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Already the Rajya Sabha    Members 
are there on that Committee. 

SHRI JAGDISH PRASAD MATHUR, 
(Uttar Pradesh): That is another one, 
that, is, the Visva-Bharati Bill. 

SHRI A. G. KULKARNI: That, ia 
what I have said. The Lok Sabha 
was dissolved and the Members from 
the Lok Sabha could not be there. 
The better course for the Government 
is to keep whatever quota is there 
from the Rajya Sabha and you can 
induct the Lok Sabha Members who 
have newly come. I say this because, 
Sir, there is no convention. When 
the Rajya Sabha Members are al- 
ready there, how are you going to 
renominate again another set of Mem- 
bers? What is the reason that is 
there in the Government's mind? Is: 
it that they do not like the present 
Members or that they want to induct 
their own Members, Members from 
the Treasury Benches? 

SHRI SITARAM KESRI: Although 
I do not commit myself on your sug- 
gestion, I must say that I^wi'l consi- 
der your suggestion, I do not com- 
mit myself; I don't do it. But still I 
can assure you that your suggestions 
I shall keep in mind. 

SHRI A. G. KULKARNI: Thank: 
you. 

RESOLUTION RE APPOINTMENT 
OF COMMISSION TO INQUIRE 

INTO THE INSTITUTIONAL FIN- 
ANCES GRANTED TO INDUS- 

TRIES AND CONTROL EXERCIS- 
ED BY THE LENDING INSTITU- 

TIONS—Contd. 
SHRI SANKAR GHOSE (West 

Bengal): Mr. Vice-Chairman, Sir, the 
honourable Member, Shri Kalyan 
Roy, has brought a very important 
question before this House. 

[The Vice-Chairman,     (Shri A. G. 
kulkarni) in the Chair]. 

He has raised the question about the 
entire credit policy of the Govern- 
ment.    The Ministries concerned with 

regard to this matter are the Ministry 
of Industry, the Ministry of Finance 
and the Ministry of Company Affairs. 
Now, I am glad to see that in the 
absence of the Minister of Finance, 
the Minister of Communications is 
ably representing the Ministry of 
Finance and in the absence of the 
Minister of Company Affairs the 
Minister of Information and Broad- 
casting is representing the Ministry 
of Company Affairs in the House. 

THE MINISTER OF COMMUNI- 
CATIONS (SHRI C. M. STEPHEN): 
We both are in charge of communi- 
cation. 

SHRI SANKAR GHOSE: Yes; both 
of you are in charge of communica- 
tion. And what has happened to the 
communication between the manage- 
ment of the sick industries and the 
financial institutions? It has failed 
and, therefore, it is good to see that 
the Minister of Communications has 
come to rectify the defect. Now, Sir, 
so far as the credit policy of the 
Government is concerned .  .  . 

SHRI KALYAN ROY: I can assure 
you that the Information and Broad- 
casting Minister is here and he will 
see to it that whatever is said here is 
completely blacked out from the All 
India Radio. 

SHRI SADASIV BAGAITKAR 
(Maharashtra): Is he here for tbat 
purpose? 

SHRI SANKAR GHOSE: Will the 
honourable Minister give an assu- 
rance to Mr. Kalyan Roy in this con- 
nection? 

THE MINISTER OF INFORMA- 
TION AND BROADCASTING (SHRI 
V. p. SATHE): I am the Minister for 
information collecting and broadcast- 
ing. 

SHRI SANKAR GHOSE: So far as 
the credit policy and the Govern. 
ment's control over this policy arc 
concerned, during the last three years 
or so, in the Consultative Committee 
attached to the Ministry of Finance, 
myself and    the    present    Industry 
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[Shri Sankar Ghose] 
Minister, Mr. Chanana, raised many 
questions. So, the Minister is, to 
some extent, familiar with these mat- 
ters and, so, it ia now a question of 
implementing those things. 

SHRI SADASIV BAGAITKAR: He 
is more than—familiar with it. 

SHRI SANKAR GHOSE: Yes, he is 
more than familiar. We had raised 
with Mr. H. M. Patel and then with 
Mr. Charan Singh many of the things 
that Mr. Kalyan Roy has raised. 
Being familiar with them, I think the 
Industry Minister will be in a better 
position to implement the suggestions 
we made and he himself made. 

SHRI LADLI MOHAN NIGAM 
(Madhya Pradesh): He will make a 
positive commitment today. 

SHRI SANKAR GHOSE: Now, so 
far as the resources of the various 
industries, sick or otherwise, are con- 
cerned, generally 75 per cent 0f the 
resources comes from the public insti- 
tutions and banks, and 25 per cent 
from sundry creditors and, actually, 
the industrialists are not investing 
anything these days. There is no 
risk investment by them. But they 
are taking the money of the Govern- 
ment and the public institutions. 
Therefore, the question of control by 
the Government over these industries 
is very important. More than two 
thousand crores are in the sick indus- 
tries including the National Textile 
Corporation. Therefore, a mechanism 
has to be found by which the Govern- 
ment can have greater control and 
would be able to find out the causes 
of sickness and to remove the causes 
of sickness. Now, we cannot control 
it merely if the balance-sheets are 
given to the Company Affairs De- 
partment at the end of the year or 
later. That is no monitoring and that 
is no control. The banks are not 
really exercising much control. The 
Reserve Bank itself is complaining 
that the banks are not controlling, 
that sickness is taking place. Though 
the bulk of the funds    are    coming 

from the Government controlled 
banks, in many cases the Directors of 
sick industries and other industries— 
appointed by banks—go there un. 
prepared. They do not take any real 
interest, and they do not control or 
give any guidance. There is no via- 
bility scheme. There is no rehabili- 
tation programme. Nothing is formu- 
Tated. Therefore, some remedial mea- 
sures should be taken. Shri Kalyan 
Roy quoted facts and figures. I do 
not want to go into them. I only want 
t0 make certain suggestions. 

