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The Managing Agency System 
A Case for Its Abolition 

R K Hazari 

The managing agency system still predominates in the management of public industrial companies, 
though most of the companies registered in India are, as in the past, managed by boards of directors. 

Almost every business group has a large number of managing agencies, most of which manage only 
one or two companies each. Nearly all these managing agencies have very little resources and provide only 
a small fraction of live total share capital of the companies under their management. And half of the share 
capital of the managing agency companies is held by other companies. 

This form of management is not necessary for providing firm and stable group control over ma
nagement. It does not, in general, bring about economies of management On the contrary, it is an ex-
pensive and irrational system of management to which the managing agents do not even devote their whole 
time. The abolition of the system is necessary in order to rationalise the management of public industrial 
companies. 

The reform will, 'over a per iod of time, separate the power to appoint and control management from 
the actual exercise of the managerial junction. It will give an impetus to the building up of professional 
technical-cum-managerial cadres, the top members of which would he judged by their performance, not by 
their blood relationship and financial participation. 

To prevent managerial dislocation, a phased programme may be drawn up for the abolition of this 
system, step by step, in selected categories of companies. 

The statistical data in this article are taken from the author's forthcoming book on "The Structure 
of the Corporate Private Sector—A Study of Concentration. Ownership and Control" to be published by-
Asia Publishing House. 

IT is ha rd ly surpr is ing that most 
studies of pr ivate indust r ia l 

management have been and are 
pre-occupied w i th the managing 
agency system. Most of the large 
pub l i c indus t r i a l companies are 
s t i l l managed by managing agents, 
though the number of managing 
agents and the companies mana
ged by them have declined since 
the enactment of the Companies 
Act in 1956. In 1954-55, the 
companies, private and pub l i c , 
managed by managing agents 
accounted for 51 per cent of the 
share capital of a l l companies. This 
excludes government, bank ing and 
insurance companies wh ich are 
s ta tu tor i ly debarred f rom having 
managing agents. Th i s rat io in that 
year for pub l i c companies alone 
was 71 per cen t In 1 9 6 0 6 1 , the 
p ropor t i on for a l l companies, pub
l ic and private , declined f r o m 54 
per cent to about 36 per cent, in 
c lud ing in the companies managed 
by managing agents also those 
which were managed by secretaries 
and treasurers.1 Comparable data 
for pub l i c companies are not avai
lable for 1960-61 ; the ra t io for 
them w o u l d exceed 50 per cent. 

The major i ty of companies regi
stered in Ind i a have always been 
under other systems of manage
ment, m a i n l y because private com
panies, which constitute two-thirds 
of the number of companies, and 

' s m a l l publ ic companies d id not, 
in general, have managing agents 
(see Table 1 ) . The significance) 
of the managing agency system 
lies, therefore, in its predominance 
in the management of large pub
lic, m a i n l y indus t r i a l , companies. 

Little Information 
Notwi ths tanding the publ ic pre

occupation w i t h the managing 
agency system, and the ava i l ab i l i t y 
of a considerable amount of p r i 
m a r y data at the offices of Regist
rars of Companies, l i t t l e has been 
known so far about the corporate 
structure of managing agency 
companies. The f o l l o w i n g is an 
attempt to throw some l i gh t for 
the first t ime on select aspects of 
this p rob lem, namely, the number 
and resources of managing agents ! 
in certain business groups, the I 
number of companies managed by ' 
each managing agent, the pat tern 
of ownership of these managing 
agents, and the investments made 

by them in the companies belong
ing to their group. These data are 
cu l l ed from the author 's forthcom
ing work on "The Structure of the 
Corporate Pr iva te Sector: A Study 
of Concentrat ion. Ownership and 
C o n t r o l " 2 which was concerned, 
among other things, w i th the size. 
g rowth , pat tern of ownership and 
control of approx imate ly 1.000 com
panies in which 20 selected corpo
rate groups had an interest in the 
two reference years. 195] and 1958. 

The number of j o i n t stock ma
naging agency companies covered 
in this study was 85 in 1951 and 
77 in 1958. They were dis tr ibuted 
between pub l i c and pr ivate com 
panics as fo l lows : 
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These companies had a total 
share capital of Rs 17.63 crores in 
1951 and Rs 19.87 crores in 1958. 
The m a j o r i t y of the companies, 
however, was very sma l l , judged 
by both share capital and net 
wor th plus loans (Tabes 2 and 3 ) . 

