved 
attractive to all but a handful of new companies formed in recent years. It 
would be no exaggeration to say that for all practical purposes, Secretaries 
and Treasurers exist only in those cases, where· managing agents already 
in existence had to shed some of the managed companies in view of the 
limit of ten on the total number of companies that a managing agent can 
manage. The companies so shed continued in most cases to be managed by 
their erstwhile managing agents as Secretaries and Treasurers. 

8. It is not unreasonable to assume that, in the absence of deliberate 
policy to the contrary, the termination of the managing agency in th'e case 
of important managing houses will simply lead to their replacement as 
Secretaries and Treasurers. We cannot see in such a change any particular 
gain and would like the Government to consider carefully whether manag
ing agents should be allowed automatically to be replaced by Secretaries 
and Treasurers. Apart from the fact that Secretaries and Treasurers can 
draw a maximum re~uneration of 7! per cent of net profits (as against 
10 per cent for managmg agents) and are not permitted to nominate their 
representatives on the B?ard"'f Directors, there is hardly any difference 
between them and managmg agents. Indeed, unlike in the case of managing 
agents, there is no limit on the total number of companies that a firm or 
group can manage as Secretaries and Treasurers. 

9. As for Managing pirec~Qrs, under present legislation, a company 
can have up to two Managing Directors each of whom can claim a maximum 
of 5 per cent of .the n~t profi~s of the company as remuneration. No person 
can be a l\{anagmg DirectQr ~n ~.or~t!tan two f9mpanies so that_ lliis form 
of managementmakes for diffusiOn of managenal tesponsibility among a 
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wider circle and reduces the danger of absentee managers collecting a 
continuing royalty for services rendered in the past (often by ancestors). 
The formula of sharing in profits affords both compensation for risks taken 
earlier (as promoters) as well as incentive for continuing attention to the 
efficiency and growth of the comrany. Thus, this form of management com
bines some of the advantages o the managing agency system without its 
disadvantages. However, it is_ also pertinent ~o. ask _whether in every case 
that a managing agency is terminateQ, two Managing Directors should be 
permitted ana each allowed .the maximum-reinunera:tioiC of 5 per cent of 
net pr®~s. In that event, the cost of management to the company would 
be the same as~ in the· case-of a managing agency with ·privilege attached 
to a few----persons only. We should think that in- approving managing 
directorships and their remunerations, due regard should he paid to quali
fications and the kind of r~muneration which cannot be considered too 
extravagant for the services of any one person. 

10. It was also represented to us that in view of the suspicions attach
ing to the managing agency system in the past, the present company legis
lation provides a number of checks on the powers of the managmg agents. 
The legislative checks on the powers of the m'anaging directors, however, 
are not so comprehensive. We were told that 1f the managing directorships 
were to be a more predominant form of management, the question of limit· 
ing their powers, prescribing their qualifications, defining their remunera
tion etc. must be reconsidered carefully. '\'Je feel there is substance in this 
point of view and would suggest a careful examination of it. In particular, 
we feel that the right of a managing director or his associate to receive 
remuneration as selling agents or purchasing agents should be circumscrib
ed in the same way as is the case with managing agents. In the ultimate 
analysis, the managing agency system-at its worst-is a device for siphon
ing off a part of profits from a company and sharing it within a small group. 
If the same result were to be permitted through selling or purchasing 
agencies given to a privileged group, we would be exchanging simply King 
Log for King Stork. This whole question of policy towards selling and pur
chasing agencies, therefore, also needs to be considered carefully. 

