
 

[Shri Chandra Shekhar] of Parliament, if 
one single individual can dictate terms not 
only to Parliament Members individually but 
to the nation as a whole; and if we do not 
accede to his demand, he goes to America, he 
goes to London, to all countries and tries to 
scuttle our Plan and tries to cut at the very 
root of our industrial development. With 
these words, I conclude. 

ALLOTMENT OF TIME FOR  GOV-
ERNMENT AND  OTHER BUSINESS 
THE DEPUTY CHAIRMAN: I have to 

inform Members that the Business Advisory 
Committee at its meeting held today has 
recommended allocation of time for 
Government and other business as follows:— 

1. Discussion on the Interim Report on 
Industrial Planing and Licensing Policy     
.      2 days 

2. General Discussion on the Railway 
Budget for 1967-68 .     3 days 

3. Appropriation Bill relating to Demands 
for Grants (Railways) for 1967-68       .        
.      1 days 

4. General Discussion on the General 
Budget for 1967-68 6 days 

5. The Passports Bill, 1967      .        1 day 

6. The Central Industrial Security Force 
Bill, 1966     .        1 day 

7. The Industrial Disputes (Amendment) 
Bill, 1966      .        1 day 

8. The Anti-Corruntion Laws 
(Amendment) Bill, 1967       .      2 hours 

9. The Special Marriage (Amendment) 
Bill, 1966 . .      1 hour 

10. Motion regarding rerent 
developments in West Asia .     2 hours 

SHRI LOKA NATH MISP.A (Orissa): 
Madam, one clarification on this 
annoucement. We have only 12 more 
working days. If we go according to the 
schedule, we have only 12 more working 
days, while the announcement that you made 
allows for 16 working days. Do we    take    it    
for      granted      that 

the House is going to be extended? If tha' is 
so, it must be announced earlier because 
unless that is announced, it would very much 
inconvience our programme, if according to 
schedule the session is not over. That is all. 

THE DEPUTY CHAIRMAN; It is very 
simple arithmetic. I am conveying it to the 
Government to look into it and tell us for 
how many more days we will sit. 

SHRI B. K. P. SINHA (Bihar): I have to 
say something about it. I feel that the two 
days that have been allotted to this discussion 
are inadequate. Moreover I feel that two 
hours allotted to some Anti-Corruption Bill 
are also inadequate because that Bill will 
require some more time. 

THE DEPUTY CHAIRMAN: We will 
consider the suggestions. 

MOTION RE INTERIM REPORT ON 
INDUSTRIAL PLANNING    AND I    
LICENSING   POLICY—continued 

SHRI TRILOKI SINGH (Uttar Pradesh): 
Madam Deputy Chairman, I have not much 
to add to what has been so ably put forward 
by my friends, Mr. Bhupesh Gupta, and Mr. 
Chandra Shekhar. They have made my task 
easier. I would draw your attention to article 
39 of the Directive Principles of the 
Constitution. I would not stop there. The 
Central Government in 1951 passed an Act 
known as the Industries Development and 
Regulation Act, 1951. After the passing of 
(he Act it is imperative for the Central 
Government to see that the regulation of 
industrial development and the canalising of 
resources according to Plan priorities and 
targets is done. That is number one. Number 
two is avoidance of monopoly and preven-
tion, of concentration of wealth. It is no 
longer, Madam, an article of Directive 
Principle which it may not be possible for the 
Central Government to act upon. But it is an 
Act of the Government itself in accordance 
with the Constitution, and one has to see 
whether the provisions of the Industries Act 
had been faithfully carried 
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out or not. I regret to say. Madam, that even 
a cursory reading of the Hazari Report goes 
to show that the provisions of the Industries 
Act were not acted upon. 

It has been said in that report, Madam, that 
sometimes—I would not name any firm; I 
know Mr. Birla more than most of the hon. 
Members present over here; I have known 
him and known him as a pucca anti-
Congressman. I recall those days when the 
Congress for the first time decided in 1925 to 
put up candidates for the Legislative 
Assembly, and it was given to Mr. G. D. 
Birla, who was a pucca anti-Congressman at 
the time, to oppose the Congress candidate, 
Shri Sri Prakash, from Gorakhpur and 
Banaras constituency. He was not only a non-
Congressman but so long as the late Pandit 
Motilal Nehru lived, Mr. Birla would not be 
seen near the Congress circles. You might 
remember, Madam, after his death, there was 
the Gandhi-Irwin Pact, and Mr. Birla, shrewd 
businessman as he is and also an astute 
politician, at that time came to know that very 
soon there was going to be a transference of 
power from the British hands to Indian hands, 
that is to Congress hands—Congress was the 
only organised party in the country worth the 
name which could take over power. Mr. Birla 
created a lobby, went to the Second Round 
Table Conference uninvited and was all the 
time dancing attendance upon Mahatma 
Gandhi, the Father of the Nation. He was a 
great favourite of the late Pandit Madan 
Mohan Malaviya, and some of the hon. 
friends opposite who were in the Congress 
might know that at one time when the 
discussions between Gandhiji and the British 
Government in England over the minorities 
question failed, Mr. Birla leaked out the news 
and gained several lakhs of rupees by 
manipulation in the share market. When the 
la.e Pandit Malaviya came to know of it, he 
feli from his grace too. Malaviyaji was very 
much annoyed and said, "Listen, what is this 
you have done?" Then came the Congress 
Ministries in the Provinces in 1937.   Mr. 
Birla became 