Out of 85 managing agencies in 
1951, 62 had a share capi ta l qf 
less than Rs 10 lakhs each. In 1958, 
52 out of 77 were in a s imi la r posi
t i on . In fact, 12 companies in both 
years had a share capital of less 
than Rs 5.000 each; one had a 
share capital of Rs 255 on ly . 
Near ly a l l those companies which 
had a share capital of Rs 50 lakhs 
and above, e g. M a r t i n Burn . 
Andrew Yu le . Mah indra and 
Mah indra . M a c N e i l l & Barry , and 
Greaves Cotton had other business 
besides managing agency. Tata 
Industries. which manages several 
of the largest public companies in 
India , had a share capital of Rs 
2.25 crores. issued who l ly for con
sideration other than cash as com
pensation for the transfer of ma
naging agency rights f rom Tata 
Sons: it had no investments what
ever in the companies under its 
management. 

The smallness of their share ca
pi ta l was not compensated by 
reserves and loans: 35 managing 
agencies in 1958 had net wor th 
plus loans of less than Rs 10 lakhs 
each. The balance sheets of nearly 
a l l 'pure ' managing agencies actu
a l l y indicate very l i t t l e resources 
of any k i n d . 

Multiple Managing Agencies 

In 1958. the twenty Complexes" 
studied had 89 managing agencies 
in a l l , inc luding unincorporated 
f i rms. E v e n Complex , except 
M a r t i n .Burn. Andrew Y u l e , and 
Mahindra , had more than one ma-
naging agency each (see Table 4 ) . 
B i r l a had 13, Tata 9, and Bangur. 
Mafa t i a l and Kas turbhui 7 each, 
to ment ion on ly the leading ones. 

Between them. these 89 mana
g ing agencies managed 352 com
panies (another 20 companies were 

3As defined in my article "Ownership 
and Control in the issue of Novem
ber 26, 1960, the Complex includes. 
besides Inner Circle companies (i e, 
companies under sole or majority 
control), those companies in Which 
the group concerned has a fifty-fifth 
or minority interest. 

managed by managing agents out
side the twenty Complexes) . As 
many as 47 managing agents ma
naged only one company each, and 
15 o n l y 2 each. At the other end 
of the scale, Andrew Y u l e mana
ged 39, B i r d 34, M a c N e i l & Harry 
24, K a r a m Chand Thapar & Bro
thers 22, B i r l a Brothers 20, M a r t i n 
Burn 19 and Tata Industries 10. 
(Section 332 of the Companies A c t 
1956 which l i m i t s the number of 
publ ic companies managed by a 
managing agent to 10 became 
effective o n l y f rom August 15, 
1960) . The general va l i d i t y of this 
pattern in the corporate pr ivate 
sector as a whole is conf i rmed by 
the data published by the Company 
Law Div i s ion . (See Company News 
and Notes cited e a r l i e r ) . 

Ownership 

Most of the share capital of ma
naging agency companies is not 
owned by individuals . Only 36 
out of 85 managing agency com
panies in 1951 and 30 out of 77 
in 1958 were owned w h o l l y by 
indiv iduals and trusts. In the 
aggregate. indiv iduals owned a 
l i t t l e more than one-third of total 
share capital in both the years, 
whi le trusts also held a significant 

p ropor t ion . The p r inc ipa l owners 
were Ind i an companies and the 
p ropor t i on of share capital owned 
by them recorded a significant 
increase between 1951 and 1958 
(Table 5 ) . 

Seventeen managing agencies in 
1951 and 22 in 1958 were sub
sidiaries or j o i n t subsidiaries, i e, 
more than 50 per cent of their 
share capital was owned by one or 
more companies (Table 6 ) . These 
included, in 1958. such wel l known 
and leading managing agencies as 
Tata Industries. Tata H y d r o 
electr ic Agencies. Cement Agen
cies. Forbes Forbes & Campbel l , 
M a c N e i l & Bar ry . K i l b u r n , B i r l a 
G w a l i o r . Cotton Agents. Andrew 
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Y u l e , K e t t l e w e l l B u l l e n , J K 
Industries, Greaves Cot ton and 
W H Brady . 

In both 1951 and 1958, most of 
the hold ings of I n d i a n companies 
in manag ing agencies were on 
account of investment companies, 
but a s ignif icant p a r t came f r o m 
cotton m i l l s , p lantat ions , banks, 
insurance, trade and, in 1958, also 
engineering, real estate and 'other '  
indus t ry . 