So far as the Directors are con. 
cerned—Directors appointed by pub- 
lic financial institutions. We must 
make them accountable to the Gov- 
ernment so that they really take an 
interest in these industries and give 
guidance. They cannot say that they 
are only two or three Directors and 
that the majority of the Directors are 
of the private sector, because more 
than Rs. 2000 crores are involved it is 
essential that they exerciae proper 
control. They are sleeping Directors. 
They are retired Government emp- 
loyees or bureaucrats. A managerial 
cadre must be created. We cannot 
run a dynamic industrial economy 
unless we have the right people. It 
is not a question of IAS or ICS or 
bureaucrats. The people who know 
modern industry, who know modern 
technology, must be there. We would 
like the Government to have a clear 
policy and a programme so that a 
managerial cadre is formed who will 
really function effectively in the 
Board of Directors of these indus- 
tries, sick or otherwise, who will be 
accountable and who will pull up 
these industries, prepare viability 
schemes, prepare rehabilitation pro- 
grammes, and so on. 

Only the other day, the Minister, 
Mr. Chanana, I think, made a speech 
at the Annual General Meeting of the 
Engineering Association. He said that 
50 per cent of the units have techno- 
logy which is obsolete. If the tech- 
nology is obsolete, then naturally they 
will  become  sick;   they  will  not  be 



 

able to make profit. If 50 per cent of 
their technology is obsolete, then 
what is the Government doing? What 
are the Government Directors doing? 
It is good to see that Ministers are 
making these complaints. But it 
would be better to see that they 
remove the causes of these comp. 
laints. And they have power to do 
so. 

Now, what is happening? After the 
nationalisation of banks in July, 1969, 
85 per cent of the banking resources 
came in the public sector. After the 
nationalisation of—six banks recent- 
ly, another 6 per cent of banking 
resources came to the public sector. 
Therefore, about 91 per cent of the 
banking funds have come to the pub- 
lice sector. And more than 75 per cent 
of the capital of these industries is 
taken from banks and term lending 
institutions. Now, there have been 
proposals that theloans will, to some 
extent, be converted into equity, go 
that the Government will have a 
stake in these industries and it will 
purchase shares through these loans 
and also have control over the man. 
agement and the Board of Directors. 

Now, what is happening? Public 
funds are taken. Then these indus- 
tries are squeezed. Profits are taken 
away and diverted. There is ineffi- 
cient management. There is misap- 
propriation of funds. And then they 
just pass on the buck to the Govern, 
ment. But the Government is in a 
position to have control over tlie 
financial resources, to have manage- 
ment control, and to have Directors— 
not sleeping Directors and bureau- 
crats but dynamic, modern Directors, 
who understand the modern economy. 
What is happening? Now, our credit 
policy is a part of our general plan- 
ning and a part of our economic 
policy. What is happening in our 
public sector? Last year, there has 
been no growth. Some people say 
that the growth will be 1.2 per cent. 
Some people say that it will ba zero 
rate of growth. If all this money has 
come from the banks and    financial 

institutions of the Government and 
they have the power of control, then 
why ia this happening? Is it that no 
industry is making profit? If you see 
the figures, you find that in spite of 
shortage of coal, the transport bottle, 
necks and the power crisis, a large 
number of industries are making 
profits. But the industries which are 
necessary for the development of the 
country are not making profit. If you 
look at the figures, you find that even 
last year there has been a good rate 
of growth in the air-conditioning in- 
dustry, in the refrigeration industry, 
in the bear industry, in the cigarette 
industry and in the polyster industry. 
But in cement, the growth has been 
25 per cent less than the target. In 
steel the growth has been 25 per cent 
less than the target. In aluminium, 
the growth has been 25 per cent leas 
than the target. In nitrogenous fer- 
tilisers, the growth has been 18 per 
cent less. What is our credit policy 
and how are these inlustries running 
in spite of power shortage, transport 
bottlenecks, coal shortage, etc. The 
elitist industries—the refrigeration 
industry, the air-conditioning indus- 
try, beer industry, cigarette industry 
and polyster industry—are making 
profits. There is no reason really 
that those industries which are pro- 
ducing goods for the national interest, 
consumer goods for mass consump- 
tion, should make losses in spite of the 
bottlenecks and difficulties we have 
in the coal, power and transport sec- 
tors. 