all in all. What position he occupies in the 
Congress, I do not know because I left the 
Congress in December. 1949. But before that I 
knew that Mi Birla had a great lobby, a 
powerful lobby and an influential lobby, in the 
Congress circles upto 1949. My friend, Mr. 
Chandra Shekhar, has said that he has a great 
lobby in the Government and in Parliament. I 
am not concerned with it but what 1 am con-
cerned with is the fact that the provisions of 
the Industrial Policy Resolution as enunciated 
and adopted by the Central Government were 
not acted upon in the matter of granting 
licences to the various firms of the Birlas or to 
any other party. Mr. Birla might have been the 
biggest gainer. But what was the Government 
doing all the time? It is not one year or two 
years or three years; they have had no time to 
review. There have been three General 
Elections. There have been a large number of 
Ministers, Commerce Ministers, Finance 
Ministers, and all that. My charge is against 
the Congress Government which is in power 
today and which has been in power since the 
Industries (Development and Regulation) Act 
was passed in 1951. What were they doing? 
And what do they propose to do even now? All 
that I am told by an hon. friend here is this. I 
suffer from certain weaknesses. I take my 
lunch between 1.00 and 1.30 p.m. If you do 
away with the lunch hour, for a man with a 
weak constitution like mine, it is very difficult 
to forego lunch whether there is food problem 
or not. So. I told the Vice-Chairman presiding 
at that time that 1 wished to take part in this 
debate. But unfortunately I had to go for some 
time and have a bite. I was told—and I am 
subject to correction—that the hon. Minister 
said that this Report was made in December, 
1966. It is more than five months and the 
Government is considering the Report. How 
long will they take? It has taken them fifteen 
years to find out their own mistakes, to find 
out that they were going against the policy 
adopted by themselves and  it has  taken     
them 
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[Shri Tnloki Singh] 
another six months only to decide that they 
would consider the matter. That is why . . . 

SHRI FAKHRUDDIN ALI AHMED: I 
did not say that we would consider. 

SHRI TRILOKI SINGH: What did he say? 

SHRI FAKHRUDDIN ALI AHMED: I 
said about our reviewing the position and the 
Government having taken other decisions. 

SHRI TRILOKI SINGH: I would like you, 
Madam, to help me. My English is faulty and 
it is foreign to me. I do not want to know 
whether there is any attempt to review it or 
whether they have taken any decision upon it. 
All that I was saying is that it has taken them 
six months to decide to review it; it is still 
worse. If I may refer to the Report itself, it is 
no; that Mr. Birla could get some advantage. 
What was the Planning Commission doing? 
What was the Ministry for Industry doing? 
They did not care to see, if anybody was 
given any licence to start any particular in-
dustry or to se'; up a plant, whether he had 
actually done it or not. They were not 
concerned with the follow-up. Not in one 
case, not in two cases, but in a whole series of 
cases during the last 15 years, their history 
has been, their performance has been, that 
they have granted licences upon licences but 
have not cared to see whether those licences 
were fully u'ilised or not. Not only that. The 
Planning Commission also failed to fix up 
priorities and lay down time within which the 
work has to be completed. Dr. Hazari has 
definitely said in his Report that not only no 
priorities were fixed but also there was no 
time-limit fixed. The Government give the 
licence to a particular individual or a firm and 
say, "Do this thing or do that thing." How 
long will they take to do it is not their 
concern. In the industrial development of a 
big country like India, a country which has a 
backward economy, where the targets 

fixed by the Planning Commission have to be 
fulfilled, why the Government themselves, 
the very persons who are in charge of running 
the Government or in framing the policies are 
so oblivious of their responsibilities, at least I 
have not been able to find an answer for that. 
Naturally, there has been concentration of 
wealth; naturally, the distribution of industrial 
development on a more widespread basis in 
different regions is not there. 

I am not one who blames Mr. Nam-
boodripad or the Chief Minister of UP. But it 
fell to my lot to draw the attention of the U.P. 
Government that the agreement that they had 
entered into with the Birlas for the supply of 
rjower was at a rate which was less than the 
cost of production. Mr. Sam-purnanand, who 
was the Chief Minister in those days, said that 
it could not be and I told him that my arith-
metic was never weak and that he should look 
into it. How was I able +o get that 
information? It was not from any non-offici:-
1. Tf w«i the Chief Engineer who came to me 
after this agreement had been arrived at and 
said, "Look here! They are going to supply 
power to Birlas at less than the cost of 
production." If the Government of India failed 
in its primary duty to see that the distribution 
of the industrial development on a more 
widespread basis was carried on, then it 
naturally fell to the lot of the State 
Governments to see that they got some benefit 
as a result of their own efforts. And I am not 
surprised, if the Government of Kerala made 
approaches to Birlas. Herp I find that the 
lender of the Communist Party and a 
prominent Mea'ber in the Secretariat of the 
Congress Parliamentary Party speaking in the 
same voice and giving expression to the same 
feelings. One is out of the Government; bet he 
ha3 the same feeling as the one who belongs 
to the Government's party. So, it should not 
surprise anybody that the wish or desire to 
have industrial development in a particular 
area compels or impels a particular Chief 
Minister to seek the 



 

help of a capitalist, whether he is Mr. Birla or 
he is Mr. Tata or he is some one else. 
Therefore, the matter does not end there. 
Birlas are only one example. 