Foreign investors, both i n d i v i 
duals and companies, have a sub
stantial direct stake in manag ing 
agency companies. The propor
t ion of share capi tal owned by 
them, however, c lear ly declined 
d u r i n g the per iod m a i n l y due, i t 
appears, to a transfer of their 
holdings to companies under the 
same control registered in Ind i a . 
W i t h i n this category of owners, there 
was a significant transfer of ho ld
ings f r o m ind iv idua l s to companies. 

The share-holding by Government 
in managing agency companies 
was nomina l in both years. Bu t 
L I C came to own nearly 19 per 
cent of the preference share capi
tal and one per cent of equi ty by 
1958. 

Joint Ventures 

Several managing agencies are 
j o i n t ventures of more than one 
c o n t r o l l i n g interest. M a r t i n B u r n 
is under the j o in t control of Mar
t i n . Mookerjee and Banerjee. The 
cont ro l of M a c N e i l & B a r r y and its 
w h o l l y owned subsidiary, K i l b u n u 
is shared between Inchcape, Mac-
kay and Tata. Cement Agencies is 
a combine of K i l l i c k , Shapoorj i , 
Tata and K h a t a u . Tata H y d r o -
Electr ic Agencies is under the j o i n t 
cont ro l of Tata ( 5 0 . 1 % ) and a 
foreign company ( 4 9 . 9 % ) . Aero-
A u t o is a combine of Walchand , 
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K i l a c h a n d and Khatau . I n 1951, 
Forbes Forbes & Campbel l was under 
j o i n t T a t a and foreign cont ro l , and 
Ke t t l ewe l l Bu l l en was owned to the 
extent of 50 per cent by M a c N e i l 
& Ba r ry (i e, Inchcape, Mackay 
and Tata.) In 1958, Nowrosjee 

Wad ia & Sons was j o i n t l y owned 
by Wadia and Shapoorj i . 

In a l l , there was more than one 
con t ro l l ing f a m i l y o r interest in 
29 out of 85 managing agency 
companies in 1951, and in 24 out 
of 77 in 105ft. 
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We t u r n now f r o m the owner
ship of managing agency compa
nies to their investments. 

The study is based on an ana
lysis of the shareholders' l i s t of 
988 companies in 1951 and 1,079 
companies in 1958. The total 
share capital of these companies in 
the respective years was Rs 244 
crores and Rs 363 crores. Of these 
companies, 730 in 1951 and 865 in 
1958 had some shareholding by 
I n d i a n companies. Bank ing and 
insurance companies in both years 
and managing agency companies in 
1958 have to be excluded f r o m the 
aggregate since they were not per
m i t t e d to have managing agents. 
Exc lud ing the latter, we are then 
left w i th 705 companies in 1951 
and 796 companies in 1958 in 
which managing agency com
panies cou ld have some share
holdings . The share capi tal of these 
companies in the respective years 
was Rs 222 crores and Rs 326 
crores. Of these, corporate ma
naging agents held Rs 5.55 crores 
and Rs 8.01 crores, respectively, or 
2.5 per cent of the total share ca
p i ta l in both the reference years. 
(Tab le 7 ) . The shareholding by 
managing agents was significant 
only in p lan ta t ion companies. In 
a l l the others, as in the aggregate, 
their role as shareholders was 
nomina l . 

Small Holdings 

The data on the holdings by ma
naging agents in the publ ic and 
pr ivate companies or in such of 
them as engage in industry - re
ferred to as indust r ia l companies 

- o f the twenty Inner Circles, 
i e, companies under the sole and 
m a j o r i t y control of groups, i nd i 
cate that they own a very smal l 
p ropor t ion of the share capital of 
these categories of companies also. 
This p ropor t ion , moreover, tended 
to decline dur ing the period 
(Table 8 ) . 

Fur ther , in both 1951 and 1958. 
managing agents held less than 6 
per cent of the total c o n t r o l l i n g 
blocks in the Inner Circle publ ic 
companies of the groups studied. 
(Table 9 ) . Managing agents do 
not themselves hold any important, 
par t even of the investments by 
their con t ro l l i ng interests in the 
companies under their con t ro l . 
M o s t investments of this nature 

are held by investment companies, 
indus t r ia l companies, indiv iduals 
and trusts w i t h i n the groups. 