Therefore, if we have a credit 
policy, we can see that credit is given, 
to those industries which will help 
in really developing the economy and 
will not produce merely elitist goods. 
The question that has been raised in 
this Resolution is control over the 
entire credit policy and unless our 
credit policy is devetailed with our 
Planning policy and our general econo- 
mic policy and unless we see that 
the loans that we give really go to 
deserving industries, all our planning: 
will become distorted and the distor- 
tions will grow. 
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[Shri Sankar Ghose} 
Now, so far as our credits policy is 

concerned, as the Government has 
control over the commanding heights 
of financial institutions, we have to 
see that credit goes more to the 
priority sector. I understand that the 
target has been raised to 40 per cent. 
Forty per cent of credit will go to the 
priority sector by 1985. It is not a 
very big target because already more 
than 30 per cent credit is going to the 
priority sector. But how do you en- 
sure even this moderate target to be 
achieved if you do not monitor, if you 
do not have proper Directors or if 
your Directors are sleeping Directors. 
If you do not convert your loan into 
equity or share so that you get bet- 
ter, control over the management, you 
Cannot do this. Now , Sir, so far as 
the loans given to the priority sector 
are concerned, it is a part of our 
policy that the loans should toe given 
more to industries which produce 
mass consumption goods and also 
loans wiH be given more to industries 
which will help employment or which 
are labour intensive industries. But, 
Sir, what is happening? If you make 
an analysis of the credit that goes to 
the small-scale industries, you will 
find that even in the case of small- 
scale industries, the bulk of the credit 
will go to the larger industries in the 
small-scale sector, and the minimum 
credit goes to the small industries in 
the small-scale sector. That is again 
distorting the priorities. Those who 
have a credit limit of Rs. 10,000 in 
the small-scale sector get only 10 per 
cent of the credit. But those with 
more than Rs. 10 lakhs get 20 per 
cent of the credit. Thefore, what is 
the control by the Government over 
the priorities? Even in the priority 
sectors, there are sectors which are 
of more labour-intensive and employ- 
ment oriented. Therefore, the Gov- 
ernment has to look into this aspect. 

Sir, the next question that arises is 
this. Before the nationalisation, the 
banks were mainly traders. They 
were not developmental organs. They 
were giving loans against the security 

of goods. Now, the purpose of nation- 
alisation was to increase development, 
increase growth and also to ensure 
justice, justice as between persons 
and justice as between regions—inter 
personal justice and inter-regional 
justice. Now, the loans that are given 
are still going to larger industries 
and to more affluent sections. Unless 
there is a policy of proper control 
and proper surveillance, this develop- 
ment strategy, mingled with social 
justice, economic development ming- 
led with economic justice will not take 
place. Even the other day the Gover- 
nor of the Reserve Bank regretted 
that the banks are not having control 
over the finances that they are giving 
to different industries. 
■ 

Now, Sir, what is happening is 
this. We are finding that still a large 
proportion of the bank loans is going 
for the purpose of inventory building 
by persons and for speculation. One 
of the major purposes of our credit 
policy should be not only develop- 
ment but it should also be anti-infla- 
tionary. But we are still finding that 
the bank loans are going to traders, 
speculators and hoarders. And if we 
get the figures of the inventories that 
they have built up, it wil show 
clearly that speculators are getting 
bank loans. They want to build up 
inventories for the purpose of selling 
at a profit and to make a gain out of 
the rising price situation. The loans 
should not be meant to help hoarding 
or speculation or help the traders to 
make money without any manufac- 
ture. That cannot be the purpose 
of Government policy. But in spite of 
the generally accepted national policy, 
in spite of the warning of 
the Reserve Bank, this thing 
is taking place. And I have 
have got the figures of the invento- 
ries that they are allowed to build 
up. I do not want to quote the 
figures but I say that there are large 
sums in inventories. For example, 
in 1976-77, the figure was Rs. 648 
crores. And in 1977-78, the inven- 
tories went up by 4.6 per cent. There- 
fore, there is a growth    in the bank 



 

loans given for the purpose of build- 
ing up inventories. 

Another thing is happening with 
our Credit policy which is the most 
unfortunate thing, an unprecedented 
thing for a developing country. When 
we started on the path of develop- 
ment, our savings rate was poor. 
Now we have reached a stage where, 
for various reasons, we have a very 
high rate of saving, unprecendented 
in the third-world countries. Of the 
gross national product the gross 
savings rate is 24 per cent. so we 
have a very high rate of growth of 
savings. The Planning Commission 
has said this and the eminent econo- 
mist, Prof. Raj has said that there 
has been a dramatic increase in the 
rate of saving. But in spite of our 
control over the banking institutions, 
in spite of nationalisation, we are 
not in a position to invest the 
savings. Now the purpose of credit 
policy is to increase development and 
we cannot have development because 
sometimes we do not have the 
money. But India is in this paradox 
that we have got the money but we 
are not in a position to in- 
vest. What control does the 
Government have over these banks? 
When investment is falling short of 
the real savings, we have this infla- 
tion. The best remedy against in- 
flation, in the long run is to increase 
production and the increase in pro- 
duction requires larger investment. 
We have real savings to ensure that 
large investment, but we are not 
in a position to invest, there is a 
shortfall between our savings and 
investment. Then what control do 
we have over the financial institu- 
tions and term-lending institutions? 
When we have got this money why 
cannot we give it so that it can be 
invested? 

Sir, with regard to these invest- 
ments we have to see that we do not 
change our nationally accepted pri- 
orities about economic justice. The 
Tandon Committee had suggested 
that the big houses may be given 
more loans and the ceiling limit be 
raised from Rs, 20 crores to Rs.    W 

crores. When we are finding that 
small industries are not getting the 
required credit, agricultue is not 
getting adequate credit, in the pri- 
ority sector targeta are not being 
achieved, to the elitist industries 
only credit is given, the mass con* 
sumption industrie3 are not getting 
credit, then I hope that the Govern- 
ment will not reverse the nationally 
accepted policies and will not give 
more credit to larger houses or only 
to capital intensive industries. Greater 
credit has to be given to labour in- 
tensive industries. 