I do not know how will the Industry 
Minister justify that they were fiven licences 
without the formality Of the applications 
being processed though the Licensing 
Committee. Why were these formalities 
dispensed with? The answer might be that 
they were dispensed with in other cases also. 
It is all the worse. As I submitted at the very 
beginning, I am not concerned with the Birlas. 
I have known Mr. Birla for a very uong time 
and I am friendly with some Of the people 
working with the Birlas. But the point is this. 
Where was the Industrial Policy of the 
Government? They did not know that the 
applications were sanctioned without being 
properly processed through the formality of 
going through the Licensing Committee. 

Much has been said and rightly that the 
Birlas are one of the richest people' living in 
India today, and therefore in the interests of 
industrial development, instead of waiting till 
someone else came forward, it was necessary 
for the Government of India to give licences 
to the Birlas because they were men of 
resources, they could raise the capital, they 
could borrow money, they had contacts with 
people outside, they could have some 
collaborators in England or France Or 
America and other places. But Dr. Hazari has 
pointed out that there are cases in which 
companies without adequate resources were 
given licences. Without the necessary capital 
they were given licences. A company with a 
small tiapital was given licence to deal with 
irrores because it was Birla's company. Wow, 
how can Birla manage it? He i Joes it because 
he has control over the banking system in 
India. We <:annot stop the concentration of 
economic power if we do not nationalise the 
banking system in India. 

Madam, the other day it was discussed in 
this House when my friend, Mr. Banka 
Behary Das, moved a resolution for" the 
nationalisation of the banking system in India. 
There was an amendment that it should be 
socialised Socialised or nationalised, I want 
public control, control of the Central 
Government as they have the control over the 
Life Insurance Corporation of India. Where is 
the difficulty? The nationalisation of life 
insurance has placed in the hands of the 
Government of India millions Of rupees 
which they were otherwise deprived of. If the 
Government were to have a similar control 
upon the banking system in India, it would not 
be possible for them to get overdrafts, the 
Birlas or the Singhanias or the Morarkas—Is 
he a businesman or what? 

AN HON. MEMBER: He is a small 
businessman. 

SHRI TRILOKI SINGH: I know for a man 
like myself it would be difficult to get 
overdraft because all my life I have lived on 
overdrafts. I know it. But in the larger 
interests of the country, for the industrial 
development, for the economic development 
and for achieving the objectives —not the 
objectives of the Praja-Socialist Party—set 
forth by the Congress in its various resolutions 
and the Constitution of India, Madam, the 
banking should be nationalised. It is through 
the banks that businessmen are able to lay 
their hands on tons of money. Why was the 
licence given to Birlas without any capital? It 
is because they could raise money from banks. 
1 would not get that opportunity. That facility 
would be denied to me. It was because of this 
that Manjushri Bikaner which had no funds in 
their profit and loss account were given 
licences: Why because they had control over 
the banking system. They have at their 
disposal crores Of rupees and thereby take 
advantage of their position. That applies not 
only to Birlas but to other business houses as 
well. 
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[Shri Triloki Singh] 
Now, Madam, let us have an idea of the 

power of Birlas. The first general 
elections were held in January 1952. 
Preparations for elections were going on. 
One of the Birlas, I would not take his 
name, but if somebody wants me to take 
his name, I «an certainly give it out   .   .   
. 

SHRI NIREN GHOSH: Then do it 
SHRI TRILOKI SINGH: If you are 

anxious to know, then I am prepared to 
give it. It was Shri K. K. Birla— I would 
give out his genealogy— tion of Shri 
Ghanshy|am Das Birla. He was the 
Secretary of the Indian Sugar Mills 
Association. Now what was the deal 
struck between the Sugar Mills 
Association led by K. K. Ilirla and the 
Congress in U.P. led by n> less a person 
than the late Govind Ballabh Pant of 
reverd memory? It was decided that the 
sugar mills will give one rupee per 
maund on the production of sugar   .   .   . 

SHRI D. L. SEN GUPTA (West 
Bengal):  To whom? 

SHRI TRILOKI SINGH: To the 
Congress Party. I never thought that you 
would require a repetition of the word— 

One rupee per maund of sugar pro-
duced to the U.P. Congress Party in 
return for the release of sugar to be sold 
in the open market. Sugar was under 
control then. It was a question of relase 
of lakhs of tonnes of sugar fc> be sold in 
the open market on •whatever rate the 
manufacturers might fix. I took it up on 
the floor of the U.P. Assembly. A 
controversy was raised here also. I am in 
possession of the original letter. They 
went through this deal in spite of this 
exposure.   But they kept quiet. 

Now, Madam, the responsibility for 
encouraging Birlas or Tatas or Dalmias 
primarily lies upon the Congress Party 
which has been in power these 20 years 
in this country both in most of the States 
and at the Centre. 

So, Madam, I have got nothing more, as 
I said in the very beginning, to add to 
what has been already so ably said by Mr! 
Bhupesh Gupta and Mr. Chandra Shekhar. 
But I would like to draw, through you, the 
attention of the Minister of Industries and 
the Central Government to this point. It 
will not be given to them for long to play 
with the life of the nation as they have 
been doing during the last 15 Or 20 years. 
They are in power today. I do not grudge 
it. They are in power because the majority 
has voted for them. But I would submit. 
Do not wield this power in the interest of 
a few. Do not forget what has been said in 
the Constitution or in the Industrial Policy 
Resolution. Do not forget what has been 
laid down in the Industries (Development 
and Regulation) Act. Do not forget the 
pledge that the Congress has given to the 
people." And, therefore, I would most 
humbly request the Central Government, 
through the Minister in charge of 
Industries, who is present here today, to 
reconsider their policy; it is not a question 
of review. That is why, Madam, the 
matter needs a deeper probe. 