I I. Sooner or later, the gradual elimination of the managing agency 
system (without its replacement by Secretaries and Treasurers) will trans
form the nature and modus operandi of the. leading business houses 
in the country, which exercise their control at present essentially 
through managing agencies controlled by them. It is in the nature of 
economic power to seek to perpetuate and extend itself in one way or an
other. To some extent, this will be done by interlocking directorships as 
well as through socially interesting phenomena such as dynastic marriages 
to bring within one family umbrella as many "natural" managing directors 
as possible. Substitutes for the present form of control, however, will also 
be sought in many other ways unknol\'n or unfamiliar today such as amalga
mations, holding companies and the like so that the lineaments of new 
but equally pervasive and inbred managerial alignments will have to be 
defin-ed and dealt with continuously. We mention this only to underline 
that in matters such as. condi\tration of economic power or perpetuation 
of economic privilege, there is no such thing as the end of the road in a 
growing and mixed eclhlomy. 
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12. Finally, policy in this regard must also have a positive aspect. Train
ing of larger and larger managerial cadres from all walks of life, encourage
ment to management and other consultancy firms through fiscal and other 
devices, a purposeful deployment of the financial resources of governmental 
and semi-governmental institutions and the weaning away of banks and 
other financial institutions from the practice of obtaining personal guaran
tees are all aspects of a positive approach. The debates during the enact
ment of the Companies Act of 1956 showed a great deal of concern lest the 
termination of the managing agency system should create a vacuum. The 
danger now of a vacuum being created is less. 'But i(. is by no means non
existent. Continued vigilance, therefore, has to be matched by continuous 
attention to the genuine needs of industry for finance, know-how, counsel 
and intelligent risk-taking. 

(I. G. PATEL), Chairman 

(K. L. GHEI), Member 

(B. N. ADARKAR), Member . . 

(K. B. RAO), Member 

(A. V. VENKATESWARAN), Member 

(B. P. ROY), Secretary 

NEw DELHI, 
The 16th March, 1966. 
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APPENDIX I-ITEM I 

MINISTRY OF FINANCE 

DEPARTMENT OF COMPANY AFFAIRS & INSURANCE 

New Delhi, dated 4th january, 196.'; 

~OTIFICATION 

G.S.R. 12(57)·C.IIIJ63-WHEREAS the Central Government has had 
under consideratiOn the question of deciding the future of the managing 
agency system in India, particularly in view of the fact that the terms of 
office of a large number of managing agents are due to expire bv August 
1965 and; ' 

WHEREAS it has been suggested to the Government of India that the 
continuance of the managing agency system in the established industries 
should be specifically considered; and 

NOW, therefore, in exercise of the powers conferred by Rule I I of the 
Companies (Central Government's) General Rules and Forms, 1956 and 
of aU other powers enabling it in this behalf, the Central Government 
hereby appoints a Committee of Inquiry consisting of the following:-

I. Dr. I. G. Patel, Chief Economic Adviser to the Government of 
India, Chairman. 

2. Shri. K. L. Ghei, Additional Secretary, Ministry of Finance, 
Member. 

3. Shri B. N. Adarkar, Additional Secretary, Ministry of Finance, 
Member. 

4. Shri K. B. Rao, Officer on Special Duty, Ministry of Industry 
and Supply, Member. 

5. Shri S. Vohra, Joint Secretary to the Govt. of India, Ministry of 
Commerce, Member. 

Shri Faqir Chand, Deputy Secretary to the Government of India, 
Department of Company Affairs and Insurance, is hereby appointed Secrc· 
tary to the Committee. 

The Committee shall enquire into and report on and in respect of the 
desirability of applying the provisions of sub·section (2) of section 324 of 
the Companies Act, 1956 (I of 1956) to companies engaged in established 
industries or any other industry or business as may be deemed fit by the 
Committee in this behalf. 

Sd. R. C. DUTT 
Secretary to the Government of India 
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APPENDIX I-ITEM 2 

PRESS NOTE DATED 2~RD JAN. 65 

MANAGING AGENCY ENQUIRY COMMITTEE 

A Committee under the Chairmanship of Dr .. I. G. Patel, Chief 
Economic Adviser to the Government of India, has been appointed by the 
Ministry of Finance by Ga~ett~ ~otificati.on of 4th January .1~65 to enq~ire 
into and report on the des1rabthty of a~uon under the provisions of section 
324 of the Companies A<t, 1956. The Committee has started its work with 
an enquiry into the following five industries:-

(I) Cement; 

(2) Cotton Textiles; 

(3) Paper; 

(4) Sugar; and 

(5) Jute Textiles. 

2. For purposes of the enquiry, the Committee would welcome the 
views of individuals, trade associations and o.thers in regard to matters the 
Committee is required to enquire into and report upon. The Committee 
hereby invites all. those who wish to send their views to the Committee to 
address them to the Sea·etai)' of the Committee whose address is given 
below-

Shri Faqir Chand, 

Secretary, Managing Agency Enquiry Committee, 

Com,pany Law Board, Reserve Bank Bldg., 

Parliament Street, New Delhi-!. 