At one time the Government had 
the awareness that a proper credit 
policy could not be had unless there 
was a package credit policy, namely, 
that you could not give credit to 
small scale industry unless you could 
also give them consultancy service, 
unless you could also give them train- 
ing facilities, unless you could also  
give them certain marketing facili- 
ties. Merely giving credit to the 
small scale industry, without a pack- 
age programme of giving them also 
consultancy, training and marketing 
facilities, would not be able to achieve 
the desired result. 

This Resolution, which Mr. Kalyan 
Roy has brought forward, is of vital 
concern to the country. I say the 
Minister knows it because he had also 
cried himself hoarse in the Consul- 
tative Committee meetings and said 
that this credit was not going in pro- 
per directions. Credit ig not being 
utilised for combating anti-inflatio- 
nary activities. It is still being given 
for speculative purposes. Credit is 
being given to larger houses and not 
to the priority sector and small scale 
industries. There is no proper con- 
trol or monitoring cell. There is no 
proper managerial cadre. Therefore, I 
hope that the Government wiH give 
due consideration to all these things. 
Otherwise we shall lose the bettte 
against inflation. We will lose the war 
against poverty if we have a wrong 
and faulty credit policy which is not 
integrated with our planning policy 
and our national economic policy. 
Thank you. 
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should not insist upon quorum I 
would suggest that the quorum bell 
must be rung. 

THE VICE-CHAIRMAN (SHRI 
A. G. KULKARNI): Is the hon. 
Member insisting on quorum? 

SHRI V. B. RAJU: I have already 
said that although there is no con- 
vention, but on a non-official day 
particularly, it is does not seem to be 
good. 

THE VICE-CHAIRMAN (SHRI 
A. G. KULARNI): My difficulty is, 
the hon. Member will appreciate that 
if I ask for ringing the quorum bell 
and if nobody turns up, I will have to 
adjourn the House till 11.00 A.M. on 
Monday, but there are two or three 
more ttems still to be taken up. In 
this House I think there is no con- 
vention of quorum. I would, there- 
fore, request you fy please bear with 
me. 

SHRI V. B. RAJU:   I am not    in- 
sisting. 

SHRI P. RAAMURTI (Tamil Nadu) \ 
I would suggest smebody goes out and 
gets some people. 

SHRI V. P. SATHE:  All right,     I 
will go out and get some people. 

SHRI V. B. RAJU; (Andhra  Pra-desh) Sir, on a 
point of order. There are hardly half a dozen people 
in the House. It will not be dignified to address the 
House when there are hardly five to six Members. 
Even though the  convention  is  that      we 
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DR. BHAI MAHAVIR: Mr. Vice- 
Chairman, Sir, the question of indus- 
trial sickness is growing to threaten- 
ing proportions and one can even say 
that it is baffling solution up till now, 
The efforts that have been made to 
tackle it have been guided partly by- 
compassionate considerations—the 'ear 

of the workers losing jobs in large 
numbers and the danger of industrial 
plants remaining idle. Despite these 
very laudable considerations, Sir, it 
is rather unfortunate that we do not 
seem to have been able to come to 
grips with the problem so much so 
that even the dimensiong of the pro- 
blem are not quite clearly known. 
whether there are 280-odd units or 
334-odd units which have the credit 
limit of Rs. one crore or more ond 
are in the sick list, and whether there 
are 8,000 units or more in the decen- 
tralised industry which qualify to be 
termed as sick, it does not make 
much material difference, when it is 
conceded that the problem is large 
enough to call 'for a very serious con- 
sideration and perhaps a nation-wide 
debate before it can be tackled jn 
earnestness. Not only this. There 
are various types of industrieg and 
also units belonging to various types 
of production, various industrial 
units, including engineering, textiles, 
chemicals,  etc.  so much so that the 



 

estimated loss of output because of 
Jfchis sickness is something like 
R9. 2,920 crores every year, the loss 
-on account Of Excise duty i8 some- 
thing more than Rs. 430 crores and 
"there is another loss of Rs- 320 crores 
of Government revenues because of 
this loss of production. This, Sir, is 
a situation which could have been 
tolerated temporarily if the remedies 
undertaken to solve the problem were 
showing signs of success or proving 
effective. It appears that this sick- 
ness is increasing. It is perhaps 
worsening in every single unit. What 
is more baffling is that even in the 
case of those units where a lot of 
money is being pumped in and the 
Directors representing various finan- 
cial institutions of the Government 
are nominated—despite their pre- 
sence^—the results are satisfactory 
only in very rare cases. Normally 
the cases show rather disappointing 
results. Where do we go from 
here? The question, therefore, re- 
mains: what do we do about the 
increasing sickness of our industry? 
So much is the pressure of this that 
the orgainsation which was set up 
for nursing the sick units, the IRCl 
(the Industrial Reconstruction Cor- 
poration of India) has proved ineffec- 
tive. Recently, in an article appear- 
ing in the newspapers it was describ- 
ed that the nurse who had been de. 
puted to look after the patients her- 
self had fallen ill and was in need of 
first-aid or some sort of medication. 

