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THE DEPUTY CHAIRMAN: Are
you withdrawing this resolution or are
you pressing it?

SHRI C. L. VARMA :
drawing it, Madam.

*The resolution was, by leave, with-
drawn,

aﬁ
f%m?r
g @

I am with-

—

RESOLUTION RE REVISION OF
INVESTMENT POLICY OF LIJFE
INSURANCE CORPORATION OF
INDIA AND OTHER TFINANCIAL
INSTITUTIONS OF GOVERNMENT

SHRI ARJUN ARORA (Uttar Pra-
desh): Madam Deputy Chairman, I
move that—

“This House is of opinion that

*For text of the Resolutxon, vide zol.
908 supra.
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Government should take steps to en-
sure that the Life Insurance Corpo-
ration of India and the financial ms-
titutions of the Government so revise
their investment policy that-—

(1) their funds are available to
the public sector;

(2) regional imbalances in in-
dustrial development nre removed
by dispersing the investments in
various States;

{3) rural electrification and ru-

ral housing are given adequate
support; and
(4) the investments in private

sector lead to the appointment of
a number of government directors
in the companies proportionate to
the investments of the L.I.C. and
other financial institutions and they
guide the policies of these compa-
nies to subserve national interest
as envisaged in the Planning Com-
mission’s document, the Approach
to the Fourth Five Year Plan.”

Madam, this Resolution must be con-
sidered in the light of certain Direc-
tive Principles of our Constitution which
makes it obligatory on the part
of the Government to pursue 2
policy which will avoid concentration
of economic power, which will im-
prove the living standard of people,
which will afford our people opportu-
nities of employment. It was in the
light of these Directive Principles of
the Constitution that Parliament accept-
ed the Government's Industrial Policy
Resolution. But what we find is that
in spite of what the Constitution says,
in spite of what the Industrial Policy
Resolution says, the concentration of
economic power in a few hands con-
tinues to become bigger and bigger.
That is why it has become necessary
that at least the institutions controlled
and financed by the Government
should revise their policy.

Madam, I may presently point out
that the investment policy of the Life
Insurance Corporation, the Industrial
Development Bank, the Industiial Fi-
nance Corporation, the Industrial Cre-
dit and Investment Corporation of
India and the Unit Trust of India and
other financial institutions of the Gov-
ernment are such that they afford the
rich the opportunity to become richer
and when they afford the rich the op-
portunity to become ricner, they fol-
low that policy. As far as various in-
dividual monopoly groups are concern-
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ed, and even in the wider context the
area where greater capital is already in-
vested are the areas which benefit from
the investment policy of these bodies.

Madam, the most important of these
institutions is the Life Insurance Cor-
poration of India. It is pertinent to
point out, Madam, some of the reasons
why Life Insurance in this country was
nationalised or, rather, taken over in
1955. We all know the affairs of in-
surance companies like the Bharat Life
Insurance Co., the Jupiter General In-
surance Co., the Empire Life Insurance,
to mention only three which were expo-
sed in Parliament. Some of the doings
of those who control these companies
led to arrest, prosecution, conviction
and imprisonment, Mr. Feroze Gan-
dhi, one of the most distinguish-
ed Parliamentarians that this coun-
tiv  has produced, played a notable
part in exposing the frand in which
the private management of Bharat In-

surance Co., the Jupiter General Co.,
the Empire Life Insurance Co and
other insurance companies indulged,

and that is why as a result of the ex-
posures the life insurance business was

taken over by the Government and
the LI.C. came into being. We ex-
pected that the L.I.C. will not only

eradicate corruption from the life in-
surance business but it will also serve
some social purpose, that it will <o
evolve an investment policy that the
purpose behind the Industrial Policy
Resolution, the purpose mentioned in
the Directive™ Principles of our Consti-
tution would be fulfilled. (Interrup-
tion by Kumari Shanta Vasisht) you
get up and say what you like. This
whispering will not help either you or
me.

KUMARI SHANTA  VASISHT
(Delhi): I am not saying anything.
You go on.

SHRI ARJUN ARORA : The invest-
ment policy of the Life Insurance Cor-
poration has remained such that the
Corporation collects the poor people’s
money from all over the country and
p_mﬁrs it into the pockets of a few
rich.

Madam, who are the rich in the
country, who are the monopolists in
the country? Now there is no doubt
about them. The Government appoint-
ed a Monopolies Enquiry Commission.
That Monopolies Enquirv Commission
produced a monumental report, and in
that report they have menticned 75
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monopolies. These 75 concerns repre-
sent the concentration of economic
power in the country. But what we
find is that one after the other of these
financial institutions of the Govern-
ment of India go on investing money
in the centres controlled by these 735
units. The Life Insurance Corporation,
the Industrial Finance Corpoiation, the
Unit Trust of India, they are all guil-
ty of this charge that they go on pour-
ing money into the comparies control-
led by these monopolies whose doings,
whose economic strangulation was ex-
posed by the report of the Monopolies
Enquiry Commission in 1965.

Madam, area-wise also these Corpo-
rations do not follow any definite po-
licy. To mention only the LIC., I
find that their region-wise investment
is peculiar. The Eastern region has
28 per cent. of investment. The West-
ern region has 29 per cent. of invest-
ment. The Southern region has 27
per cent. of investment and the North-
ern region has only 16.5 per cent of
investment. That is why in my Reso-
lution I say that the investment policy
should be so revised that regional im-
balances in industrial development are
removed by dispersing the investment
in the various States.

Madam, what I find is that when the
LIC. and the other financial ins-
titutions of the Government invest pub-
lic money in industries controlled by
the private sector, the L.LC., the
other institutions and the Government
as a whole do nothing to see that their
investments get at least a proportional
representation in  management. At
least in proportion to their investment
they should get seats in the Board of
Directors and a say in the management
of the affairs of the companies. But
this is not done. And even where the
LIC. and other financial institutions
have invested a majority of equity hold-
ing, they do not seek a share in ma-
nagement. Only vesterday, we were
told by more than one speaker that
- control of management has a big va-
lue. But even where the LI.C. and
other Government financial institutions
are in absolute majority as far as
equity share-holdings are concerned,
they do not try to get any say in ma-
nagement, and even wpart with shares
to enable all sorts of people to get
control of companies. A scandal
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which recently came to light related to
Indian Iron and Steel. At one stage,
the L.I.C. and other financial institu-~
tions of the Government controlled
more than 50 per cent of the share
holding of this company, but somehow
the L.I.C. began to sell its holdings and
it sold its holdings in such an
undesirable manner that somebody
who has nothing to do with the steel
industry, somebody whose public mo-
rals are not known to be very high,
somebody who refuses to implement
the award of the wage board in ihe
newspaper industry, was in a position
to acquire that concern. I mean the
very powerful Mr. Ramnath Goenka
with his very large chain of newspa-
pers.  So, rastead of arakiag wse af
their investment to get control over
a company and make that company
serve the purposes enumerated in the
Approach Document to the Five-Year
Plan, these institutions squander their
holdings and give opportunities to
undesirable people to come into a posi-
gion to get control of these undertak-
ings.