The envelopes may carry the words "For the Managing Agem:y Enquiry 
Committee" above the address. 

3. The views requested above ID<IY kindly be sent as early as possible 
and not later than 15th February, 1965. . 

4. Section 324 of the Companies Act, 1956 and Rule II of the Com· 
panies (Central Government's) General Rules and Forms, 1956 are repro
anced below-

Section 324 of the Companies Act, 1956 

324. (I) Subject to such rules as may be prescribed in this behalf the 
Central Government may, by notification in the Official Gazetre declare 
that, as _fro.m such date as may be specified i!l the notification, the p~ovisions 
of sub-section (2) shall apply to all compames, whether incorporated before 
or after the commencement of this Act, which are engaged on that date or 
may thereafter be ~ngaged, wholly or in part, in such class or description 
of mdustry or busmess as may be specified in the gotification. ' 
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(2) Thereupon

(a) where any such company has a managing agent on the specified 
date, the term of office of that managing agent shall, if it does 
not expire earlier, expire at the end of three years from the 
specified date, or on the 15th day of August 1960, whichever is 
later; and the company shall not reappoint or appoint the same 
or any other managing agent; and 

(b) where any such company has no managing agent on the specified 
date, or where it is incorporated on or after that date, it shall 
not appoint a managing agent. 

(3) Copies of all rules prescribed under sub-section (I) shall, as soon 
as may be after they have been prescribed, be laid before both Houses of 
Parliament. 

(4) A copy of every notification proposed to be issued under sub-section 
(I) shall be la1d in draft before both Houses of Parliament for a period of 
not less than thirty days while they are in session; and if, within that period, 
either House disapproves of the issue of the notification or approves of such 
issue only with modifications, the notification shall not be issued or, as the 
case may require, shall be issued only with such modifications as may be 
agreed on by both the Houses. 

Rule II of the Companies (Central Government's) General Rules and 
Forms, 1956 

Section 324-(1) (a) For the purpose of making an enquiry into the 
desirability of applying the provisions of sub-section (2) of section 324 to 
companies engaged in any class or description of industry or business, the. 
Central Government may, by notification in the Official Gazette, appoint a 
Committee of Inquiry consisting of one or more members, to report on the 
matter in writing to the Central Government, within such time as may be 
specified in the notification. 

(b) Where the Committee consists of more than one member, on·e of 
them may be appointed as the Chairman thereof. 

(2) (a) The Committee shall have power to require any person, subject 
to any pr1vilege which may be claimed by that person under any law for 
the time being in force, to furnish information on such points or matters 
as, in the opinion of the Committee, may be useful for, or relevant to, the 
subject matter of the inquiry. · 

(b) Without prejudice to the generality of the power conferred under 
sub-rule (a), the Committee may for the purposes of its inquiry, examine 
any person connected or associated with the class or description of industry 
or business in respect of which the inquiry being made and shall examin·e 
such representatives of the management, investors and other interests con
cerned with the workin~ of the units engaged in the industry or business 
concerned as the Committee may in its discretion select for the purpose. 

(3) Without prej~ice to the generality of the power of the Committee 
to inquire into any matter which it considers relevant for the furtherance 
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of the inquiry entrusted to it, it shall be the duty of the Committee to make 
specific inqmries in regard to the following matters:-

(a) the importance of the class or description of industry or business 
in respect of which the inquiry is made, to the national economy; 

(b) the number of companies engaged: wholly or in part in. such 
industry or business and the performance of such compames as 
judged by their production ligures, relations between the share
holders and the management, dividends declared, utilisation of 
reserves, bonus paid to shareholders in the form of new shares 
or to the workers, relations between the workers and the manage
ment and such other matters as the Committee may deem rele
vant; 

(c) the capital structure and the forms of management of such com
panies, i.e., whether they are managed by boards of directors, 
managing directors or managing agents or otherwise; 

(d) the capital structure of the managing agencies, if they are com· 
panics, the extent of the control of the managing agents in the 
companies they manage and their interest, if any, in companies 
engaged in other classes or descriptions of industry or business; 