The data do under-estimate sli
ghtly the investments by managing 
agents in the companies under 
their management because of 

( i ) the exclusion of investments 
by unincorporated managing agents 
and managing agents outside the 
Complexes, 

( i i ) the registration of some 
part of the investments by incor
porated managing agents in the 
names of banks and other nomi
nees, and 

( i i i ) the inclusion of the share 
capital of companies not managed 
by managing agents in the aggre
gate share capital , 

None of these sources of under
estimation, it can be said, is signi-
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companies under the same mana
gement ; and 

( i i i ) i t provides a flexible sys
tem of remunera t ion to top mana
gement. 

Manag ing agency agreements do 
not, however, appear to be gene

r a l l y necessary fo r the purpose of 
exercising con t ro l over the mana
gement of p u b l i c companies. The 
to ta l con t ro l l i ng blocks in the 
pub l i c i n d u s t r i a l companies of 
most groups are sufficiently large 
to enable the c o n t r o l l i n g interests 

ficant enough to al ter the basic 
v a l i d i t y of the above statements. 

Principal Features 

The p r i n c i p a l features of the 
managing agency system which 
emerge f r o m this study can be 
summed up as f o l l o w s : 

(a) The managing agency sys
tem is s t i l l the predomi
nant f o r m of management 
in large p u b l i c indus t r i a l 
companies, but most other 
companies are under the 
direct management of 
boards of directors, 

(b) A l m o s t every Complex has 
a large number of manag
ing agencies, most of which 
manage on ly one company 
each, w h i l e a few manage a 
very large number . 

(c) B a r r i n g a few, which have 
other business besides ma-
naging agency, near ly a l l 
managing agencies have 
very l i t t l e resources. They 
p rov ide only a smal l frac
t ion of the to ta l share capi
ta l of the companies under 
their management. 

(d) A large par t of the share 
capi ta l of managing agency 
companies is owned by 
other companies. In fact, 
many leading managing 
agency companies arc sub
sidiaries or j o i n t subsidi
aries of other companies. 
This goes to show that they 
are merely the management 
departments of the groups 
concerned, and do not con
sti tute the fountain-heads of 
con t ro l . 

(e) A f a i r l y large number of 
managing agencies are un
der the j o i n t control of 
more than one c o n t r o l l i n g 
interest. 

The p r inc ipa l advantages clai
med for this system, as d i s t ingui 
shed f r o m other methods of ma
naging companies under the same 
control are that 

(i) i t provides f i r m and stable 
control over management; 

( i i ) i t secures the economies of 
large scale operations, e g, in mar
ke t ing , finance and management to 
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to contro l the management of these 
companies (see Tables 9 and 10) 
even wi thout the add i t iona l power 
of con t ro l conferred by managing 
agency agreements. There are 
some exceptions, however, e g, 
Tata Steel, I n d i a n I r o n , Associated 
Cement, and some Seshasayee and 
K i r l o s k a r companies in w h i c h the 
con t ro l l ing blocks are re la t ive ly 
s m a l l . In such cases, the loss of ma
naging agency r ights may make the 
c o n t r o l l i n g interest feel insecure. 
But even in these exceptional 
cases, large L 1 C holdings, the 
power of Government to prevent 
the exercise of vo t ing power by 
cornerers fo r up to three years 
under Section 250 of the Com
panies Act , and the support of un
commi t t ed shareholders who have 
confidence in them w o u l d help to 
keep the managements in office. 

It is remarkable, indeed, that no 
group has ever lost control over its 
banking and insurance companies, 
which cannot have managing agents 
and in which the shareholding of 
the con t ro l l i ng interests tends to be 
smal ler than in other publ ic com
panies (Table 1 1 ) . 

Perpetuation of Family Control 

The firm and stable contro l 
wh ich the managing agency sys
tem is supposed to provide is, in 
fact, the perpetuation of f a m i l y 
con t ro l . The system confers a b i r th 
r ight upon the managing agency 
f ami ly not mere ly to control the 
management of companies in the 
group but also to part icipate acti
vely in and to direct their rout ine 
management. The technical and 
manageria l deficiencies of here
d i t a ry management have been 
made up to some extent, in recent 
years, by the employment of pro
fessional technicians and mana
gers, but the appointment of f a m i l y 
members at levels superior to 
these professionals tends to weaken 
efficiency, and leads to an overlap 
of hierarchy in the top manage
ment of the managed companies. 