The L.I.C. investments in the private
sector are not a very small amount.
According to the latest Report of the
Life Insurance Corporation of India
that is available to me—-this relates to
year ended on the 31st March 1967—
the total book value of the Corpora-
tion’s investments pertaining to Life
Insurance in stock exchange securities
were Rs. 832.21 crores, of which
Rs. 808.70 crores was in India and
Rs. 23.51 crores out of India. Ma-
dam, this investment of Rs. 832 crores
is very remarkable because it is much
more than the L.IC. total holdings in
Central Government securities which
are Rs. 334.59 crores; it is much more
than the total holdings in State Gov-
ernment securities which are only
Rs. 179.56 crores. The fact is that the
amount of more than Rs. 300 crores
should enable the L.I.C. to have some
say somewhere, but that is not done.
And that is why we are anxious that
the policy should be changed.

(Time-bell Fings)

Madam, T thought I would get haif-
an-hour.

THE DEPUTY CHAIRMAN : The
mover gets 20 minutes. You can take
five minutes more.

SHRI ARJUN ARORA : Thank you,
Madam.
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" Then I come to the Industrial Fi-
nance Corporation. About the L.I.C.,
Madam, it is very remarkable that the
Finance Minister comes to this House
and the other House and rcfuses to
divulge the names of the companies in
which L.I.C. funds are invested. When
this Parliament has nationalised life
insurance and created the Life Insu-
rance Corporation, we are responsibie
for the money which peuple invest in
the policies of the L.I.C. But we arc
denied the information. In the case
of the Industrial Finance Corporation,
however, there is a little less secrecy
about investment. The result is that I
find that seven monopoly groups men-
tioned  in  the Monopolies  Inquivy
Commission Report received Rs. 4.13
crores out of a total of Rs, 21 crores
advanced as loans during the year
1961-62. This is more than 19 per
cent. of the loans sanctioned to the
corporate sector. Of these, one group

alone was given 7 per cent. of the
loans. The trend continced in the
subsequent years. In 1962-63, four
monopoly groups received about 13

per cent. of the aggregate loan . .

SHRI BHUPESH GUPTA (West
Bengal) : Mention the groups if you
have got the names.

SHRI ARJUN ARORA: The rest
87 per cent was advanced to firms all
of which were among the 75 monopoly
groups. Nobody who was not declared
a monopolist got any loan from the

Industrial Finance  Corporation in
1962-63. The trend has continued
and during the last year for which

figures are available, ie., 1965-66, 10
monopoly business groups received
about 37 per cent. of the loans and
more than 9 per cent. went to one
group the Mafatlal Group.

Apart from loans, the Industrial Fi-
nance Corporation also gives guaran-
tees, and the biggest gainers from this
system of giving guarantees about de-
ferred payment are the Bangurs, Modis,
the Birlas and so on. Another business
indulged in by the Industrial Finance
Corporation is underwriting of shares.
To take only one year for lack of
time, in 1964-65, the total value of
shares underwritten by the Industrial
Finance Corporation was Rs. 3.14
crores, 21 per cent. of which were for
three monopoly groups—the A.C.C,
Bangur and the Birlas. In addition,
debentures were also underwritten by
6—35 R.S./68
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the Industrial Finance Corporation for
these three monopoly groups. Of the
total value of debentures underwritten
by the Industrial Finance Corporation,
75 per cent, was for the A.C.C, the
¢cement monopolist. An analysis of the
total financial assistance sanctioned by
the Industrial Finance Corporation
during the five-year period ending
March 1966 reveals that out of a total
lfoan of Rs. 10,405 lakhs, a sum of
Rs. 2,209.3 lakhs was sanctioned to
25 business groups and this constituted
more than 21 per cent. of the total
financial assistance rendered in the
form of direct loans to all companies
in the corporate sector. The maximum
loan of Rs. 250 lakhs was advanced
to companies belonging io Mafatlal
Group. This was followed by the
A.C.C. which received about 2 per cent.
of the loan. An analysis of the
total guarantee issued to groups
during the five-year period will reveal
that a sum of Rs. 350 lakhs was issu-
ed as guarantee on deferred payment
to six business groups, of which the
Modi Group alone recetved about 10
per cent. of the total guarantee issued
by the Industrial Finance Corporation.
Then 1 come to another credit organisa-
tion called the Industrial Credit and In-
vestment Corporation of India. Out of
the total value of shares underwritten
by this organisation, i.e. Rs. 764 lakhs,
a sum of Rs. 180 lakhs was wunder-
written in respect of the shares issued
by companies belonging to seven mo-
nopoly groups. Tatas and Mafatlals
were the biggest gainers. This was
also true of the debenture issues un-
derwritten by this Industrial Credit
and Investment Corporation. Mafatlal,
Tata and A.C.C. accounted for the
bulk of it. Madam, it appears there
are these 75 monopoly groups. Al-
most all of the financial institutions of
the Government choose their plants
only from these 75 monopolies, in spite
of the declared policy of the Govern-
ment that growth of monopolies has
to be discouraged. Monopolies like
Tatas, Mafatlal, Bangurs, A.C.C., Mody
and Birlas go to almost all the agen-
cies where they are welcome It is
not possible for me but it should be
possible for the Government to total
up the advances, the guarantees, the
participation in equity and debenture
issues of the monopoly groups by all
this.

SHRI BHUPESH GUPTA : In Cal-
cutta the big LIC building has been
taken over by monopolists.
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SHRI ARJUN ARORA: They are
probably paying rent. If all the total
investment of the LIC and other insti-
tutions in these 75 monopoly groups
are added up, it will appear that the
so~called capitalists of India do not
invest their own capital. It is the job
of the Government, the LIC and Gov-
ernment institutions which are financed
by the poor people’s money collected
in taxes to give them advances, loans,
equity shares, guarantees for deferred
payments. That is something contrary
to the declared policies and it is time
that the investment policies of all these
undertakings were thoroughly revised
on the lines indicated in my Resolu-
tion. With these words, Madam, I
thank you and commend this Resolu-
tion to the House,

The question was proposed.

SHRI M. K. MOHTA (Rajasthan):
Madam Deputy Chairman, I rise to
oppose the Resolution. My hon. friend,
Shri Arora, has quoted figures regard-
ing the LIC investments but it appears
that there is some mix-un with regard
to the information in his possession.

[THe Vice-CHAIRMAN (SHRI M. P.
BHARGAVA in the Chair]

Sir, according to the information that
has been made available to me, the
LIC investments as on 31-3-1967 stood
at Rs, 1081 crores. Out of this figure
of Rs. 1081 crores, the investment in
the public sector was to the ex-
tent of 73.4 per cent., in the co-opera-
tive sector to the extent of 6.9 per
cent. and the private sector to the ex-
ten of 19 per cent. Now it would be
usefql, Sir, to examine the statutory
position in this respect. The statutory
requirement is that the LIC should
Invest at least 25 per cent. in Govern-
ment securities, another 25 per cent.
in other Government securitics or ap-
proved securities and the balance in

approved investment except to the
extent of 15 per cent. for which the
Corporation has its discretion. As
against the statutory requirement for

investments in Government securities
and approved securities of 50 per cent.,
the investments of the LIC actually
stood at 73.4 per cent. So no charge
can be levelled against the LIC ihat it
has not invested sufficient or adequate
funds in the public sector.