(e) the remuneration earn·ed by the managing agents, whether by 
way of a commission on profits or selling and buying agencies, 
either by holding these agencies themselves or through their. 
associates, or otherwise; 

(£) if they are managed by managing agents, the extent to which 
managing agents have been responsible for the promotion and 
development of the companies, with particular reference to their 
services in rendering financial assistance to them; 

(g) whether having regard to the nature of the industry or business 
concerned, its present state of development and its future pros
pects and needs in the context of the working of the pnvate 
sector, the promotional, managerial, financial and other develop
mental activities required for the efficient conduct and manage
ment of the coml?anies engaged in that industry or business 
could not be earned out adequately with greater advantage to 
the shareholders and the general public by any other form of 
management. 

(4) It shall be within the discretion of the Central Government 
whether to publish or not the report submitted by the Committee. 

(5) The provisions of the Commissions of Inquiry Act 1952 (60 of 
1952), shall apply to the Committee in so far as the Centrai Government 
may by notili~tion in the Official Gazette, direct in exercise of the power 
conferred on 1 t by Section II of the Act. 
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APPENDIX I-ITEM 3 

SECTION 326 OF THE COMPANIES ACT, 1956 

326. Central Government to approve of appointment, etc., of managing 
agents; and circumstances in which approval may be accorded-(!) In res
pect of any company to which neither the prohibition specified in section 
324 nor that specified in section 325 applies, a managing agent shall not be 
appointed or re-appointed-

. (a) except by the company in general meeting; and 
(b) unless the approval of the Central Government has been obtain

ed for such appointment or re-appointment. 

(2) The Central Government shall not accord its approval under sub
section (I) in any case, unless it is satisfied-

(a) that it is not against the public interest to allow the company to 
have a managing agent; 

(b) that the managing agent pro;rosed is, in its opinion, a fit and 
proper person to be appointe or re-appointed as such, and that 
the conditions of the managing agency agreement proposed are 
fair and reasonable; and 

(c) that the manag;ng agent proposed has fulfilled any conditions 
which the Central Government requires him to fulfil. 
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APPENDIX II-ITEM I 

QUESTIONNAIRE FOR MANAGING AGENTS 

I. N arne and Address. 

2. Whether proprietory concern, partnership firm, or limited company 
and when established. 

3. Capital, with particulars of share of each partner i_n the case of 
partnership firm and the number. of shareholders a!"d. the paid up value of 
the shares held by each Director m the case of a Ltmtted Company. Please 
give separately details_ of the subscribed and paid-up capit:tl of the com
pany. 

4. Please give a brief ind_ication of the special know!edge, qualificatio":s 
and experience of the propnetorfeach partner/each Dtrector m the parti
cular fields of industry or tmde which the Agency is concerned. 

5. (a) What companies do you manage and since when-

(i) as Managing Agents? 
(ii) as Secretaries and Treasurers? 

(b) Give sepamtcly for each the nature of the business of the com 
panics managed by you. 

~- (a) What business other than the management of companies are you 
engaged in? 

(h) Please summarise the working results of your firm/company for 
the last three years. 

7. (a) How much of the capit:1l (eguity and preference separately) of 
each of the managed compames is held by (I) Managing Agents? 
(2) the Partners/Directors individually? 

(b) How much voting power in each of the managed companies do· 
you control? · 

8. When do the Managing Agency agreements, under which you now 
operate, expire in the case of e:1ch managed company? Would you like to 
have the agreements renewed? If so, give reasons. 

9. Please explain fully the nature of the services rendered by you to 
each managed company-

(a) Promotional 

(i) ~'hat r.art did you pl~y in bringing the Managed Comp3.~i~~ 
t?to existence andfor m expanding or diversifying their activi
lles? 

(ii) What was your contribution t? raising the necessary equity capi· 
... ta~ and other finance or secur!ng other production facilities? 

(m) Did you perform an undenvnting function? 

(iv) In what way, if at all, do you thank, does the Managing Agency 
system make up for the absence of issue houses in this country? 

(v) Plea~e explain. the manner in which you were paid for your pro
motiOnal services and also the quantum of remuneration receiv-
ed by you in this respect. o 
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(b) Financial 

(i) What was the total indebtedness of each of the man:1ged com
panies to the Managing Agency firm{Company by way of deben
tures or other long-term, medium term or short-term loans as at 
the end of the financial year as on 31st December, 1964. 