It is very difficult for one to enquire 
into one's own failings. After all, it is the 
Government which has erred and if they 
are to enquire into what they have done, 
how they have deviated from the chosen 
path, it would be very difficult for them 
to come to a decision. Therefore, I would 
support the amendment moved by my 
friend, Shri Banka Behary Das, that a 
Committee of this House, or for that 
matter of both the Houses of Parliament, 
should be formed to go into this matter, 
not only the matter of Birlas—I am not 
concerned with Birlas alone—but the 
whole question. My submission, 
therefore, is let there be a deeper probe 
and let that probe be by Members of 
Parliament. Of course, the Government 
will be represented there by Members of 
the 
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majority party and they are likely to be in 
a majority. Let them find out what was it 
that led this Government to give licences 
to these concerns. Then alone the 
Government will be able to act in 
accordance with their own Resolution 
and with their own commitments. I am 
not asking them to follow the P.S.P path 
although a Government consisting of 
good pepole, people not only good but 
honest and intelligent, wedded to the 
welfare of the nation, would not mind the 
adoption of any suggestion made by this 
side of the House provided it is in the 
public interest and in the interest of the 
nation. 

Thank you. 
SHRI M. P. BHARGAVA (Uttar 

Pradesh): Madam Deputy Chairman, I 
find myself in a difficult position and feel 
diffident in taking the floor after the 
brilliant speeches of Shri Bhupesh Gupta, 
my friend Shri Chandra Shekhar, and 
Shri Triloki Singh. It is my lot to 
disagree, in most cases with Mr. Bhupesh 
Gupta in this House. But today I am in 
that happy position that I agree with most 
of what Mr. Bhupesh Gupta has said. 
During the last session of Parliament, 
when my friend, Shri Chandra Shekhar, 
told me about an article in the 
Mainstream about the Hazari Report, I 
told him that it is a matter which should 
be brought to the immediate notice of the 
Parliament and, therefore, I, along with 
some other friends, gave a Call-Attention 
Notice and it came up for discussion 
during the last session of Parliament. At 
the time the Calling Attention Motion 
was being discussed, it was agreed that a 
fuller debate would be held In this House 
in the first week of the coming session. 

At the time I gave the Call-Attention 
Notice, I had three objectives in view. 
First, I wanted to bring to light the Hazari 
Report especially, vis-a-vis the activities 
of the Birlas. Secondly, I wanted to 
impress upon •the Government the need 
for a fuller enquiry into the growth of 
economic 

power in the hands of a few persons. And 
thirdly, I wanted ways and means to be 
adopted to see that future concentration 
of power is checked and prevented. I am 
happy to see that I have more Or less 
achieved the three objectives that I had in 
view. The publicity the Hazari Report has 
got is something which I never dreamt of 
when I move the Calling. Attention 
Notice. Overnight, Prof. Hazari has 
become a national figure almost. The 
second objective has also been achieved 
when the hon. Minister in his opening 
remarks conceded that the Government of 
India is considering a fuller enquiry into 
the whole matter. And. I am sure the third 
point will be achieved when the 
recommendations of the Monopolies 
Commission are implemented and. a 
commission as buggested by the 
Monopolies Commission is appointed to 
have a constant and regular eye on the 
economic growth of the country, 
especially, vis-a-vis the private sector. 
Shri Bhupesh Gupta and Shri Chandra 
Shekhar have plac-el lot of statistics 
before the House and I shall not repeat the 
statistics. But I wish to invite the 
attention of he House to certain paras of 
the Hazari Report. First, I will read out 
Para   10.3  which  says: 

"The Pace of Birla advance was 
moderate in 1957 and 1958, conside-
ring that it was the second largest 
group in <size and already had the 
largest number of companies, more 
than 833. The build-up of momentum 
started in 1959 and the breakthrough 
came in 1960. There has been no 
looking back since then. Over these 9£ 
years, the Birlas applied for 228 new 
articles, 267 substantial expansions and 
443 new undertakings (all gross of 
some multiple counting) and received 
approvals for 102, 149 and 124, res-
pectively." 

Then in para 10.5 it is stated: 

"During the 2J years, 1964—June 
1966,  they put  in  325  applications 
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[Shri M. P. Bhargava.] 
for industrial licences, of which 132 
proposed an investment of Rs. 180 
crores. Approval was received for 130, 
of which 85 accounted for an 
investment of Rs. 102 crores, with an 
import component of Rs. 57 crores." 

Then para 10.6 says: 
"The large number of Birla proposals 

and the amount of investment 
contemplated therein are diffused over 
the entire industrial structure. Except 
basic steel and power generation, 
almost every kind of industrial product 
capable of domestic manufacture is 
covered in the Birla perspective plan. 
There is evidence of interest in new 
and rapidly growing industries, particu-
larly, aluminium, electrical goods, 
chemicals cement, man-made, fibres 
and yarn, heavy engineering, alljy 
steel, pig iron, tools, timber products, 
newsprint and pipes and tubes but 
traditional industries like cotton, sugar, 
vanaspati and paper are by no means 
ignored." 