In this connection, Sir, I would like
to place before the House through you,
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the fundamental principle that has got
to be followed by any insurance com-
pany, including the LIC, namely, that
the safety of the money of policy-
holders and maximum return to the
Corporation, keeping in view the safety
of the investments, should be the pri-
mary concern of the Corporation. It is
all very well to say that this ideology
should "apply or that ideology sbould
apply but if any ideology is at variance
with the interests of the policy-
holders, the latter must have prece-
dence. It is a well-known fact that
investments in the private sector yield
a much higher retiirn than investments
in the public sector. Short-term loans
of Government yield something like
4% per cent., long term loans of Gov-
ernment, say, for 20 to 25 years yield
5.75 per cent, as against which pre-
ference shares in the private sector

companies yield about 39.75 or 10
per cent.,, secured debentures yield
8% to 9 per cent. From this angle

then it is quite clear that it would be
in the interests of the policy holders
to have their money invesied in the
private sector securities so long as
sufficient care is taken that the money
so invested is not unduly risked. My
hon. friend, Shri Arora, has laid down
several criteria regarding the invest-
ment of LIC and other financial institu-
tutions’ resources. I have dealt with
his point regarding the money being
made available to the public sector.

The second point he made was re-
garding regional imbalances in indus-
trial development. 1 would like to
submit, Sir, that this is quite outside
the purview of the LIC. It is the duty
of the Government to see that regional
imbalances are corrected but as an
investor, as a frustee of the policy
holders’ money the LIC has got to see,
first and foremost, about the safety of
their investment and about the yield.
It cannot waste its time and energy by
entering into controversies about regio-
nal imbalances. I would also like to
mention that the LIC must no: be made
an instrument for propagating regiona-
lism, Unfortunately if such a directive
is going to be given the LIC what will
happen is that regional projects will
be sort of forced on the LIC without
any consideration about the safety or
any consideration about the yields.

Another point Mr. Arora made was
regarding the proportional representa-
tion on the Board of Directors by the
LIC and other Government institutions.
The Board of Directors of a company
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has, of necessity, to be homogeneous;
otherwise, the management of a com-
pany cannot be carried on in the best
interests of the company. As an inves-
tor the LIC cannot claim any
special position in this respect and
any such provision in law or directive
by Government will only create diffi-
culties in the management of the pri-
vate sector concerns. In this respect I
wish to make one more point regard-
ing the investment of the LIC. Yester-
day, as also the day before, the Deputy
Prime Minister as well as thz Home
Minister mentioned in the House that
there is a certain extra value for ma-
jority interest or controlling interest in
companies. With the same reasoning,
it should be clear that therc is a cer-
tain disadvantage in holding a mino-
rity share holding, particularlv it the
minority shareholding is so large, that
the liquidity in the stock exchange is
Clost. 1 will illustrate this pont a little
further. Supposing the management of
a company and their friends hold 51
per cent. shares in a company and the
"LIC should find itself saddled with
49 per cent. shares, the result would
be that it would be very difficult for
the LIC to sell these shaies in the
market because there will be no ligui-
dity and at the same time the LIC
could not have any controlling interest
or say in the management of the
concern. Therefore it would be neces-
sary for the LIC to safeguard its own
position, to have a certain maximum
limit on its investments in individual
concerns and I would suggesy that a
maximum limit of 15 per cent. would
ensure that there is fiquidity in the
stock exchange and the LIC would
not be investing its funds in such a
way that it would be difficult for it
to resell them whenever it likes.

Shri Arora mentioned several other
institutions apart from the LIC, name-
ly IDP, ICICI, the IFC and the UTI
Out of these, I think it is wronz to
mention the ICICI as a Government
concern because so far as my know-
ledge goes, it cannot accurately be cal-
led a2 Government concern and it
should be kept outside the purview of
this discussion.

SHRI ARJUN ARORA: Why not?

SHRI M. K. MOHTA: Regarding
the IDB and the IFC, they concer
themselves mostly with granting loans.
The loans are mostly secured and the
question of proportional representa-
tion on the Board of Directors dces
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cases. As regards the UTI and the

LIC, as I said before, to my mind their
investments in particular concerns
should be low enough to ensure liqui-
dity and if it is so, then there would
be no real necessity for any represen-
tation on the Board of Directors of
the companies in which shares are
held. It was also amusing to hear Shri
Arora mention the word ‘monopolies’
in a rather lighthearted way. Accord-
ing to him 75 business groups are
monopoly groups in the country even
though they compete with each other
in almost every sphere.

SHRI JOACHIM ALVA (Nominat-
ed): In mutual interest.

SHRI M. K. MOHTA : Those who
are in the know of business know that
there is nothing like mutual interest
between these 75 groups. The ACC
was termed as a monopoly concern
but if another party wanted to set up
a cement unit, that was also termed as
a monopoly concern. So actually the
word ‘monopoly’ is being misused and
according to the usual and accepted
meaning of the word ‘monopoly’ there
are very few concerns which can be
really called monopoly concerns in this
country.

Shri Arora also mentioned the pur-
chase of a very large block of shares
by a businessman and sfated that he
had acquired control of the company.
So far as my knowledge goes, that is
not factually correct but I would defini-
tely like to say in this connection that
the policy of re-sale of shares by the
LIC should also be so devised it would
discourage or deter people who would
like to make, what is known as, raids
on companies. The re-sale of shares
should be in such a way that the sha-

res are widely dispersed in the
market and not offered to only one
party as huge chunk or block. 1In

case it is found that it is in the interest
of the LIC to offer the shares as one
block, it might also make it obligatory
on the purchaser to make an offer to
the general public to purchase the re-
maining shares at a certain price.
The LIC should not unwittingly be-
come a party to cornering of shares and
to raids on public companies.

With these words, I oppose the Re-
solution.

SHRI CHANDRA SHEKHAR (Ut-
tar Pradesh): Mr. Vice-Chairman, I
congratulate Shri Arora for bringing
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[Shri Chandra Shekhar.] ' ~-

this subject for discussion today. Be-
fore 1 go into the subject, I think it
necessary to reply to the remarks made
by the previous speaker about the
ideological consideration. It is true
that the fight or conflict or struggle is
ideological. It will be wrong to deny
the fact that in economic life whatever
is happening is not ideological. or this
struggle is something which is away
from ideology. He has been pleading all
along that the LIC and all these finan-
cial institutions should take note of the
first criterion and this criterion that per-
haps he has in his mind is that these
deposits are safe and the persons to
whom they are given are credit-worthy
or trust-worthy or whatever adjective he
may choose to give. Mr. Vice-Chairman,
I do not know whether the LIC or
the Finance Ministry or the Govern-
ment of India as such have ever cared
to scrutinise what Wealth Tax these
people have paid during the last 10
years, what Incometax have been paid
by these groups which have been get-
ting all these facilities from these finan-
cial institutions. What wealth they
have created and what tax they have
aid on that to the Government is not
nown to the nation and at least it has
not been made known by anybody else.

4 p.M.

Anyhow, Mr. Vice-Chairman, may I
be permitted to emphasize one point,
which was emphasized by the mover of
the Resolution, and it is that we are
functioning in this Parliament not to
safeguard the interests of certain de-
positors alone, not to safeguard the
interests of certain investors alone, but
we are here to safeguard the interests
of the nation as a whole. We also
must be quite clear that this Parliament
and the whole set-up of parliamentary
democracy is to see to and safeguard
the interests of those teeming millions
who have no other voice but the voice
of their representatives in this august
House.