SHRI P. RAMAMURTI: Medication 
or meditation? 

DR. BHAI MAHAVIR: Meditation 
perhaps for the policy-mak- 
ers and medication for the 
organisation itself. Tne I.R.C.I, 
set up in 1971 has grown in verti- 
cal fashion. They say that the num- 
ber of units which it had taken un- 
der its umbrella in 1974 continues to 
be the same, but the amount of money 
put in goes on increasing. And we 
do not know where this is going to 
end up in. The bureaucratic ineffi- 
ciency also has been pointed out in 
the case of the IRCl    It is said that 

till today they do not have published 
accounts of the actual utilisation of 
funds which have been released by 
it to various sick units nor does it 
have any published accounts of vari- 
ance analysis of the performance vis- 
a-vis revival programmes. When 
they give some money or allot some 
funds, naturally, they do it according 
to some plan of expected perform- 
ance. Now to what extent that ex- 
pected performance has proved cor- 
rect to what extent results have been 
achieved according to expectation and 
to what extent there has been var- 
iance in actual performance from 
what was expected. There should 
be an analysis of these and also a 
clear picture before us of how much 
money has been given to which uniti 
and how they have utilised those 
funds. If this particular unit of 
financing agencies is not able to 
give accounts or statements on these 
two aspects of its working, the doubt 
remains that bureaucratic handling of 
this institution itself needs a good 
deal of reform. 

Sir, you keep on pouring money 
whether it is through the Industrial 
Development Bank or through the 
IRCl or through the commercial 
banks which are now the nationalis. 
ed banks. We do not have an endless 
scope of funds. If one were to listen 
to the spokesmen of the nationalised 
banks according to them, the banks 
themselves are in trouble because of 
the decisions regarding loans taken 
on political grounds. Those decisions, 
when I say, "on political grounds", 
are not necessarily wrong. When we; 
for example, decide that 40 per cent 
or more than 40 per cent has to go to 
the priority sector, it is a verylauda- 
ble objective, and, perhaps, it is 
neeessary that the fruits of industrial 
development, economic development, 
should be made available to the com- 
mon people, the smal] man, the un- 
der-privileged persons and the priori- 
ty sectors have to be defined accord- 
ing to that. We also have to take in 
to consideration the need for expand- 
ing the job opportunities. 
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[Dr. Bhai Mahavir] 
I had an occasion to refer to the 

hon. Minister the fact that today 
the whole taxing pattern, the 
whole system of our duties, is 
biased in favour of more fixed 
capital being formed, more In- 
vestment being made m plants and 
machinery, and a person, an entrepre- 
neur, who spends more on creating 
more jobs, does not get any rebate or 
any encouragment or any incentive, 
but a person who puts money in 
a big plant and imports 
an automatic or a semi-automatic 
plant from somewhere or the other, 
gets all the incentives for encourag- 
ing him. We have to change these 
priorities or we have to adjust these 
priorities or incentives to fall in 
line with the needs of the country's 
economic growth, and in that, as 
everybody knows, and it is being re- 
peatedly said, that the emphasis has 
to be today on creating more job 
opportunities.    But that is one thing. 

The banks give loans. The IRCl 
gives loans. The Industrial Develop- 
ment Bank and other organisations 
give loans. But where does that 
money come from? That money is 
the money collected by these banks 
from the common people. As Mr. 
Kalyan Roy was repeatedly saying, it 
is our money, it is my money it is 
his money, it is the mo- 
ney of the small man, the farmer, 
the labourer, the worker. These banks 
are also like the Life Insurance Cor- 
poration. The Government has con- 
trol of practically the whole of the 
savings which the country raises. If 
these savings are not utilised proper- 
ly, it is not merely the banks that are 
going to lose, but it is going to end 
up in a debacle in our whole planning 
and in our whole developmental ef- 
fort. 

Sir, th other day, I noticed a state- 
ment by the Executive Director of 
the Central Bank, saying that all 
the nationalised banks would have 
gone into deep red in the last finan- 
cial year itself. He says that they 
would be going into the deep red 
except  for the foreign  businesg that 

they are doing and because of some 
useful novel operations. Now, what 
these novel operations were, he did 
not spell out. But he did say that 
because of the structure of the bank- 
ing that we have, because of the in- 
terest rates that we have and be- 
cause of the type of loans that they 
have to give, the internal business 
which the banks are to operate, the 
nationalised banks are threatening to 
go into deep red. If this is the danger 
to these large banks, we cannot ex- 
pect much better things from the six 
banks which have been recently ad- 
ded to the nationalised sector. Prac- 
tically the whole banking industry 
will be on a skeleton type of exist- 
ence. This is the danger for the 
banking industry and, therefore, we 
should be very careful in spending 
whatever limited resources we have. 

Sir, why do these sick units appear? 
Why is there sickness? It is a vast 
problem and I would not like even to 
try to swim through the whole ocean. 
But I can only say that private in- 
dustrial units complain against the 
capital market being dry, against 
there being rertrictions on intra-cor. 
porate investment and the fact that 
invitatio; ^ for public deposits are 
restricted and the advances from 
banks which are today governed by 
the Tandon Committee's recommenda- 
tions being unrealistic. They say that 
these causes are at the root of the 
industrial units getting sick. But I 
would like to add that it is partly also 
because of the obsolescence of the 
machinery, the machinery being out 
of date. And sometimes they are 
sick because of factors which are be- 
yond their control like power break- 
downs, shortage of power supply and 
labour  unrest. 