If we examine geographically as to what 
is the position, we find that the Birlas 
have their industries in all the provinces. 
Shri Bhupesh Gupta made a remark that 
the Birla empire will flourish so long as 
the Congress regime is there   .   .   . 

SHRI SUNDAR SINGH BHAN-
DARI (Rajasthan): Congress empire. 

SHRI M. P. BHARGAVA: I beg to 
differ there. Even assuming for a 
moment that the Congress regime goes, I 
have my doubts if Birlas' influence will 
lessen and that is evident from the fact of 
the Birla's adventures in Kerala. My 
friend, Shri Chandra Shekhar, gave half 
the story about the bamboo contract. I 
would give the other half. All though the 
file, right up to the Chief Minister's 
stage, the terms were that Rs. 2.80 per 
ton of royalty will be realised from 
Birlas for the supply of bamboo made to 
them. Then a represen- 

tative of the Birlas goes and meets the 
then Chief Minister of Kerala, Shri 
Namboodiripad. After this magic 
meeting, no official who appeared before 
the Public Accounts Committee, could 
explain what happened. And the only 
thing which was told to us was that there 
was a nothing that the contract be given to 
the Birlas on a royalty at the rate of Re. 1 
per ton. It was reduced from Rs. 2.80 per 
ton to Re. 1 per ton, only by a meeting of 
the representative of Birlas with the Chief 
Minister. The officers of Kerala were 
unable to explain it. I am sure Shri 
Bhupesh Gupta, who has the insight about 
the entire party, may be able to give some 
comments and probably after giving the 
comments, he will be in a position to 
modify his remark that the Birla empire 
will prosper so long as the Congress 
regime lasts. I am in a position to say that 
the Birla empire is going to prosper under 
the regime of the party to which Mr. 
Bhupesh Gupta belongs. If hon. Members 
have read the newspapers since the 
Namboodiripad Ministry has been formed 
this time, they would find that what I say 
is clearly borne out because quite a 
number of times a news item has 
appeared that the Birlas are being invited 
to open this industry or that they are 
being given licence for that industry. And 
it will be surprising if I tell Mr. Bhupesh 
Gupta that in spite of the almost 
unanimous demand in this House that till 
an enquiry is made, no further licence 
should be given to the Birlas, Rs. 4 crores 
worth of licence has been given to Mr. 
Birla at the request of Mr. Bhupesh 
Gupta's Chief Minister, Shri 
Namboodiripad, and if he is in a positon 
to deny it, I will request him to say so. 

SHRI BHUPESH GUPTA: I stand by 
what I said. The Birlas, I said, should not 
have been given any licence without a 
Parliamentary Committee going into this 
matter . . . Birla is horror to me. (In-
terruption) . 
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SHRI M. P. BHARGAVA: To what , 
extent it actually blocks the entry of 
others and thereby shuts up competition 
is an open question which cannot be 
answered straightway. But this is what 
is mentioned in this report in paragraph 
10.9: 
3 P.M. 

"It is to some extent legitimate to 
infer, therefore, that Birla en-
terprise, justifiable or not in terms 
of ultimate performance, does tend 
to pre-empt licensable capacity in 
many industries."*        v 
The  report further  says in    para-

graph 10.10: 
"*  * * Enterprise   plus   imaginative    

understanding    of    licensing 
formalities, thus,  enable the Birlas to  
foreclose    the  market.    Astute 
management turns this process into high  
and quick returns, on investment,  
which earns foreclosure    of economic  
resources  generally,   and helps 
magnify the halo round    the House of 
Birlas." . Now I will    not  take the    
House through what has    been    stated    
in paragraph 10.11 of the report where 
they have cited instances, where without 
almost any money Birlas      have been  
doing  business  in  lakhs      and crores 
of rupees. How this is done is a 
jugglery;  it is beyond my imagination, 
and I would expect    that the hon.   
Minister   for   Industry      would throw 
some light on paragraph 10.11 where all 
these cases have been mentioned,   and  
similar  cases   mentioned in the 
Monopoly Commission's report. If this 
is the result of a sample check —that  
which  is  mentioned  in paragraph   
10.11—a  detailed   scrutiny    is bound 
to reveal  a startling state of affairs    
vis-a-vis the    provisions    of Company 
Law. 

Now I come to the next question 
whether there is a case for further in-
vestigation of, and fuller details about 
the Birla empire. The Monopolies 
Commission went into the working of 
a number of concerns and they gave 
their studied remarks, and only in one 
case they have said that a fuller inquiry 
is necessary.   That is 

what I would read out and that finds a 
place at page 47 of the Monopolies 
Commission's report.   It says: 

"(We think it proper to mention that 
a large number of companies in which 
parties who are close relations or 
business associates or employees of 
Birlas, appear to have financial and 
management interests, have not been 
included in the group, because of the 
absence of adequate evidence of Birlas 
having controlling interests therein. As 
in the case of certain others groups also 
this can on!y be finally decided after 
detailed investigation of the beneficial 
ownership of the shares in these 
companies.)" 

This is what the Monopolies    Inquiry 
Commission have said in their report. 

And what does the Hazari Committee 
report say in paragraph 0.3? It is this: 

"The data suffer from severe limi-
tations) as set out later in paragraph 11. 
Briefly, the data are partial, incomplete 
and in some cases not fully reliable. 
They should be taken as rough 
indicators of magnitudes, not precise 
amounts." 