Mr. Vice-Chairman, I think it will
not be out of place to quote Mahatma
Gandhi when he went to attend the
Round Table Conference in Londoen in
1931. Some people and some great
Gandhians—even from our side also—
always give us lessons “Do not take to
agitations, struggles and conflicts. Every-
thing should be done in a peaceful
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way, in a very orderly way, without any
struggle, without any conflict.” But,
Mr. Vice-Chairman, all those Gan-
dhians and all those who pleac the
interests of the depositors, I want to
remind them of what Mahatma Gandni
had said. He had said: “Conflict ot
interests is there, and if there is a con-
flict of interests I shall have no hesita-
tion to side with the teeming millions
of India.” The question is whether this
particular investment policy has been
doing favour to those principles which
are enshrined in the Constitution of
India. which Constitution is the em-
bodiment of the aspirations of all the
martyrs and all the freedom fighters

who fought for the freedom of this
country,
Mr. Vice-Chairman, Sir, with this

introductory remark I shall again re-
mind you and the hon. House that only
a few days back, when we were talk-
ing about social control of banking ins-

titutions, I gave certain figures. Now
again let us consider these finan-
cial institutions in the same light,

what has been the development of the
financial institutions and how the mo-
nopoly concentration has corresponded
with the development of these financial
institutions. With your permission, Mr.
Vice-Chairman, I shall like to give
some figures. On the 31st of March
1957, the number of companies was
8,771 with a paid-up capital of 695.7
crores of rupees. On the 3ist of
March, 1967, the number of com-
panies got reduced to 6,309 but the
paid up capital went up to 1401.8
crores of rupees. And what does this
fact indicate? This fact indicates that
the number of companies has gone
down while the paid-up capital has
doubled itself., Mr. Vice-Chairman, if
the number of companies has gone
down from 8771 to 6309, and the paid-
up capital has gone up from about
Rs. 700 crores to more than 1400
crores, does it not indicate that there
has been concentration of economic
power in a few hands? If there s
any other figure and if there is any
other conclusion, I shall invite my
friends to indicate that figure and that
conclusion.

Mr. Vice-Chairman, I shall try to
emphasise another point. What has
been the result of this tendency? Is it
only my view? I have got the report
of the Working Group of the Com-
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pany Law Administration. And what
is their observation?  These were
not only communists or socialists or
other people holding other ideologies,
but even businessmen like Mr. M. V.
Venkataram and Mr. H. P. Nanda have
signed this report. And what has been
their conclusion? What have they said?
1 quote:

“The remarkable growth in the
public limited corporate sector during
the last few years has been substan-
tially led by the financial institutions,
such as the Life Insurance Corpora-
tion, Industrial Credit and Investment
Corporation of India, Industrial Fi-
nancial Corporation, L.D.B.I,, U.T.L
etc.”

These financial corporations are res-
ponsible for the growth of these few
companies whose names and whose
creditworthiness I shall quote later on,
are responsible for the growth of this
tendency.

Mr. Vice-Chairman, there is another
peculiar features that these financial ins-
titutions were constituted by the
Government for the industrial growth
of this country. But these financial ins-
titutions were directed not to favour
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solely to help those people who were
dominating the economic life of our
country, r, Vice-Chairman, if I just
give the figures now, they will by them-
selves indicate what has been the role
of these financial institutions. 1f I
leave it at that without dilating on it,
it is because my time is very short.
Our public undertakings, even for de-
fence purposes, have not received any
consideration or accommodation from
these financial institutions. Time and
again we have seen that essential in-
dustrial undertakings could not be
started only because of paucity of funds.
On the other hand, .for chewing gums,
for—as my friend, Mr. Mohan Dharia,
time and again reminds this House—
lipstick and cosretics these financial ins-

titutions have been generously giving
credit to those industrialists.

SHRI LOKANATH MISRA (Oris-
sa) : It is because they pay back, and

your public sector undertakings do not
pay back. )

SHRI CHANDRA SHEKHAR:
That is also not true. What amount
has been given by the LIC, by the
ICICI, and others during the last few
figures, to show that, with your permis-

the public sector undertakings. These | sion, Mr. Vice-Chairman, I shall give
fnancial institutions were constituted | some figures,
(Amount in lakhs of rupees)
1962-63  1963-64  1964-65 1965-66  1966-67  1967-68
Lic . . . . 194 1675 3600 3900 3195  432°3
ICICT . . . ~. 325 157.5 281-0 218-0 2111 237-0
IFC . . . . 50-4 2380 3000 2850 1645 75-5
IDBI . . . . .. 106-0 577-0 4087 615
UTI . e . . ‘e 29-8 45-0 85-7 185 0
State Governments . ' . . - 48+4 57-0 26-0 - 100
State Finance Corporation 225 220-5 3960 4120 1918 1403
Otherinstitutions . . 5810 9529 864-5 689-0 439-8 9259
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This is investment in equity shares.
From Rs, 805.8 lakhs in 1962-63 it has
risen to Rs. 2067.5 lakhs in 1967-68.
Now if you take the debentures those
figures are also indicative of something
very peculiar. The LIC'’s share for the
various years is as follows :

(Rs. in

lakhs)
1962-63 . . 8500
1963-64 . N 313-0
1964-65 . . . . 6250
1965-66 . . . N 1750
1966-67 . o . 3430
1967-68 . 415-0

Now I shall not go into the details of
figures in respect of other institutions.
I should like to ask here: who have
been the beneficiaries of consideration
on the part of these financial institu-
tions ? The LIC has been directed by
the Government of India and the
Finance Ministry that they should
always vote in favour of established
controllers of companies. The LIC
gives this money. The money is that
of depositors but those depositors are
not represented in its Board of Direc-
tors. My f{riend, Mr. Mohta, was very
much worried about the depositors’
interests but when my friend, Mr. Arjun
Arora, says that the LIC should have
their representatives then Mr, Mohta’s
contention is that if there is no homo-
geneous team in the Board of Director
the company will not work. Homo-
geneous team of whom? Homoge-
neous team of certain people who are
controlling the economy of this country.
Mr. Vice-Chairman, without going into
details I would bring to your notice
that if you take the investment structure
of 414 companies with shares capital of
over Rs. 50 lakhs each, you will find

that 23 to 24 per cent of their capital’

is invested by the financial institutions.

That is only if you take the investment; |

if you take into account the loans,
underwritings and other considerations,
the figure will go much higher.

Mr, Vice-Chairman, again, with your
permission, I would like (0 quote from
the Report of the Working Group of
the Administrative Reforms Com-
mission :

“Since a large part of the capital
underwritten by these institutions has
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been subscribed by them, these finan-
cial institutions have in the process
also become important shareholders
in public limited companies and con-
stitute the backbone of the commit-
ted shareholders.”

(Time bell rings.)

I hope you will give me a few more
minutes. Now it has been the tragic
consequence of our wrong policy that
we have been giving all facilities to a
certain group of industrialists but we
have no say in the management of
those companies. I am sorry my friend,
Mr. Pahadia, the Deputy Minister of
Finance is sitting here; perhaps he
knows little about the investments of
LIC.