So whpn we come to face this pro- 
blem, we have to analyse first of BH 
what particular causes are there in 

the various sick units and a study 
has to be made whether a particular 
unit is viable at all. If it is not 
viable, then we should not try to cling 
to a corpse, to a body which has   no 
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future because by trying to save     it 
and by trying to prolong its existence, 
we will be pouring down more money 
into the drain merely for the purpose 
of keeping some people employed. I 
remember that the Chief Minister of 
Keraia the other  day made a state- 
ment to the effect that even if     all 
their  industrial     units     were closed 
down and the workers were      sent 
their wages through Money Order at 
their homes, even then probably the 
State Government would be a gainer 
because they would not be losing the 
extra money which they were losing 
in those concerns.    That apart, there 
can be a situation where we may be 
trying to give jobs to some people or 
keep    them    employed    whereas by 
closing down those units, the money 
can be transferred to better produc- 
tion methods and more jobs can b? 
created.    So  to   start  with,   viability 
has to be determined.    If viability is 
there, the next question is, why did 
it fall sick?    Did it fall sick because 
Of reasons which lay in mismanage- 
jnent,  fraudulent  practices,     because 
people were behaving in a manner in 
which they were betraying the trust 
of the shareholders and the workers? 
For example, my friend mentioned the 
Dalmia Dadri cement factory.    From 
1973 the Government has been deal- 
ing with it.   There was an enquiry in 
1973.    So many irregularities and ob- 
jectionable things    were    discovered. 
But no action was taken.   In 1976 the 
working of the plant came to a stand, 
still.    At the end of 1976, a recons- 
truction plan was    evolved in which 
the Government of India,    the Gov- 
ernment of Haryana, the State Bank 
of Patiala and the IRCl participated. 
One representative    from    each was 
taken and two former directors con- 
tinued.    But in spite of this, the loot 
went on and the thing ended up with 
something like Rs. 3 crores of     dues 
piling   up   against  Ramakrishna  Dal- 
mia or whoever it was the sole selling 
agent of cement. 

SHRI KALYAN ROY: Even after 
the Board of Directors of the IRCl 
was reconstituted) the same people 
were kept. 

DR. BHAI MAHAVIR; That is what 
I am saying. Not all of them—at 
least two of them were there. Then 
there were the Government represen, 
tatives. And it remains a mystery to 
us what the Government representa- 
tives were doing when this type of 
daring daylight robbery was going 0n. 
Today the workers are running from 
pillar to post seeking help and un- 
able to get any assurance of their 
jobs being secured for them. Well, 
the question therefore, is this . . . 
(Time bell rings) I am finishing in a 
minute or two. 

If it is a case like this, when it was 
Janata Government we spoke to the 
then Industry Minister, Mr. George 
Fernandes, twice or thrice and he 
said, there is no scope left for it, 
raw materials are exhausted, and all 
that. If it ig a fact, well, let some 
experts go into it and let them de- 
cide that this particular plant can. 
not be revieved. Why keep on pour- 
ing money down the drain? Why 
keep on permitting people who are 
just sharks to loot these units at the 
cost of the workers and the exche- 
quer? Let this be   stopped.   If there 

are fraudulent practices, then that 
management should have nothing to 
do with the reconstructed business. 
If they were no dishonest people, 
then, of course, it is a different mat- 
ter; you can give a loan, give proper 
financial aid, but at the same time 
ensure proper monitoring. Such pro- 
per monitoring was not done in this 
case, as is very obvious. Unless we 
do this proper monitoring, We would 
not be doing justice to the people 
whose money is being given to them. 

And thirdly, if the management is 
inefficient, not dishonest but ineffici- 
ent, there is no need to let that ma- 
nagement continue, there is no need 
to let them have anything to do with 
reconstructed business. Let the whole 
thing be given to some new manage- 
ment or give it through auction. If it 
is taken over by a new management, 
the shareholders also may get some- 
thing  and we may    save    ourselves 
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from the danger of unnecessary bure- 
aucratization also. I am not parti- 
cularly fond of the Government tak. 
ing over everything. The Govern- 
ment has already too much more on 
its hands than it can chew or swallow 
even now, and if it goes on adding to 
itself more and more sick units it will 
only be draining the exchequer and 
increasing the burden on the 
tax-payer. I am therefore nol 
particularly fond of that. I 
would only say that the Government's 
approach should be to make the in- 
dustry, to make the sick unit, stand 
,-iin its own feet as soon as it could be, 
and then let some new management, 
somebody else, take over. I would 
even welcome workers being allowed 
to run the unit; in fact, I was talk- 
ing to Mr. Kalyan Roy: why not tlie 
units, the sick units, be given over to 
the workers to run as a corporate un- 
dertaking, a cooperative undertaking 
oi a collective undertaking? Let this 
experiment be tried. It will he some 
thing new which we will achieve in 
this country. In either case the Go- 
vernment should try to unburden it- 
self, recover the lent money and use 
that money for reviving other units. 
This is, therefore, by way of recom- 
mendations that I would say. 