Now if we have a look at what has been 
said about the licences given to Birlas, 
one gets the impression    ti»at cent,  per  
cent  applications  of Birlas were 
approved.    And that raises the question  
that  forces  and     pressures were 
working behind these approvals, and  
whether  these     licences     were granted 
at the cost  of others whose applications 
were rejected.    An    inquiry  is  also 
necessary to find    out whether some 
political forces    were behind the whole 
racket.    If so,    the doings of these forces 
have got to be exposed irrespective  of 
their    status and  standing.     It has to  be 
further inquired into if the bureaucracy 
has had a band in this stinking affair   of 
Birla licences, what methods of liaison 
were employed for geltiij< this    cent, per 
cent approval, what    temptations were 
offered, what baits were throve.. All these 
need to be investigated. 
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i[Shri M. P. Bhargava.] 
Then another question which should 

engage the attention of the Govern-met is 
employment of high officials after 
retirement in industrial concerns, to find 
out whether they misused their official 
position in showing favours to Birlas in 
the hope of getting appointments with 
them after their retirement. In this 
connection, it has to he looked into 
whether the recommendations of these 
high officers are being received in large 
numbers by Birlas, and whether they are 
being acceded to, and how many near 
relatives of the high officials working in 
the Government of India—senior 
officials—have their relatives in the 
Birlas at ther own recommendations. 

Then we come to the next question, 
and the next question is whether Birlas 
have utilised all the licences granted to 
them and whether there have been any 
activities by Birlas to malign Or crush 
other rising industrialists. We find from 
the report that quite a number of licences 
have not been utilised. 

SHRI  BHUPESH     GUPTA:     One 
half. 

SHRI M. P. BHARGAVA: After 
reading the report the impression is 
created that they believe in cornering 
everything for themselves, and shut out 
others. It seems that the ambitions of the 
Birlas know no scruples, that they would 
do anything to preempt licensable 
capacity, to foreclose the market and to 
exclude and exterminate the present as 
well as the future competitors. But what 
about the Government machinery? The 
Industries Act does provide for a follow-
up and a check on the licences issued. 
How is it that about half of the licences 
issued to the Birlas were allowed to lie 
idle with them? In this connection I 
would say that even now immediate 
action must be taken. AH those licences 
that stand in the name of Birlas and have 
not been utilised by them must 
immediately be withdrawn.   Further 
investigations   should 

be conducted into the monopoly practices 
of the Birlas t0 find out what smaller fries 
are sought to be devoured by this mighty 
empire so that legitimate protection may 
be granted to those smaller entrepreneurs. 
The industrial policy as embodied in the 
Industries Act is (1) to regulate industrial 
development; (2) to canalise resources 
according to plan priorities and targets; 
(3) to avoid monopoly and concentration 
of wealth; (4) to encourage new 
entrepreneurs; (5) to distribute industrial 
development in different regions and (6) 
to foster technology and economic 
improvements. Licensing was meant to 
be the principal instrument for 
implementing the above Industrial 
Policy. It is nothing short of a miracle to 
employ this very weapon of licensing just 
to reverse this policy and to defeat the 
very purpose for which this instrument 
was wielded and to sabotage the whole 
concept Of planning. Instead of regu-
lating industrial development, this 
licensing system has regulated industrial 
stagnation, if I may say so. Instead of 
avoiding monopoly and the concentration 
of wealth in a few hands, this licensing 
has helped in the growth of monopoly 
and the concentration of ecoomic power. 
Instead of encouraging new entrepreneurs 
it has helped in stifling them. Instead of 
reducing economic disparities it has 
further accentuated them. 

Now I come to the next queston. (Time 
bell rings). I will take only two or three 
more minutes, Madam. The next point is 
about the loans advanced by the 
financing institutions. The Birlas have 
companies of the Mundra type 
numbering at least 73 or 74. They have 
companies in at least twelve important 
countries outside through which under-
invoicing and over-invoicing—are done. 
These Birla companies have taken loans 
from governmental financing institutions 
at least to a minimum of Rs. 85 crores in 
1965-66 and 1966-67. From private 
banks under their own control and by 
way of internal    accommodation 
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they have utilised public deposits to the 
extent of not less than Rs. 125 crores 
during the three years, 1964-65, 1965-66 
and 1966-67. In this connection I would 
request the Government to find out what 
loans have been given to the Birla 
Companies by the Reserve Bank of India, 
by the State Bank of India, by the 
Industrial Development Corporation, by 
the Unit Trust of India, the Industrial 
Finance Corporation, the Re-finance 
Corporation and by the Rehabilitation 
Corporation of India especially for 
rehabilitation of .cotton and jute 
industrial units. According to my 
information these institutions have under-
written debentures, preference shares and 
equity shares in a very large way for the 
Birla companies and when the market 
was very dull and it was not possible for 
others to place their debentures in the 
market. This was done in collaboration 
with each other. Similarly, they bought 
shares and debentures and they advanced 
large sums of long, medium and short 
term loans. 

Before sitting down I would like to 
touch on two small points. The first is 
about the cost structure of the various 
industries running in the country in the 
private as well as in the public sectors. I 
would like to know from the Government 
what steps have been taken by them to 
find out exactly what is the cost of any 
article produced by these industries, and 
whether there is any section in the whole 
Government of India which keeps 
statistics about the cost of production, 
whether cost accountants have been 
appointed from time to time for the 
various industries to find out the cost of 
production. Or are we entirely at the 
mercy of the industrialists and whatever 
prices they say we have to agree to and 
whatever increases they want we have to 
accede? Is that the position? Is there any 
control by the Government over the price 
structure of the industries? This is a basic 
point which needs looking into and unless 
we know the cost of production it will not 
be possible for us to stop the exploitation 
of the consumers by the "big industries.   
That is precisely what 

is needed. I would, therefore, plead with 
the Government to agree to the 
appointment of a Parliamentary Com-
mittee to look into the whole affair and to 
submit their report after a thorough and 
complete study of the question. That is 
exactly what my amendment seeks to do 
and I hope that amendment will be 
accepted. 