SHRI ARJUN ARORA : No, no. He
knows everything.

SHRI CHANDRA SHEKHAR : But
where is the Finance Minister and the
Minister of State for Finance who said
something the other day about the State
Bank giving out the figures. Now I
shall give those figures which the
Finance Ministry has been denying to
this House, These will show what con-
sideration these people have got from
the LIC. These are the figures :

(Rs. in
lakhs)

Kesoram Cotron *Mills (A Bilra concern)

L.IC. Shares . . . 75
LI1C. Debentu’res . 115
U.T.I. Shares . . . 25
I.C.ILCJI. Loans . . 85

Modi Spinning Weaving (Modiconcern)

LI.C. Shares . . . 55
U.T.I. . . . . 10
LF.C. 240
Bharat Commerce and Industries (Agein a Birla
' concern.)
L.1.C. Shares . . 40
U.T.I. Shares]’ . . . 4

ILD.B.I Loans . . . - 100
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(Rs. in
lakhs)

Gwalior Rayon & Silk (Again Birla concern)

LIC. . . . . 120
U.T.I. . . . . 10
I.C.IC.I. . . . 40

Mahindra & Mahindra (Another big business)
L.I.C. . . . . 70
U.T.L . o . . 20
I.C.1.C.1. Shares . . 23

1.C.I.C.I. Loans . . 100
Bangalore Woollen & Cottons

Paid-up Capital . . . 250

L.I.C. . . . 50

Indian Iron & Steel (Mentioned by Mr. Arjun
Arora).

Paid-up capital . . . 2,758
LI.C. Shares . . . 700
U.T.I. . . . . 45
1.D.B.I. loans 500

This is just an indication of how these
few big business houses are getting con-
sideration from these financial institu-
tions of Government. Again see these
figures.

(Rs. in)
lakhs)

Hindustan Motors (Again a Birla concern)

LIC. .
U.T.L . . . .

130
30

Jay Engineering (This is Bharat Ram and
Charat Ram ) T mentioned this other day.

LI.C. . . . . 73
U.T.I . . . . 13
L.CI.C.I. Loans . . 55
LF.C. 75
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THE VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) : You should

now finish.

SHRI CHANDRA SHEKHAR: A
few minutes more please.

THE VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) : No; under the
tules I cannot give you more time. You
have to wind up.

(Interruption)
SHRI CHANDRA SHEKHAR:
Again two more Birla concerns are here.
(Rs.
lakhs )
Orient Paper Mills
L.I.C. . . . 110
U.T.I1. . . . . 2
I.F.C. loans 50
Century Spinning
L.IC. . . . . 50
U.T.1. . . . . 5
I.F.C. 200

Mr. Vice-Chairman, how does this
happen that if you take the State Bank
loans these very gentlemen figure in
that list also ? If you take the financial
institutions the same Birla is there ; the
same Sahu Jain, the same Mahindra,
the same Mafatlal ; all these people are
getting consideration from everywhere.
Not only that; this Government has
been favouring this very group of per-
sons in giving loans from the Cooley
Funds. I would like to give here...

THE VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) : But I cannot
give you any more time now.

SHR!I CHANDRA SHEKHAR:

Now, the Hindustan Aluminium of the
Birlas has got Rs. 200 lakhs froma the
Cooley funds; Renusagar Power (again
Birlas) has got Rs. 450 lakhs, Mysore
Cement (Birla) Rs, 138.0 lakhs; York
India Ltd, (Birla again) Rs. 15 lakhs;
Graphite India Ltd. Rs. 69 lakhs; East
India Hotels Rs. 76.2 lakhs; Synthetics

& Chemicals (Kailachand) Rs, 650
lakhs; and Goodyear Tyre Rs. 225
lakhs.

Ten loans are pending before the

American Government relating to the
Cooley loans and two companies, again,
Hindustan Aluminium and Taylor
Instruments ; which account for more
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than 60 per cent of the total, are pend-
ing with the American Government for
Cooley loans. These companies belong
to the Birlas.

In the end, the most startling and
most agonising factor is that it is not
only that these loans are given and
these favours are being shown, but even
in banking institutions these financial
institutions are subscribing to a great
extent. Again, with your permission,
because I am in a hurry and I have no
time. ..

THE VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) : I am in a hurry.

SHRI CHANDRA SHEKHAR: I
give you some figures. The Bank of
Baroda has nearly 40 per cent of its
shares held by LIC, UTI, Government
and other institutions. The United
Commercial Bank has nearly 25 per cent
of the shares with the Government and
semi-Government institutions. In the
case of the Punjab National Bank, it is
nearly 20 per cent of shares from the
Government financial institutions.
Again, the Bank of India has nearly
30 per cent of its shares from the Gov-
ernment financial institutions. In the
the case of the Central Bank it is again
nearly 25 per cent and for Dena Bank
it is 20.5 per cent.

THE VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) : Now, you wind
up.

SHRI CHANDRA SHEKHAR: I
shall wind up with this observation.
Time is limited and T can understand
your difficulty, but you should under-
stand the difficulties of this country, the
difficulties that are being faced by this
nation, the difficulties that are being
faced by the cottage industry people,
the difficulties that are being faced by
the small farmers. ..

THE VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) : Mr. Chandra
Shekhar, you would appreciate my diffi-
culty. Dr. Bhai Mahavir,

SHRI CHANDRA SHEKHAR :
These deposits come from the poor
people and these deposits are made
available to some business tycoons.
‘When we want to know certain facts
about these, the Finance Ministry,
again and again, comes and says that it
is not in the public interest to divulge
these facts. Is it in the public interest
that the Birlas, the Dalmias and the
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Singhanias should be protected by this
Government, the Government which
claims to have the heritage of Mahatma
Gandhi? Is it the contention of
Mr. Morarji Desai that they are serving
this country by protecting the business
tycoons and by concéaling these figures ?

THE VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) : I have already
called another Member.

SHRI CHANDRA SHEKHAR : Let
them deny that these figures are wrong.
In the end, I say it is for you and it is
for this House to consider if these
figures are correct and i thesc figures
are concealed by the Government, ihere
is same cohspiracy at the top level and
this conspiracy should be exposed in the
interests of the nation, in the interests
of the teeming millions, for whom Bapu
fought and won freedom for the
country.