(ii) In so far as the fin:1ncial resources (other than equity {preference 
capital) of the managed company are obtained through you, 
please indicate the sources from which these resources are obtain
ed, with particulars of their amounts in the last financial ye:1r, 
and in particular, whether by way of deposits from various 
sources, loans from the Directors or other Members of the Manag
ing Agency, loans from public institutions, borrowings from 
banks and loans and investments by other com~nies managed, 
owned or controlled by you. In respect of wh1ch all these re
sources, if any, is the managed company likely to experience 
difficulties in obtaining its requirements if the managing agency 
system is terminated? 

(iii) Please give details of other funds not covered in (i) and (ii) above, 
raised by each managed company separately? 

(c) Managerial 
(i) What are the managerial services you perform in lieu of the 

Managing Agency Commission? 
(ii) Are there any other managerial services that you perform for 

which you charge the company? _ 
(iii) Are there any m:magerial services rendered by you to the 

Managed company without charge or remuneration? 
(iv) Does the present form of management result in any special ad

vantages to the managed companies by way of economies of scale 
and the like in respect of S3les, purchases, research, financial 
arrangements, etc.? Please give details. 

(v) Do you maintain any organisation of your own to (lssist you in 
rendering managerial services? If so, give details of the organisa
tion. If a similar organisation is maintained in respect of other 
services, please give details for them (llso. 

(vi) How are the costs of these organisations met? If from companies 
managed by you, give contributions of each during the past year 
and the manner in which this contribution was determmed. 

(vii) What are the functions performed by you and powers exercised 
by you as Man(lging Agents which are additional to those nor
mally performed or exercised by managing directors/secretaries 
and treasurers/managers in companies not managed by manag
ing agents? 

(viii) Are there any powers exercised by you (by delegation from the 
Man(lged company) which are normally exercised by the Board 
of Directors only in a company not managed by managing agents? 

(ix) Please mention some of the important decisions taken by you 
during the past twelve months without prior consultation of the 
Board of Directors. Give instances also of decisions taken by 
you which ltllve been reversed or not ratified by the Bo3rd of 
Directors. 
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I 0. Do you employ any associates as defined in th~ Compa~ies ~ct, 
1956, in any of the companies managed by you? If so, g1ve_details mcludmg 
sales, qualifications, job, since when employed, companyw1se. 

II. (a) Remuneration earned, drawn and foregone by you during the 
last three years for each managed company. 

(b) A break-up of the total earnings of your firmjcompany into ·the 
following as-

(i) M~naging Agency Commission; 
(ii) Commission on sales of managed company's products f~om 

the buyers; · 
(iii) Commission on purchases on behalf of the managed com

pany from the sellers; and 
(iv) Any other source with particulars. 

12. Please indicate the future plans of expansion for every company 
managed by you ~nd the role you expect to play in the execution of these 
plans. Please state what you consider to be the contribution that you can 
make (in regard to these plans) as distinct from that which can be made by 
any other form of management. Give reasons. 

13. Wh~t would be the consequences to you and to the companies manag
ed by you if the Managing Agency system m the industry concerned is dis-
continued? · 

. 14. Please state anything else that you would like to bring to the atten
tion of the Committee. 

QUESTIONNAIRE FOR COMPANIES MANAGED BY MANAGING 
AGENTS 

I. Name and address of the company . 

. 2. Its bl;'siness, indicating separately the business of manufacturing, pro
cessmg, tradmg, etc. . 

3. Name and address of the Managing Agents. Since when have the 
managing Agents managed the company? 

4. ~lease state how the company was established and when indicating
( a) part played by promoters; and 

(b) the remuneration ~id in cash or otherwise (with particulars) 
to promoters for the services rendered by them. 

5. Pl~ase gi~e _bri~f history of the development of the company in all 
aspects w1th statiStics m regard to--

(i) Capital; 
(ii) Production; 
(iii) Lines of business; 

(iv) Contribution to the development by Magaging Agents; and 
(v) Any other relevant point. 

