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Our unhealthy - political slate is 
underlined by the heavy silence of the 
so-called leftists in the Congress Party, 
the inhibitions of the communists 
who do not approve of their erstwhile 
comrades and the quiet retreat of 
those accustomed to chattering about 
freedom and liberty. Only a few en
lightened voices are heard demanding 
that no one be condemned unt i l proved 
guilty. The militants of the Jan Saugh 

THE Government of India has 
adopted the right and fair pro

cedure in appointing a Committee to 
inquire into the desirability of abolish
ing the managing agency system. This 
is the procedure laid down under 
Section 324 read wi th Rule 11 of the 
Companies Ac t . Earlier, the Govern
ment's apparent intention was to act 
under Section 326, under which the 
Government can reject applications for 
approval of managing agency agree
ments on the ground that the pro
posed managing agent is not a fit and 
proper person. The use of Section 326, 
which was meant to deal w i th ind i 
vidual cases of delinquency, to abolish 
a system of management in certain 
established industries would have been 
a clear abuse of statutory and adminis
trative powers. 

The five-member committee headed 
by I G Patel consists wholly of offi
cials; in fact, three of the live are 
f rom the Finance Minis t ry . Consider
ing the views which the Finance M i n 
ister has already expressed, it can be 
taken for granted that the Committee 
w i l l recommend abolition of the man
aging agency system in certain indus
tries and businesses. The question then 
is which industries and businesses w i l l 
be closed to managing agents—and 
when. A large number of managing 
agency agreements, it is known, are 
due to come up for approval this year 
but the exact number is not disclosed. 
The first appointments of managing 
agents under the Companies A c t 1956 
took place in 1960 but how many of 
them were for five years is not known; 
the Company Law Administrat ion has 
never published the "matur i ty pattern" 
of approved agreements even though 
their number does not exceed 1,500 
and all the necessary data are in its 
possession. 

and the R S S approve of Nanda's 
action. So do the Swatantra bigwigs. 
If there had been genuine institutions 
in support of democratic processes, in 
defence of dissent, it would not have 
been possible to lock up people w i t h 
out t r ia l . 

It remains to be seen whether the 
Durgapur Session of the Congress 
Party (for which the entire resources 
of the West Bengal Government have 

Under Rule 11, the Committee that 
may be appointed to report on the en
forcement of Section 324 can have the 
powers of a commission of inquiry. It 
can "examine such representatives of 
the management, investors and other 
interests concerned wi th the working 
of the units engaged in the industry 
or business concerned as the Com
mittee may in its discretion select for 
the purpose". The Rule requires the 
Committee to make specific inquiries 
in regard to 

(a) the importance of the industry 
or business to the national economy; 

(b) the number of companies en
gaged in the industry or business and 
their financial and managerial perfor
mance; 

(c) the capital structure and form 
of management of such companies; 

(d) the capital structure of the 
managing agencies and the extent of 
their interest in managerial compa
nies; 

(e) the total remuneration received 
by managing agents acting as such or 
in other capacities; 

(f) the extent to which managing 
agents have been responsible for the 
promotion, development and finance of 
managed companies; and 

(g) whether in the l ight of various 
considerations, other forms of manage
ment could be of greater advantage to 
the shareholders and the general public. 

The report of the committee may or 
may not be published. Data on al l 
these matters, except (g) which is after 
all a matter of conjecture, are already 
available w i t h Government. The test 
of the Governments earnestness, there
fore, is the speed w i t h which the 
Committee reports back. No useful 
purpose would be served by asking for 
memoranda and oral evidence. The 
question has been debated so long 
(wi th so l i t t le facts, though) that no
thing new can be uncovered now to 

been mobilised fu l l time for the past 
several weeks!) w i l l face these issues 
squarely or rest content wi th rubber-
stamping the meanderings of the GOI . 
Congressmen should have enough time 
to face these issues—for, Gulzanlal 
Nanda has even cancelled the sche
duled meeting of the Congress Socia
list Forum. But, alas, who w i l l lead 
them in the debate? Peripheralism 
breeds political pipsqueaks. 

support the indefinite continuance of 
the managing agency system. The so-
called substitute of management, by 
secretaries and treasurers is and should 
be deemed as no different f rom man
aging agents. 