DR, BHAI MAHAVIR (Delhi) :
Mr. Vice-Chairman, the other day 1
asked a question about the investments
by LIC, which the hon. Minister refused
to answer under the cloak of public
interest. I am obliged to my friend,
Mr. Chandra Shekhar, who took up the
question later and tried to pinpoint the
necessity of bringing before this House
the investment figurés of LIC. 1 find
that the time which he was trying to
borrow from me or steal from me he
has used to highlight this very issue, the
issue of LIC investments not being dis-
cussed and not being open to public
scrutiny. It appears to me that there
is much force in the argument that the
LIC is a public institution, an institution
which gets its funds from the poor
people, from the middle-class people.
Naturally the poor and the middle class
people of the country have a right to
know what is being done with their
funds, whether somebody is playing
ducks and drakes with them or whether
they are being used to formeny and
strengthen any wrong type of business
house in the country, or whether they
are being pampered with in wrong
types of deal. I think when it was said
that the LIC was established, firstly,
for the purpose of eradicating corrup-
tion and, secondly, for serving some
social purpose, merely taking over some
type of business from private hands and
nationalising it does not lead to any
guarantee of eradication of corruption
or serve a social purpose. Something
more is required and that something is
a watchful public scrutiny over the
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affairs of such an institution. Unfortu-
nately, that has not been permitted so
far. There is a veil of secrecy being
kept on the investment policies of the
LIC. Does it mean that we can know
of what the LIC is doing only when
something like the Mundra = episode
occurs and we are faced with a situa-
tion where some Minister has to resign,
where some high official has to be sack-
ed when the people are taken aback as
they see the skeletons kept in the pub-
lic cupboard? My submission, there-
fore, is that we should know more about
these things now when things have not
gone wrong at this stage. There is an
appeal in this Resolution that more
funds should be made available to the
public  sector and my friend,
Mr. Chandra Shekhar, was saying that
there is an ideological conflict,

1 would put it slightly differently. It
is not only an ideological conflict. Some-
times it is a conflict of a doctrinaire
nature, We take to certain doctrines
make them into grooves and fads and
then try to stand up or fight for them,

ignoring for the time being at least,
the vital interests of the nation’s eco-

nomy at large. I would not plead for
the public sector simply because it is
the public sector. The public sector
also has to justify the confidence that
is reposed in it by the people. Un-
fortunately that cannot be said of our
public sector at the present moment.
There is inefficiency. There are losses.
There is corruption. There is malad-
ministration and it appears that some-
times discredited politicians, discredited
public men or other people who have
lost favour in one line or the other, are
put at the top of such public sector
undertakings. They have very little
capacity or very little competence. The
other day the question was put and
the Minister replied that no directors
had been appointed from defeated
candidates and that appointments had
been made purely on considerations of
merit, My friend here, who happened
to know more about it, asked me to
put a supplementary, but unfortunately
I did not have thé chance. He told
me that one Conngress candidate from
Bhopal, Mrs. Maimoona Sultana, has
been appointed a director of a con-

cern, the Bharat Heavy Electricals,
Bhopal. Now, what particular quali-
fication that good lady has to be the

director of such a technical concern as
that, is far from my comprehension to
imagine. But then if the Congress or
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if the Government were to cohsider
public sector Tndertakings as a back-
yard, where it could provide shelter to
those who have been discredited in
public life, it would not be a good omen
and it would not be good for the future
of the public sector undertakings in our
country.

I submit, therefore, that the public
sector has to improve its efficiency, its
administration, its profitability  and,
also, it has to come up to the level of
an ideal employer by providing its
employees with whatever the private
undertakings provide to their employees.
When this is not being done, putting
more money into inefficient hands, put-
ting the poor man’s money into their
hands is not good. After all, it is pub-
lic money it is not the money of one
individual Minister or even of the
Cabinet as a whole. The money belongs
to the poor people. As has been
repeatedly said here, money cannot be
mercilessly or callously poured into the
hands of people who do not know how
to look after it, who do not know how
to manage it, who only show losses at
the end of the year. If that keeps on
going, people will losé faith in the Gov-
ernor and the cry for the nationalisation
of any undertaking which is not runn-
ing well will lose its strength. People
will find that inefficiency is more ram-
pant in such public sector undertakings.
I hope, I think and I submit for the con-
sideration of this hon. House that the
public sector also must have a certain
minimum level of efficiency and admini-
strative competence before we can plead
for more funds being given to them.

Therefore, my submission is that we
should basically be guided by national
interests and what can be called eco-
nomic commonsense, not merely by
this fad or that fad, this creed or that.
This point of view has to be kept that
whatever investments are made by the
LIC, they should certainly look after the
interests of those depositors, those
policy-holders who have given their
money to the LIC and that money
should be used basically for the
country’s total economic interests and
also in a narrower sense for getting
dividends which are certainly going
later on to mean bonus to the policy-
holders. I am not divulging any secret
when I say that there are talks about
the investment policies of the LIC being
influenced by people who can approach
the concerned persons, by people who
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can provide illicit gratification, by
people who can deal through brokers,
by people who can settle commissions
for such deals, and such investments if
they are made by the LIC in under-
takings which do not deserve this sup-
port, it is something to be deplored; it
is something which calls for a good
and a deep probe. My submission is
that when these doubts are there—there
are companies, I do not like to mention
here any names, but there are com-
panies which are being run with foreign
collaboration, and a good investment
has been made by the LIC in
the shares of those companies, where-
as the shares of those companies are
selling at a discount; the companies
are in a bad shape, If any probe were
to be made and if it were to be found
that there are other considerations
guiding the LIC in its investment policy,
that would be something which should
make the Government sit up, which
should make our Finance Ministry sit
up and enquire into the whole mess
which might have been made and which
is likely to be made in the future by
such deals.

Secondly, there is a great trusteeship
which devolves on the LIC. All the
sums which have been taken from the
people, all the sums, the right of con-
trolling which the Government has
taken from the private companies, they
have been given to the LIC, and there
are other financial businesses also which
Mr. Arora mentioned. I am not giving
any detailed figures. I am talking only
in a general way on the approach which
this resolution has tried to bring for-
ward. I am not in favour of mono-
polies, I am not in favour of monopoly
interests controlling any particular sec-
tion of the country’s economy, nor am
I in favour of "any monopolist power
being given to the public sector in such
a way that the public sector runs amuck
and is not controlled properly in
national interests again. Therefore, it
is something higher than a mere fad of
the public sector, If we want socialism,
mere continuous expansion, mere pam-
pering, mere overfeeding, overdieting
and overnurturing the public sector is
not going to lead to socialism. There
are ways of reaching socialism if socia-
lism means the benefit of the masses,
and I would suggest here that the LIC
can certainly revise its investment poli-
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cies from the point of view of doing
more good to the common people. 1
would suggest, for example, that more
funds can be invested and should be
given in the form of easier and more
attractive loans to people to enable
them to build houses for themselves,
particularly in a city like Delhi where
housing is a Chronic problem and we
have not been able to tackle that prob-
lem on anything like a satisfactory
scale so far. Why cannot the LIC
provide loans to people in an attractive
manner and ask them to build houses
for themselves, thus solving the social
problem as well as providing the LIC
with an opportunity to utilise its funds
in a very healthy and very clean man-
ner ? Similarly there is rt};le rural area.
There is agriculture. It needs invest-
ment. Social control of banks is being
imposed for the purpose of asking them
to make more funds available to the
rural sector or the agricultural sector.
Small irrigation schemes can be
financed, installation of tube-wells can
be financed by the LIC. Such things
need to be done in order to encourage
better cultivation, better yield. Similarly,
where small mechanisation measures are
being contemplated and tractors are
sought to be purchased, why not the
LIC finance such projects ?