0 
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6. Please give a note on each of the following supported by statistics 
where relevant f available for the last three years-

(i) Production figures; 
(ii) Relations between shareholders and the management; 

(iii) Dividends declared; 
(iv) Profits (after tax and depreciation) as a percentage of net worth; 

(v) Utilization of reserves; 
(vi) Bonus paid to shareholders in the fonn of bonus shares; 

(vii) Bonus paid to workers; 
(viii) Relations between the workers and management. 

7. (a) Please indicate in as reasonable details as possible the services 
rendered by the Managing Agents during the years 1961-62, 
1962-63 and 1963-64 under the following heads-

(i) Managerial services; 
(ii) Financial services or assistance; 

(iii) Promotional services; 
(iv) Planning and Research; and 
(v) any other 'service. 

(b) What are the particular advantages that the company enjoys as 
a result of the above services being rendered by managing agents 
rather than by .any other form of management; 

(•c) Please describe the manner in which the above services are render
ed by managing agents; 

(d) 

8. (a) 

(b) 

(c) 

(d) 

9. (a) 

(b) 

Do the managing agents maintain an organisation of their own 
for rendering these services? If so, give details of the organisa
tion.· 

How much of the capital of the company is held by managing 
agents, their partners, members, directors, etc.? Give details for 
each both for equity and preference capital. 
How tnuch voting power do the managing agents control? 
Give details of the loans, if any, received from managing agents 
during the past three years and indicate the total indebtedness 
of the company to the managing agents under different heads at 
the end of the last financial year. 
Please give details of your interest/loan with the managing agents 
and elsewhere and the purpose of giving these loans and source 
where the funds were obtamed from. 

Please indicate the remuneration earned, actually drawn and 
foregone by the managing agents during the last three years for 
services rendered to the company, giving details of the services 
rendered and the nature amount of the remuneration. 
Please state also all other payments made to the mana~ing agents/ 
Associates by the company during the same period gJVing details 
of the services.in respect of which these payments were made. 
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10. (a) Please describe briefly the arrangements for the first sale of the 
company's products with full particulars of important first pur
chasers and their share in your total sales; 

(b) s:milarly, describe the arrangements for the purchase of machi
nery, important materials, etc., by the company. 

II. Give details of foreign collaboration, if any, along with services 
rendered by foreign collaborators and payments made for these services. 

12. Please indicate-
( a) Future plans for expansion and diversification of the company 

and how they are intended to be executed. 
(b) Role that you would like to assign to managing agents in respect 

of these plans. 
(c) Do you think that managing agents can perform this task better 

than any other available alternative? 

13. When does your agreement with the managing agents expire? Do 
you think it should be renewed? Give reasons for renewingfnot renewing 
the agreement. If you do not propose to renew it, what alternative form of 
management would you choose? 

14. What would be the consequences to your company if the managing 
agency system in your industry is discontinued? Bring out, in particular, 
the financial consequences that you anticipate and the alternative form of 
management you would adopt. 

15. Please mention anything else that you would like to bring to the 
attention of the Committee. 

QUESTIO,NNAIRE FOR COMPANIES NOT MANAGED BY MANAG
ING AGENTS 

l. Name and address of the company. 

2. Its business, indicating separately the business of manufacturing, pro
cessing, trading, etc. 

3. Please indicate briefly the present form of management of the com
pany. 

4. Please state how the company was established and when giving
(a) part played by promoters; and 

(b) the remuneration paid in cash or otherwise to the promoters for 
services rendered by them. 

5. Pl.ease giye .a ~rief history of the development of the company in all 
aspects wtth stat1st1cs m regard to--

(a) Capital; 
(b) Production; 
(c) Lines of business; 
(d) Contribution to the development by managing agents, if any at 

any stage; and 
(e) any other relevant point. 
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6.' Please give a ·note on each of the following supported statistics 
where relevantfavailable for the past three years--

(i) Production figures; 

(ii) Relation between shareholders and management; 
(iii) Dividends declared; 

(iv) Profits (after tax and depreciation provision) as a percentage of 
net worth; 

(v) Utilisation of reserves; 

(vi) Bonus paid to shareholders in the form of bonus share; 
(vii) Bonus paid to workers; and 

(viii) Relation between the workers and management. 

7. Was your company managed at any time by managing agents? Give 
the name of the m:maging agency and indicate why it was terminated. Did 
you experience any particular difficulties, financial or otherwise, when you 
changed over to your present form of management? 