There is one problem which though 
only procedural requires immediate 
attention. That is the question of the 
guarantees which banks and most fin
ancial institutions require from man
aging agents (or failing them, one or 
two directors) for loans to managed 
companies even when the loans are 
fully secured (by mortgage, pledge or 
hypothecation) against good and con
ventional collateral. In concrete terms, 
these guarantees are meaningless for 
they can never be honoured in event 
of default. ICIC1 has never insisted on 
such guarantees while the Industrial 
Finance Corporation announced its 
intention to give up the insistence 
only in 1964; SFC's and banks are 
s t i l l slaves of the old t radi t ion. Severe 
transitional difficulties would be created 
in the industrial credit structure wi th 
the phased abolit ion of the managing 
agency system if adequate arrange
ments are not worked out in advance. 
Banks must be directed in the near 
future not to insist on such guaran
tees and the state-owned banking sys
tem ( i e , the State Bank of India and 
its subsidiaries) must set the example 
on its own. 

As for other transitional problems, 
private managements w i l l have to do 
some fresh th inking on the creation of 
a rational and efficient system of man
agement. In fact as distinct f rom law, 
the abolition of managing agents w i l l 
not make a drastic change in the sys
tem of top management but i t would 
imply fixation and assignation of i nd i 
vidual responsibility and more work 
by less prestigious and younger boards 
of directors. 
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Confrontation: Another Step 
IT seems to have gone relatively 

unnoticed that Indonesia had a 
fu l l year's warning of Malaysia's elec
tion to the UN Security Council. I t 
was last year that Czechoslovakia and 
Malaysia agreed to split the usual two-
year term of non-permanent members 
to end a v o t i n g statemate. Clearly, 
therefore, President Sukarno is not 
leaving the UN in a huff, suddenly 
angered by Indonesia's enemy's eleva
t ion. The withdrawal is the latest step 
in Confrontation which is now the 
sheet anchor of Sukarno's external and 
internal policies, 

What does Sukarno expect to 
achieve by his dramatic act? Indo
nesia has set a precedent which other 
disgruntled countries could follow to 
express their dissatisfaction wi th the 
world organisation. Speculative reports 
have already appeared that Pakistan 
may follow suit if the UN does not 
act according to her dictates on the 
Kashmir question. In principle, there
fore, Indonesia's exit detracts from the 
UN's prestige and authority. In actual! 
fact, however, it is unlikely to have! 
much impact, J 

Nor w i l l Sukarno's withdrawal in-
any way make Malaysia more vulner- | 
able to his threats. Formally, Malay-
sia's defences are wel l taken care of 
by her treaty wi th the United King J 
dom. Besides, it is known, the US t o o l 
has offered military assistance. On the! 
other hand, Sukarno's internal a n d ! 
foreign policies have firmly put h im 
out of favour w i th the western bloc-
This by itself it sufficient to ensure 
that he can launch no large-scale m i l i -
tary offensive against Malaysia w i t h 
any hope of success. His principal 
allies today, Peopled China and the 
Soviet Union, are divided and are com-
peting for influence over h im. The 
Soviet Union, while verbally sharing! 
Sukarno's views on the colonialist 
character of Malaysia, has discreetly 
refused to get too involved in Con-
frontation; she has been equally cau-
tious in her response to Sukarno's 
withdrawal f rom the U N . Only People's 
China and Albania have seemed to go 
the whole hog w i th Indonesia on M a l - | 
aysia, while Sukarno sought to impose? 
an economic blockade of Malaysia,; 
China sold her 250 mi l l ion Malayan 
dollars wor th of goods in the first ten 
months of 1964 and in the process 
bui l t up a thumping trade surplus 
which must have come in very handy 
for financing her growing imports from 
the non-communist wor ld . As for the 
non-aligned countries, few, if any, 

have supported confrontation even on 
paper, though Sukarno continues to 
be one of the pillars of non-alignment. 