Such things, I feel, will be doing a
better service than merely asking for
more funds to be given to the public
sector. Let the public sector try to
deserve all that it has got. After all
when a father tries to pamper his child
too much by feeding it too much, by
giving it too much of nutritious
food but does not let it move
its limbs, does not let it compete with
the other boys of the area, does not
let it run with them, does not allow it
to compete for its right and opportunity
for equal existence with his follow-bovs,
naturally such a boy will remain a crip-
ple ; although he may grow fatty, he
will become a duffer; "he will not be
able to deliver the goods in any respon-
sible undertaking which he takes upon
himself. Let us not make our public sec-
tor like that, My insistence therefore
would be that the LIC needs certainly
to be looked into, and we certainly
recommend to the Government to have
some sort of probe into the investment
policies of the LIC and to see why,
whatever finances are being provided,
goes into the pockets of the big
industry, why small industry remains
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starved, why medium industry remains
starved.

The other day when this question
came up, we Wwere insisting that the
small-scale and the cottage industries
had the key to the problem of unem-
ployment. They can keep our economy
what it is, without pulling it and
reshaping it on the pattern of the indus-
trialised, concentrated economies of the
West. We do not want concentration
of any type. We do not want concen-
tration of economic power either in the
hands of a few capitalists or in the
hands of the politicians or in the hands
of the State. Therefore, let us not go
on with the slogan that the public sector
ought to expand and keep on expand-
ing. Let us have a sector which gives
us more, some sort of an economy
which has more to distribute, which
distributes economic power, which dis-
tributes economic potential, which dis-
tributes the capacity to earn, the oppor-
tunity. Therefore, our financial institu-
tions should distribute whatever finan-
cial aid they have to enable the small
and the medium undertakings to stand
up on their feet and to compete with
big units also and in this way to esta-
blish what we can term an economic
democracy in the real sense of the term,
saving ourselves from economic totalita-
rianism of one type as well as the other
type. Let us not save ourselves from
one trap and fall into the other. What
we need is that we have an economy
which has a distributive character,
which is not concentrated, which is
spread over in both' ways, in the verti-
cal sense as well as in the horizontal
sense.

My submission is that although this
Resolution comes with an approach
with which we should not differ, the
suggestions that have been given are
not to be taken literally. All of them
cannot be accepted as they stand. 1
would suggest that the whole thing
should be looked at basically from the
point of view of the country’s national
economic interest, efficiency considera-
tions required of the public sector
undertakings, the financial needs of the
small and medium industries and of
our rural sector, etc. Regional conside-
rations have been suggested. My view
is that regional considerations should
not have an overriding influence
because after all the country is one
economic unit. We have treated it as
one economic entity. Let us not
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believe if one area does not have a
steel plant, it must stargy a political
agitation to have a steel plant; if one
area does not have a shipyard, it should
start a dpolitical agitation to have a
shipyard. If we are going to let our
economics be guided by such political
and narrow regional considerations, we
are not going to have one country. We
are going to have a country which
would get balkanised in the near future.
My submission is that regional conside-
rations should be kept certainly in view,
but the basic thing should be the ulti-
mate total interest 6f the country, the
economy and the poor people as a
whole.

Thank you.

SHRI A. G. KULKARNI (Maha-
rashtra) : Mr. Vice-Chairman, at the
outset I am really grateful to my col-
league, Mr. Arora, who has brought
a resolution before this House which
was overdue and which was very
urgently necessary to be discussed in
the House, In the present condition of
the country where confusion is there
about the economic policies, I am really
grateful to my colleague, Mr. Arora,
for bringing this Resolution, Mr. Vice-
Chairman, I do not want to take the
time of the House by unfolding another
set of figures when two of my colleagues
have given formidable statistics, one
Mr. Arora and the other Mr. Chandra
Shekhar.

So, I would only try to supply an
ideological framework which ought to
have been evolved by this Government
so that our oft-repeated programme of
attaining a socialistic society would
have been really achieved. It is ordi-
narily a common man’s view, there may
not be any economist’s or any ideo-
logist’s thesis contained in my submis-
sion. But I look at this in a way that
all this trouble has started after this
country adopted the policy resolution
of a mixed economy after indepen-
dence. Why are we discussing these
credit policies and the credit policies
of the financial institutions? It is
because ultimately they affect the
interests right from the weaker sector.
He might be a farmer or a cottage
workshop owner or a small industry
man or a medium industry man. That
is why I say that this entire approach to
the problem should have been evolved
in a way which should involve risks
being taken at every level of the deve-
lopment of this society. What I am
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pointing out is that after the policy of
mixed economy was initiated in the
year 1956 in the Industrial Policy
Resolution—in 1948 also it was evolv-
ed—the goal of attainning a socialistic
society found a place in the subsequent
plans which were carried on by this
country. I most humbly submit that
the elders and the political leaders of
this country, who wanted these plans,
had made a very sad mistake. They
thought that the present set-up of the
administration would fall in line with
the idea of the development of a
country which is underdeveloped or
which is weak, and that was the big-
gest mistake made. That is why we are
facing all these problems.

Why I want to say this is, we want
to reduce the income disparities. That
was one of the aims of the Monopolies
Inquiry Commission, Prof, Mahalano-
bis made herculean efforts and present-
ed a voluminous report and brought out
very useful information for evolving a
new policy. I only talk of the measures
here, About the argument for granting
all credit facilities to the existing indus-
tries, how will it be practicable at this
stage to afford those credit facilities to
the existing industries or the existing
industrial houses as such ? Here I have
got my view that once the capacity has
been created, whether it is 75 houses
or 10 houses is” a negligible problem to
me because under the taxation struc-
ture, under what you call a phased
reduction, within a specific period, with-
in a period of 40 years or two genera-
tions, perhaps economic levelling will
be done in those houses also. But I am
one with my friends when they argue,
and the force of their argument lies in
this that granting credit to the present
economic houses will ultimately ruin
our cherished goal of reducing the eco-
nomic disparities. And to that extent,
1 want to submit : all these things have
been really the logical conclusion of
one’s decision. The Board of Directors,
who are empowered to take decisions,
are the masters of the credit available in
that institution. And in this connection,
I want to say that once the Board of
Directors has taken a decision, then
naturally, human nature being what it
is, the interest of human beings starts
playing a mischievous role. And that
has started. There are the banks, the
LIC, IFC', ICIC], IDP and other semi-

tions of Govt.

Government financial institutions and
the Reserve Bank. Though we may say
that th Boards of Directors of all these
institutions have come from the various
sectors of the society like the consu-
mers, agriculturists, etc., but the pre-
dominent interests belong to the private
sector industrialists who have got their
cherished aim at heart of expanding
their industries at a very minimum cost
to themselves. I am not going to
expound any idea. But if you really
screen any big industrial house, you
will see that during the last ten years
barely 10 to 15 per cent is brought in
as equity capital of an entrepreneur m
this country and that the balance money
is coming from all the Government
sources as well as from the banks where
the depositors’ money is available for
distribution to these big industriali-fs.
What 1 want to say is that the appoint-
ment of the Board of Directors and the
scheme of appointing the Board of
Directors is the most important factor
in increasing monopolies in this country,
whether it be a commercial bank or
the IFC or the IDP or the LIC. I
would say that once their Board of
Directorship is arranged, Parliament
will have its final say and it will be
open to the scrutiny of Parliament.
Then only will the Board of Directors
behave properly. I am not going to
quote all these figures, as I have already
pointed out. But I say this : here some
figures have been quoted about the
investments of the IFC. As a loanee
on behalf of the co-operative institu-
tions, I am also concerned with the IFC,
What I have found out is this. The
IFC very recently granted loans to the
co-operative sector on an increasing
scale, Tt is no use blaming the IFC.
But that is for only one type or sector
of industry, that is sugar. But I want
to say that even the IFC Board of
Directors have come from the private
sector. It is my experience—I do not
want to charge anybody—that when
they sit in the IFC office for taking
decisions on credit policy, naturally the
man is concerned with his own industry
and he will not think of anything
else. To that extent, there is always
that limitation on the IFC to take a fair
decision in the interests of the whole
country.