8. Do you accept d~posits from the public? State the amounts outstand
ing as on 31st December 1964. Describe briefly the manner in which your 
company obtains finance for different purposes. Do you experience any 
particular difficulties in this regard that arise from your present form of 
management? 

9. In your present pattern of management, do you find any particular 
difficulties in matters other than finance which could be reduced if you were 
managed by a managing agency? 

10. Please indicate, if any, your future plans for the expansion or diversi
fication of the company and how they are intended to be executed. Do you 
anticipate any difficulties in regard to these plans which arise from your 
present form of management? Would any alternative form of management 
reduce these difficulties? Please give reasons. 

II. Would you favour the discontinuance of the Managing Agency in 
your industry? Give reasons. W'ould you anticipate any adverse or favour
able repercussions on your company and on the industry in general and in 
what respects if the managing agency system is discontinued in your in
dustry? 
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APPENDIX II-ITEM 2 

LIST OF ASSOCIATIONS, CHAMBERS OF COMMERCE, INDIVI
DUALS, ETC., WHO SENT THEIR VIEWS TO THE COM
MITTEE 

(a) Associations and Institutions-

• I. Cement Manufacturers' Association, Bombay. 
•2. Indian Cotton Mills Federation, Bombay. 

3. Millowners' Association, Bombay. 
4. Ahmedabad Millowners' Association, Ahmedabad. 
5. Southern India Millowners' Association, Coimbatore. 
6. Tamil Nad Millowners' Association, Madurai. 

•1. Joint Committee of the Paper Industry, Calcutta. 
•s. Indian Sugar Mills Association, Calcutta. 

9. Deccan Sugar Factories Association, Bombay. 
•10. Indian Jute Mills Association, Calcutta. 

II. Indian National Trade Union Congress, New Delhi. 
•12. Bombay Shareholders' Association, Bombay. 

13. All India Investors Association, Calcutta. 
14. India United Shareholders' Association, Calcutta. 
15. Madras Shareholders' Association, Madras. 
16. Northern India Shareholders' Association, New Delhi. 
17. Madras Stock Exchange Ltd., Madras. 
18. Madhya Pradesh Stock Exchange, Indore. 
19. Stock Exchange, Ahmedabad. 
20. Indian Institute of Bankers, Bombay. 
21. Institute of Charte.red Accountants of India, New Delhi. 
22. Chartered Institute of Secretaries of India Association, Bombay. 
23. Association of Company Secretaries &: Executives, Calcutta. 
24. Economic and Scientific Research Association, Calcutta. 
25. Bombay Industries Association, Bombay. 

(b) Chambers of Coll)merce-

•I. Federation of Indian Chambers of Commerce &: Industry, New 
Delhi. 

•2. Bengal Chamber of Commerce & Industry, Calcutta (Associated 
Chamber of Commerce, Calcutta). 

3. Indian Merchants Chamber, Bombay. 
4. Bombay Chamber of Commerce & Industry, Bombay. 

•These bodies were interviewed by the Committee. 
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5. Bharat Chamber of Commerce, Calcutta. 
6. Indi:m Chamber of Commerce, Tuticorin. 
7. Madras Chamber of Commerce, Madras. 

8. Indian Chamber of Commerce, Coimbatore. 
9. Madurai-Ramnad Chamber of Commerce, Madurai. 

10. Tuticorin Chamber of Commerce, Tuticorin. 
I I. Southern India Chamber of Commerce, Madras. 
12. Southern Travancore Chamber of Commerce, Nagercoil, Madras 

State. 
13. Federation of Gujarat Mills & Industries, Baroda. 

(c) Financia:l Institutions--
). )Industrial Credit & Investment Corporation of India Ltd., 

Bombay. 
•2. Central Bank of India Ltd., Bombay. 

(d) Individuals,and Companies--
). Shri 0. C. Desai, New Delhi. 

2. Shri K. S. Narayanmurthy, Secretary, Tractors and Bulldozers Ltd., 
Bombay. 

3. Shri N. H. Mupara, Bombay. 
4. Murari La! Batra &: Co., New Delhi. 
5. Shri S. R. Sharma, Jamshedpur. 

6. Raj K. Tandon &: Co., Chartered Accountants, Delhi. 

*These bodies were interviewed by the Commiuee. 
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