The theory that Indonesia's wi th
drawal from the UN is the precursor 
to a large-scale armed attack on Mal 
aysia or even a marked intensification 
of the mil i tary aspects of Confronta
tion, therefore, has to be discounted. 
Yet it is part of Confrontation. To ex
pect it to be followed by any serious 
action is to misunderstand Sukarno's 
policy. The Indonesian President has 
talked freely of "crushing" Malaysia 
and had even set a deadline for the 
achievement which has come and gone. 
But from the way he has actually 
implemented Confrontation it should 
be clear that what he expects to achieve 
is far less spectacular than the imme
diate mili tary destruction of Malaysia. 
For the most part, he has been con
tent to keep the Malaysia issue alive. 
The world-wide attention which his 
withdrawal from the UN has com
manded subserves this objective admir
ably. More concretely, there has been 
a sharp step up of the British mili tary 
bui ld up in Malaysia. Bri t ish troops 
in and around Malaysia have been 
vastly strengthened, reinforcements 
have been rushed to the naval base 
in Singapore and a new air command 
has been formed. Malaysia herself had 
earlier ordered conscription. If height
ening of tension was Sukarno's objec
tive, the Brit ish and Tunku A b d u l 
Rehman have co-operated admirably; 
they had no choice in the matter. 

On Malaysia itself Confrontation has 
begun to leave not a few scars. There 
have been the inevitable fissures 
created by the large presence of foreign 
troops and mil i tary advisers. On the 
economic front; Malaysia's trade de
clined by one-sixth in 1964 and the 
Budget for 1965 presented by Finance 
Minister Tan Siew Sin in November 
last showed a deficit of M$853 m i l -
lion, double that in 1964—the result 
of burgeoning defence spending. The 
Indonesians may be too poor to be 
hurt by Confrontation, but Malaysia's 
prosperous business, mainly Chinese, 
and her comfortably-off middle classes 
are not l ikely to bear the burden as 
stoically. 

More important, after the successful 
struggle against the Dutch for West 
Ir ian, Confrontation has become the 
principal prop of Sukarno's popularity 
at home. The prop has apparently 
served well so far. While the Indo
nesian Communist Party as well as 
forces opposed to i t , mainly the army, 
have grown vastly in influence under 

his rule, they s t i l l vie w i th each other 
to win his favour? Recently when the 
right-wing elements were alarmed by 
the inclusion of the Communist Party 
Chairman and two other communist-
leaders in Sukarno's Cabinet and 
sought to close their ranks, the orga
nisation that they set up was called 
the "Body for Supporting Sukarnoism". 
The fact that inspite of keeping his 
country in a continuous state of eco
nomic ruin for years, Sukarno can s t i l l 
confidently stay away f rom the coun-
try fur long periods is evidence enough 
that, from Sukarno's point of view at 
least, the success of Confrontation is 
not to be judged by the very, very 
unfortunate fate of the few dozen gue
rillas he has sent for th to 'liberate' 
Malaysia, 

Not Enough Fish 
I N D I A ranked tenth among the coun-

tries of the world in its output 
of fish in 1963 wi th a catch of 1.05 
mil l ion tonnes, according to figures re
cently published by the Bulletin of 
Fishery Statistics from New York . This 
was an improvement over the previous 
year's catch of 0.97 mi l l ion tonnes but 
that is by no means the whole story. 
If we consider the length of our coast
line, our inland water resources, and 
the number of fishermen and fishing 
craft involved, the achievement is im-
mediately cut down to size. Actually, 
our average fish production in the six
ties has been below the level attained 
in 1959 and even in 1963 it was much 
less than the Second Plan target of 
1.45 mi l l ion tonnes. Between 1957 and 
1962 world production went up from 
31.14 mil l ion tonnes to 44.72 mi l l ion 
tonnes; Japan increased hers from 5.4 
mil l ion tonnes to 6.9 mil l ion tonnes 
and Peru hers from 0.48 mil l ion tonnes 
to 6.82 mil l ion tonnes. In contrast In-
dia's production during the same period 
decreased substantially. 

It was pointed out in the Thi rd Plan 
that a large increase in fish production 
was necessary so as to make available 
a minimum protein diet to the people. 
The Thi rd Plan programme for fisheries 
was framed with this objective in view. 
Current consumption of fish in India 
is as low as 2 kgs per capita per year 
compared to 52 kgs in Norway, 50 
kgs in Iceland and 45 kgs in Portugal, 
According to an F A O expert, if we 
could increase our per capita consump
tion of fish to half of the per capita 
consumption in Portugal, it would mean 
an eight per cent increase in our total 
food consumption. Our annual require
ments of fish have been estimated at 
four mil l ion tonnes. A n d yet the fin-
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