SHRI M. P. BHARGAVA: I beg t* 
move my amendment, namely. 

4. "That at the end of the motion, the 
following be added, namely: — 

'and having considered the same, 
this House recommends te 
Government to appoint a committee 
consisting of nine members to be 
elected by the two Houses of 
Parliament to study the con-
centration of wealth by the House of 
Birlas and connected matters'." 

The question was proposed. 

SHRI NIREN GHOSH: May I make a 
submission? Since the Prime Minister is 
here now and there is a report in the 
press that Shri Arjun Arora, a Member of 
this House, has alleged, as far as I can 
understand that two or three Ministers 
are in the pay-roll of the Birlas, and since 
he had also seen the Prime Minister, I 
submit that the Prime Minister should get 
up and tell the House what the position 
is. It should be stated on the floor of the 
House. After all, this is not a private 
matter between the Prime Minister and 
the hon. Member. It cannot be a private 
matter between them and so I want a 
statement to be made on the floor of the 
House. 

SHRI C. D. PANDE:   Why? 
SHRI BHUPESH GUPTA: It is very 

necessary because the matter concerns   .   
.   . 

SHRI LOKANATH MISRA: May I 
make one submission. Madam, ©» this 
matter? Normally I would not have 
intervened, but this matter has been 
published in the newspapers and 
therefore it would be very dignified for 
the Prime Minister, since she   is 



 

[Shri Lokanath Misra.]   
present here and listening to all this and 
since this matter has been raised now, to 
give a clarification to the country. It is a 
very serious matter, that a member of the 
Prime Minister's Own party should have 
made this allegation in the party meeting 
and that it should have leaked out to the 
press, that there are some Ministers in the 
pay-roll of the Birlas or somebody in the 
pay roll of the Birlas had been chosen and 
taken by the Prime Minister into her 
Cabinet. This is a very serious allegation. 
If any Opposition Member had done it 
then it would have been looked upon as 
frivolous. 

SHRI BHUPESH GUPTA: Why 
should it be? 

SHRI LOKANATH MISRA: You 
know it is so, unless it is proved. I have 
always proved it whenever I made any 
allegation against any Minister. I have 
proved it in the case of Shri T. T. 
Krishnamachari. In the case of Shri Biju 
Patnaik also I have proved it. But 
whenever an allegation is made by 
Members of the Opposition in this 
House, unless it is proved, it is open to 
the Prime Minister to say that it is a 
frivolous charge. 

THE DEPUTY CHAIRMAN: • You 
have made yourself clear. 

SHRI LOKANATH MISRA: Madam, 
it is a very serious charge and since the 
Prime Minister is present here and she is 
listening, let us get a clarification from 
the Prime Minister. Let her say 
categorically that there is nobody on the 
pay roll of the Birlas who is in her 
Cabinet or she does not know if anybody 
was on the pay roll of Birlas who is in the 
Cabinet. She can say that and then the 
matter will be clarified. 

THE DEPUTY CHAIRMAN: Now 
that will do. 

SHRI D. L. SEN GUPTA: Madam, 
kindly listen to me. 

SHRI BHUPESH GUPTA: Yes, it is 
Very important. Some naughty people  
may be trying to     persuade 

Shri Arjun Arora not to divulge the 
names.   I am not a naughty man. 

THE DEPUTY CHAIRMAN: Please 
sit down, Mr. Gupta. Let the business of 
the House go ahead. 

SHRI M. M. DHARIA: Madam,' on a 
point of order. The motion moved by the 
hon. Minister is under discussion and 
when that is so, we cannot expect or 
demand any explanation from the Prime 
Minister. (Interruptions) I am on my 
point of order and . . . 

SHRI LOKANATH MISRA: Let the 
Prime Minister say it. 

THE DEPUTY CHAIRMAN: That 
will do. 

SHRI M. M. DHARIA: This issue 
could be raised as a Calling Attention 
notice or through some other motion and 
this matter could be brought before the 
House. But when this present motion is 
being discussed, how can the hon. 
Member get up and demand an 
explanation? It is not according to 
procedure. 

THE DEPUTY CHAIRMAN: Yes, 
yes. That will do. You please sit down. 
Please do not side-track the debate in this 
way. 

SHRI LOKANATH MISRA: Let the 
Prime Minister say. 

(Interruptions.) 
THE DEPUTY CHAIRMAN: Order, 

order.   Please sit down. . 
SHRI D. L. SEN GUPTA: Madam, 

please listen to me. It is important. There 
are some 50 Ministers, Cabinet 
Ministers, Ministers of State Deputy 
Ministers and so on. 

AN HON. MEMBER: There are fifty 
two of them. 

SHRI D. L. SEN GUPTA: Two more?    
Very well. 

THE DEPUTY CHAIRMAN: But 
what is your point? 

SHRI D. L. SEN GUPTA: In one 
minute I shall finish. Shri Arjun Arora, it 
is said, made a    statement 
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that some are on the pay roll of the Birlas. 
So unless their names are given we will start 
suspecting all the 52 of them. So at least to 
clear up all the others, let the Prime Minister 
say who these are. 