In the end I would add that the 
problem is too vast to be disposed of 
satisfactorily in a short debate like 
this. I, therefore, support my friend, 
Mr. Kalyan Roy's Resolution that 
a commission be appointed to go into 
the whole problem, all its ramifica- 
tions, and suggest remedies which 
could help the Government and the 
country save its limited resources and 
sort out the problem of industrial 
sickness. 

SHRI P. RAMAMURTI: The Reso- 
lution that my friend, Mr. Kalyan 
Roy, has moved covers a number of 
subjects, not only the subject of sick 
units but also the entire investment 
"policies and practices pursued by the 
financial institutions in this country. 

We are dealng with a situation in this 
country where capitalist develop- 
ment has been topsy-turvy, the en- 
tire development of capitalism in this 
country ever since independence has 
been of a topsy-turvy character. You 
remember the English proverb "Ho- 
nesty is the best policy". They did 
not say ''Honesty is the best virtue." 
They said "Honesty is the. best policy". 
It was typical of the daily competi- 
tive capitalism in the 18th century 
when they had to fight against feudal 
exploitation and when the Industrial 
Revolution had taken place. So in 
that period of competitive capitalism 
before capitalism grew into monopoly 
capital, the more honest you were the 
more custom you get, therefore the 
more profit you made. Therefore, the 
proverb came "Honesty is the best 
policy". But, today, in the 
conditions in which we are 
working, for the capitalists in 
this country, honesty is not the best 
policy, but this honesty is the best 
policy. This is the situation in which 
we are working. The more dishonest 
they are, the more money they 
are able to make. As far 
as capital"' investment is con- 
cerned the investment of the 
entrepreneur is very little in the 
industry. He hardly invests about 
ten lakhs. The financial institutions 
back him up and he enters into 
collaboration with some foreign 
country and their machines are made 
available and that investment is also 
here. Now, whatever capital he has 
invested, he is able to recover 
through the commission that he gets 
on the machinery that h_e purchases. 
Therefore, with no investment what- 
soever, he is able to control the en- 
tire industry and the reason for most 
of the industries being closed down 
today is that there has been a total 
mismanagement and there have been 
fraudulent transactions. This is the 
position. Most of them are due to this 
only. I am not talking of every one of 
them. This is the position with most 
of the industries. How are we going 
to remedy it? That is the main pro- 
blem that    we are    concerned with. 
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Obviously when the financial institu- 
tions play a major part in the 
investment of capital resources in 
this country, something is fundamen- 
tally wrong with the method of 
financing and with the method of 
investment. There is something fun- 
damentally wrong with the various 
policies being pursued by the bank- 
ing institutions and institutions. I do 
not want to go into all those things 
because of the short time at my dis- 
posal. Now, we also know that des- 
pite Pandit Jawaharlal Nehru's talk- 
ing at that time of taking over ihe com- 
manding heights and that it was not 
necessary to take over everything, 
but the commanding heights only 
could be taken over} the command- 
ing heights are the public financial 
institutions because you have got the 
financial resources with them in this 
country and despite the fact that the! 
Government has got the bulk of the 
investible finances in this country, the 
fact remains that it has led to the 
development of monopoly capital and 
big monopoly houses and all these 
things have happened. Therefore, it 
is obvious that there is something 
fundamentally wrong with the poli- 
cies that are pursued by the finan- 
cial institutions which have led to a 
queer industrial and economic deve- 
lopment in this country. It is very 
obvious. Therefor, I do not want to 
go into all the details of the ques- 
tion. It is obvious and it is patent. 
It is patent that these people are 
incapable of managing the economy 
of this country. AU these 30 years we 
have experimented with them and 
they have proved that they are 
totally incapable of managing the 
economy of this country. In their 
hands the economy of the country is 
not safe. This has been proved, and 
how to remedy this is the problem 
now. I am not suggesting the remedy 
now because that is not the scope of 
the resolution. This Resolution calls 
for the appointment of a committee 
so that the whole question can be 
gone  into  in   its   entire  gamut  and 