There is often confusion w i t h i n 
many managing agencies, too, for 
a l l the partners, i f the managing 
agency is a j o i n t venture, as w e l l 
as the active f a m i l y members, have 
the r igh t to intervene d i rec t ly in 
the day to day affairs of the manag
ed companies. 

Economies of Management 
The question of the accrual of 

economies of management to com
panies under the same manage
ment can arise on ly in the case of 
those managing agents which ma
nage a large number of compa
nies. As stated earlier, most ma
naging agents manage on ly one or 
two companies each. In their 
case, the question of economies of 
management does not arise at a l l . 

The few managing agents who 
manage a large number of com
panies cannot c l a im special exper
tise in each of the various indust
ries in which they have a mana
ger ia l interest. They are not 
under an ob l iga t ion to p rov ide the 
best manager ia l and technical ex
pertise at their own cost. The 
cost of the expertise, when it is 
obtained, is a lmost inva r i ab ly 
charged to the managed compa
nies, not to the managing agents. 

The rate of commission on the 
profi ts of managed companies 
which is charged by the managing 
agents is independent of the n u m 
ber of companies managed by a 
single manag ing agent. I f managing 
agent A, fo r instance, manages 
10 companies, the rate of com
mission paid by each of these 10 
companies is not any lower be
cause the same managing agent 
manages nine other companies, too. 

The economies of management, i i 
any, therefore, accrue to the ma
naging agent, not the managed 
companies. 

As members of a group, the 
managed companies do share and 
receive many common services and 
facili t ies, but the ava i lab i l i ty of 
these services and facili t ies 
depends upon membership of the 
group, not upon a par t icu lar sys
tem of management. So long as 
companies A and B, for example, 
belong to the same group, both 
are ent i t led to share the group 
faci l i t ies , whether one or both are 
managed by managing agents or 
have some other form of manage-
ment. 

The managing agency system is 
superfluous in most business 
groups f rom the point of view of 
finance and marke t ing as wel l . The 
f inancing and market ing role of 
managing agents is now generally 
undertaken by their associates wi th
in the group and these associates 
are remunerated separately for per
fo rming that role. 

Flexibility of Remuneration 

The managing agents are remu
nerated on the basis of a commis
sion on the profi ts of the managed 
companies. The defini t ion of profits 
for this purpose and the scale of 
remunerat ion to managing agents 
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are l a id down under the Companies 
Act , and have been elaborated fur
ther under various Government de
cisions. The managing agents are 
ent i t led to a m i n i m u m remunera
t ion in the absence or inadequacy 
of profi ts , but receive commiss ion on 
a s l i d ing scale as the profits in
crease. This system of remunera
t ion does appear flexible as com
pared w i t h the payment. of fixed 
amounts to top management, but the 
f l ex ib i l i ty is superficial . 

As pointed out earlier, most, if 
not a l l . of the expertise obtained 
for the managed companies is gene
r a l l y debited to them, not to the 
managing agents. To the extent 
a commission does save on large 
fixed salaries to top manage
ment, it tends to be offset 
by the fact that the manage
ment secured in return for the 
commission is on ly part- t ime. The 
managing agents as a company, and 
their members as .individuals, are 
free to have other occupations, and 
any number of other management 
jobs in various capacities, even if 
these involve a conflict of interest. 

Besides, in a protected market , the 
f l ex ib i l i ty of the remunerat ion tends 
to be one way and that is upwards . 

Expensive and Irrtitional 

The managing agency system is 
an expensive, i r r a t iona l and part-
t ime system of management. Its 
abo l i t i on is necessary in order to 
rationalise the management of pub
lic indus t r ia l companies. 

The removal of this system w i l l 
not make any difference to the con
t ro l and management of companies 
by groups. I t w i l l alter o n l y the 
f o r m , status, and system of remu
neration of top management. For 
some t ime to come. that is. t i l l 
there is a fundamental change in 
the structure and attitudes of ma 
nagement, even the association of 
the con t ro l l i ng famil ies w i t h the 
routine management of companies 
w i l l continue. 