There is another example available
with me. As a member of the Working
Group of the Administrative Reforms
Commission on Small Industries, I ex-
tensively toured the country to assess
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the views of the small industrialists
and of the banks. What I am making
out is, whenever we met the bankers,
they said, our doors are open. We are
sitting here to entertain the small-scale
industrialists. But nobody has ap-
proached us. That was their conten-
tion. And when the associations of

small industries and individual witnesses -

came before us, what had they to say?
They said, we went there. They say,
you want Rs, 5,000, We are not
interested,. Who is going to take so
much trouble and scrutinise your appli-
cation for Rs. 2,000 or Rs. 5,000 or
Rs. 10,000? We want customers who
can take Rs. 20,000 or Rs. 5,00,000, so
thay they are able to run their bank and
earn more returns. I am only saying
that whether it is the small industry or
the co-operative sector, in the LIC
investment policy it has found no place.

I am coming now to the LIC invest-
ments proper. What 1 am thinking is,
ideologically the result will be the same
whatever you do. Whatever we may
say or argue, unless the Government
comes and takes some risks and changes
the pattern of credit-worthiness, the
entire pattern of the management of the
banks and the entire pattern of the
management of the semi-Government
financial institutions, the result will not
flow in the direction in which we want
and desire it to flow, in order to attain
our goal of a socialistic society and
reduce the income disparity.

Mr. Vice-Chairman, there is another
case also. I am only going to give an
instance. Mr, Vice-Chairman, the com-
mercial banks, because of this nationali-
sation threat or whatever this credit
policy, have come with their propo-
sals—“No, we will now finance the
agriculturists”.  Mr.  Vice-Chairman,
after a strenuous journey of 20 years,
this co-operative sector is establishing a
rapport with the farmers in the rural
areas. They are trying to meet their
needs and the cooperative sector is
establishing itself in this country, I
understand that the cooperative sector
is not so viable or not so efficient in
certain States—it may be efficient in
certain others States. After all, you and
1 are Indians, One thing is followed in
Guijarat; something else can be followed
in Orissa or U.P. oy Bihar. But the
failure is there in the cooperative
sector—the failure of the human
element and not of the ideology.
Mr. Vice-Chairman, I would say that if
you want to really achieve the best
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interests of this country, for the deve-
lopment of this country, I think the
cooperative will be the only slogan. If
we achieve the cooperative of agricul-
ture and a processing of industry, I
do think that the income disparities will
be removed. But why I am coming to
this point is, now the slogan is there
that the commercial banks want to
finance the agriculturists. I have now
decided not to criticise the ICS and the
IAS bureaucratic people because some
people ask why we should criticise
them. I do not want to criticise them.
Mr, Vice-Chairman, these secretariat
people have now devised another means
that the cooperative sector should grant
loans to the weaker farmers, below five
acres and the other sector above five
acres should be given loan by these
commercial banks. Naturally, the man
who has got no credit and whose money
will not be repaid immediately is given
under an other name. All these big
farmers above five, ten, acres want,
they should be attached to the commer-
cial banks and the entire idea of credit
is to get that easy thing. ..

THE VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) : That is enough.
Please wind up.

SHRI A. G. KULKARNI : Mr. Vice-
Chairman, I am just going to the next
point because that is a very important
one. The licensing policy also has
damaged the entire structure and that
is why these economic disparities, the
institutional, . . (Interruption)

THE VICE-CHAIRMAN
M. P. BHARGAVA) : No,
talk, please.

SHRI A. G. KULKARNI : Mr. Vice-
Chairman, 1 want to say that the licens-
ing policy is also another culprit in this
respect because the entire credit is a
means of increasing the monopolies. The
licensing is the same. I do not want to
blame the industralists if he has increas-
ed his industry or expanded it. 1 do

(SHRI
no Cross

not blame him. The blame lies with
this Government who have made this
scheme of licensing where all' such

things occur, where all the nepotism.
corruption, takes place and why stould
we blame the industrialist ? Reafty if it
were in my hands, I would have said,
“I am not going to grant youe the
licence because this will add to your
industry.” That is why Mr. Vice-Chair-
man, the licensing policy also needs a
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change. And this bureaucracy has now
evolved a procedure. When we want
to protect a private sector industry, they
say, their target is finished. If a co-
operative comes, they say, “No,
production will be too much.”. ..

no,

THE  VICE-CHAIRMAN (SHRI
M. P, BHARGAVA) : Mr. Kulkarni,
you have taken too much time. No,
no, now Mr. Balkrishna Gupta...

SHRI A. G. KULKARNI : Just one
minute, Mr, Vice-Chairman. What I
wanted to say is, the licensing policv,
leave that aside... I will come to the
very important problem of rural electri-
fication and energising of wells. ..

THE VICE-CHAIRMAN (SHRI1
M. P. BHARGAVA) : No, no, please
take your seat. Mr. Balkrishna Gupta.
Mr. Balkrishna Gupta now.
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SHORT DURATION DISCUSSION
UNDER RULE 176 RE DROUGHT

SITUATION IN THE COUNTRY

THE  VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) ): Now we take
the one-hour discussion about the
drought situation and consequent famine
conditions in certain parts of Mysore,
Andhra Pradesh, etc. I have got a
very long list. So what I propose is
to give ten minutes to the three movers
each and then five minutes to others.
Mr. Mulka Govinda Reddy.

AN. HON. MEMBER : Five minutes
only.

THE VICE-CHAIRMAN (SHRI
M. P. BHARGAVA) : I have got a list
of 16 names. I do not know how long
the House would like to sit. One hour
discussion can be stretched at the most

to 1% hours, Beyond that it will not
be proper.
SHRI SUNDAR SINGH

BHANDARI (Rajasthan) : The

sense
of the House may be taken.

THE VICE-CHAIRMAN (SHRI M.
P. BHARGAVA) : Yes. Let us start.
Mr. Govinda Reddy.

SHRI MULKA GOVINDA REDDY:
(Mysore) : Mr. Vice-Chairman, Sir,
with your permission I rise to raise a
discussion on the drought situation and
consequent famine conditions prevailing
in certain parts of Mysore, Andhra
Pradesh, Rajasthan, Assam, Bihar,
Orissa and Uttar Pradesh. Mr. Vice-
Chairman, we have spent more than
Rs. 20,000 during the last three Five-
Year Plans, and after 22 years of
independence we are faced with the
question of famine almost every year in
some parts of the country or the other.
On the other hand, we are faced with
devastating floods damaging crores of
rupees worth of crops and other por-
perties. This is a very sad commen-
tary on the performance of the Con-
gress Government which has been in
office for such a long time. Yet, some-