remedies could be suggested. How it 
can be done is a different question. 
But some remedial action can be 
suggested and that is the scope of 
this Resolution. In this connection, 
I will deal with one aspect of it and 
that one aspect is this; Some of the 
biggest financial institutions of this 
country have got tremendous re- 
sources and they are using their re- 
sources for speculative purposes. 
Take, for example, the Life Insurance 
Corporation of India. The Life Insu- 
rance Corporation of India has got 
tremendous funds. But what is the 
purpose for which they are using 
them? If the shares of a particular 
big business house falls in the share 
markets, in order to boost the shares 
of that house, they go and buy up 
the shares! Is it an investment? 
Buying up the shares of the Tata or 
the DCM is an investment? Are you 
investing anything in any productive 
thing? Are you investing for produc- 
tive purposes? Are you investing the 
money that you have got for pro- 
ductive purposes? It is not for pro- 
ductive purposes that you are in- 
vesting the money. The moment the 
LIC goes to buy up the shares of a 
sick industry, the sagging shares in 
the market, immediately, within a 
short time, the shares shoot up and 
then they make a profit, not the LIC, 
but the other people. They make a 
profit. So this kind of speculative 
investment is being indulged in by 
the biggest financial institutions in 
this country, namely, the Life Insu- 
rance Corporation of India. Obvious- 
ly, when the LIC was created, the 
intention was not—at any rate, from 
the speeches that were made at the 
time when the LIC was created, when 
the insurance business was nation- 
alised—that the investible surplus 
gathered through the insurance 
business in this country should be 
used for speculative purposes. But 
the intention was that this fund must 
be made available for productive pur- 
poses. There was a specific statement 
made at that time. But today, after 
so    many    years,    we find that the 
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Life Insurance Corporation of India. 
Management is using it mainly for 
speculative purposes. Now, how to 
put an end to it? I am making 
a suggestion here. We need not 
go into it. I would like to say- 
that the LIC should not be al- 
lowed to purchase shares in the 
share market, and if. the investible 
surpluses can be handed over to the 
Government or a financial institution 
named by the Government and it can 
be converted into bonds, the Govern- 
ment of India can give them the bank 
rate of interest, so that the LIC share- 
sholder d0 not lose anything, so that 
they do not indulge in these mal- 
practices. These finances that are 
made available to the Government of 
India can be directly invested for 
creating new productive assets. For 
example, today, suppose the country 
is suffering from an acute shortage of 
cement. How to get over it? Today if 
the LIC funds are made available to 
the Government, these funds can be 
directly invested by the Government 
for creating new cement industries. 
Today, India makes cement machines. 
The machinery need not De imported 
from other countries. If necessary, 
the existing cement machine making 
industry can be expanded. Money can 
be advanced for that, so that imme- 
diately a big expansion of the cement 
industry can take place. I can name 
so many things like that, so many 
other types of industries, which are 
affecting the entire economic growth 
of this country. This can be accele- 
rated. I am talking of this within the 
existing framework. Within the exist- 
ing framework, some method can be 
found. If speculative investment can 
be stopped and the investible sur- 
pluses that are available can be uti- 
lised for . productive investment, for 
investment for productive purposes, 
certainly it will give a big boost to 
the economic activity of this country. 
This is what I would like to impress 
upon. 

As far as the sick industry is con- 
cerned, we know that there are 
many   industries   in   which  we   have 

poured money and in which the same 
Directors are appointed. We have 
found that within two years they 
have swallowed that money also. For 
example, take the example of Birmin- 
gham Karnatak Mills or Mohini Mills. 
Several crores of rupees were given 
by the Government. Within two years, 
several crores also were swallowed. 
Take Udyog Mandal of Kanpur. Ulti- 
mately, you have t0 take them over. 
This is a very big question. I do not 
want to deal with it. I am making a 
specific suggestion. The Finance Min- 
istry can take it up straightway; the 
Government of India should make a 
policy statement, that as far" as the 
LIC is concerned, the LIC should not 
indulge in speculative dealings in the 
share market. The entire surpluses 
must be made available t0 the Gov- 
ernment who will issue bnds to the 
LIC and they should promise them 
the bank rate which will also vary 
from time to time according to the 
varying bank rate prevailing. If the 
bank rate increases, that will also be 
increased, so that the policy-holders 
need not suffer. The policy-holders 
will not suffer and the country will be 
benefited by this. This is the specific 
suggestion I would like to make. My 
friend, Mr. Chanana does ' not deal 
with the subject, but I would like him 
to convey this to the Finance Minister 
so that the Minister takes it up and 
put it before the Cabinet, so • that 
money becomes immediately available 
and this can be utilised for productive 
investment for the benefit of the eco- 
nomy of this country. 

Thank you. 
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SHRI NARASINGHA PRASAD NANDA 

(Orissa): I am on a point of order. It is not on what 
Mr. Ramanand Yadav is saying. This Resolution 
moved by Mr. Kalyan Roy essentially involves the 
credit policy. We have only the Minister of State for 
Idus- tries here. Nobody from the Finance Ministry 
is here. You must be notic- ing from the trend of the 
debate that most of the Members are con- cerned 
with the credit policy of the Government. It is the 
Finance Min- istry which is concerned with it. What 
will the poor Minister of Indus- tries do? 

THE VICE-CHAIRMAN (SHRI A. 
G. KULKARNI): He is not poor. Also, 
there is not point of order. 

 
SHRI NARASINGHA PRASAD NANDA: At 

least you can direct the Finance Minister to be 
present. 

THE VICE-CHAIRMAN (SHRI  A G. 
KULKARNI);   I wiH look into it. 
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THE VICE-CHAIRMAN (SHRI A.
G. KULKARNI): You help him to get 
elected. 

SHRI KALYAN ROY: There ls a 
conspiracy to hand over the huge 
complex at Kanpur to the Jaipurias. 
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The sick indusries should n0t    be 
returned after they have been res- 
tored to health by investing such a 
huge amount by the Government. 

THE VICE-CHAIRMAN (SHRI A. 
G. GULKARNI): It is already 5 P.M. 
I think this debate will now be car- 
ried over. 

SHRI RAMANAND YADAV: I wiH 
be  continuing  my  speech. 

THE VICE-CHAIRMAN (SHRI A. 
G. KULKARNI):  There are now two 

items. One is the continuation of the 
discussion on the Calling Attention 
Motion. It is a very rare occasion in 
this House that it is taken up after 
5 P.M. Anyway, Shri J. P. Mathur 
will start. Please be very brief. You 
are at the fag-end of the day. 

CALLING ATTENTION TO A MAT- 
TER OF URGENT PUBLIC IMPOR- 

TANCE 

The situation arising out of the recent 
increase in the prices of petrol, diesel, 
kerosene, fertilizers and other petro- 

.   leum products—contd. 

 