The reform w i l l , over a per iod of 
t ime, separate1 the power to appoint 
and cont ro l management, which is 
bound to remain w i th the con t ro l 
l i n g famil ies or their representa
tives, f rom the actual exercise of 
managerial functions. I t w i l l give 
an impetus to the b u i l d i n g up of 
professional technical-cum-manage-
r ia l cadres, the top members of 
which wou ld be judged by their 
performance, not by their blood re-
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la t ionship and financial par t ic ipa
t ion . 

Phased Abolition 
It w o u l d not, however, be wise to 

introduce this somewhat radical re
form overs ight . A phased program
me should be drawn up for its abol i 
t ion, step by step, in selected cate
gories of companies. 

The first step necessary for this 
purpose is to abolish the practice 
of banks (pa r t i cu la r ly the State 
Bank which started this practice) 
and financial inst i tut ions ( i e , I F C I , 
I C I C I . SFCs, etc) demanding gua
rantee by managing agents of loans 
to the companies under their ma-
nagement. These guarantees are 
meaningless for, the loans are near
ly always secured against the as
sets of the managed companies and 
the guarantees cannot be honoured 
by any managing agent. none of 
whom has the resources to honour 
them, if called upon to do so. This 
practice could be abolished by Gov
ernment and Reserve Rank direc
tives. 

Second. the restr ict ion on the 
appointment of managing agents 
should be extended to a l l private 
companies. companies which are 
subsidiaries or jo in t subsidiaries of 
other companies, pub l i c companies 
in which the publ ic is not substan
t i a l l y interested (as defined under 
Section 2 (18) of the Income l a x 
Act , 1961) . and investment compa
nies. The employment of managing 
agents in such companies is merely 
a device to get the highest possible 
remuneration for so-called manage
r i a l functions, over and above the 
dividends earned from the substan
t ia l investments made by the cont
r o l l i n g interests in these companies 

T h i r d , no managing agent should 
be al lowed to manage less than 
three companies. Under the Compa
nies Act. an ind iv idua l can be 
managing director of not more than 
two companies. Since the managing 
agency system is said to provide an 
economical form of group manage
ment, it is logical to suggest that 
a managing agent should manage 
a larger number of companies than 
a managing director can. This pro
vision w i l l el iminate the practice of 
m u l t i p l y i n g the number of mana
ging agents w i t h i n each group and 
g iv ing them the f o r m a l manage
ment of only one or two companies. 

The second and t h i r d steps w i l l 
require appropriate amendments to 

the Companies Act . 

Four th , after t ak ing the above 
steps. Government should exercise 
its powers under Section 324 of the 
Companies Ac t to not i fy that, w i t h 
effect f rom specified dates, compa
nies, the p r inc ipa l business of which 
is manufacture or processing in we l l 
established industries l ike cotton, 
ju te , paper, sugar, tea and cement 
w i l l not be permi t ted to have ma
naging agents. To these industries 
may also be added rayon, though 
it is not yet wel l established, in 
order to prevent cotton companies 
f r o m passing as rayon. The prob
lems of finance and management 
of these industries do not ca l l 
for the special services which the 
managing agents c l a im to have pro
vided so far. The technical changes 
and problems of marke t ing that 
they have to face require profes
sional s k i l l , not the par t - t ime at
tention of the members of control
l i ng families. 

Will Not Affect Control 
In a l l these industries, tea except

ed, the managed companies are, in 
general, better known in their own 
right than the managing agents 
which manage them. The investing 
publ ic . in general, evaluates the 
performance and prospects of i n d i 
vidual companies and is. at best, 
concerned wi th the group to which 
they belong, not the par t icu la r ma
naging agent which manages them. 

The e l imina t ion of the1 managing 
agency system f rom these industries 
w i l l not affect the control of groups 
.over their companies for the cont
r o l l i n g blocks in them are. in ge
neral, quite substantial . 

Companies engaged in coal m i n 
ing , chemicals, heavy engineering, 
basic i ron and steel, and power, 
should be permi t ted a longer period 
of grace for two reasons. First , the 
c o n t r o l l i n g blocks in most of the 
large companies in these industries 
are re la t ively smal l and the sudden 
te rmina t ion of managing agencies 
might create dislocations. Second, 
the investment required in these 
industries is relat ively large, their 
gestation per iod is long and they 
have a high p r i o r i t y in planned i n 
vestment. Even in these industries, 
however, the managing agency sys
tem should be e l iminated over a 
per iod of say, 15 years, for the 
argument's that apply to other in 
dustries u l t ima te ly apply to these 
industries also. 