THE DEPUTY CHAIRMAN: If the Prime 
Minister wants to say anything she may do 
so. 

THE PRIME MINISTER AND 
MINISTER OF ATOMIC ENERGY 
(SHRIMATI INDIRA GANDHI: Madam 
Deputy Chairman, the hon. Member said 
just now that if the Opposition Members 
make an allegation they should prove it; is it 
not equal'y important for our own party 
members also to prove any allegation they 
make? Some general remarks were made by 
Shri Arjun Arora but he has not said 
anything specific to me. 

SHRI BHUPESH GUPTA: No, no. He 
was prepared to give the names. Did she ask 
for the names? 

(Interruptions.) 

THE DEPUTY CHAIRMAN: Mr. 
Bhupesh Gupta, you must take your seat. 

SHRI BHUPESH GUPTA: The point is, 
did the Prime Minister ask for the names? 

SHRI AKBAR ALI KHAN: After the 
reply of the Prime Minister the whole matter 
is closed. 

SOME HON. MEMBERS: No, no. 

SHRI NIREN GHOSH: No; how do you 
say that?    Under what rule? 

(Interruptions.) 

THE DEPUTY CHAIRMAN: I want 
everyone to take their seats. 

Mr. Dhar'ia raised a point of order. Other 
Members wanted to got some information 
from the Prime Minister. The Prime Minister 
has replied for the present. She may or may 
not be able to give further information; that 

has to be seen later but today    that 
matter is closed. 

SHRI BHUPESH GUPTA: Did she 
ask for any names? That is what we 
want to know. 

(Interruptions.) 

SHRI M. GOVINDA REDDY (My-
sore) : The Prime Minister has cate-
gorically said that Mr. Arjun Arora has 
said nothing. 

SHRI BHUPESH GUPTA: She can 
look after herself. It has been shown 
very clearly. Did she ask for the names 
from Mr. Arjun Arora? 

AN HON. MEMBER: Why shou:d 
she? 

"SHBT NIREN GHOSH: And did Mr. 
Arjun Arora give the names to her? 

 



 

THE DEPUTY CHAIRMAN: The 
Prime Minister has heard what Mr. 
Rajnarain has said.     Mr.  Bhandari. 

 
(Interruptions.) THE   

DEPUTY CHAIRMAN: Have you 
anything to say? 

SHRIMATI INDIRA GANDHI: No; 
nothing. 

SHRI BHUPESH GUPTA: On a point 
of order. 

THE DEPUTY CHAIRMAN: What is 
the point of order? 

SHRI BHUPESH GUPTA: You listen 
to me. Don't ask me in an angry mood. 
The point of order is confused if you are 
angry. 

The point of order is this. An hon. 
Member of this House says that in front 
of four hon. Members Shri Arjun Arora 
had said that he had given the.names to 
the Prime Minister. And the Prime 
Minister pleads innocence about it. 
Somebody must be correct; all cannot be. 

THE DEPUTY CHAIRMAN: What 
can you do about it? 

SHRI NHIEN GHOSH: Let the Prime 
Minister give us the names. 

SlHRI BHUPESH GUPTA: "Why 
don't you tell the names? You need not 
believe it. 

SHRI NIREN" GHOSH: We know 
you have got Birlamen in your Cabinet.    
You tell us who they are. 

(Interruptions.) 

SHRI LOKANATH MlSRA: On a 
point of order. The difficulty is many of 
the hon. Members have rot understood 
what the Prime Minister said The Prime 
Minister has now thrown a challenge to 
Mr. Arjun Arora to substantiate what he 
says as she expects me and other Mem-
bers of the Opposition to substantiate if 
we allege something. I thought Mr. Arjun 
Arora had fled away but now I find he 
has come back. 

SHRI ARJUN ARORA: I never run 
away. 

SHRI LOKANATH MISRA: He can 
give a personal explanation if he wants. 
But the point is, he haa come back to the 
House when we are in a state of 
confusion. Now after the Prime Minister 
has throw* a challenge to Mr. Arjun 
Arora either to substantiate or to 
withdraw —it amounts to withdrawal if 
he would not substantiate it—it is up to 
Mr Arjun Arora either to substantiate it 
and publicly give the name* here or else 
he has to withdraw it- 

SHRI ARJUN ARORA: First of all I 
want to say that I never run away. I never 
withdraw a thing which I say ' because I 
generally speak with a sense of 
responsibility. My name is Arjun and if 
hon. Members have read Mahabharata 
they will remember: 
What

h
as happened is, within my party I have 
said certain things. Within their party 
hon. Members of the Opposition say so 
many things. Their parties   are 
unimportant. 
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THE DEPUTY CHAIRMAN: I Will 
not allow you to make a speech «ow. 
That will do.



 

SHRI BHTJPESH GUPTA: Your 
party is important because it is financed  
by the Birlas? 

(Interruptions) 
THE DEPUTY CHAIRMAN: >rder, 

order. 

SHRI ARJUN ARORA: I know 
something about the financing of other 
political parties also including Comrade 
Bhupesh Gupta's. So let him not provoke 
me. 

SHRI BHUPESH GUPTA: All right; 
come to the point. 

SHRI ARJUN ARORA: I have said 
something in my party. It is an internal 
party matter. 

SHRI BHUPESH GUPTA: But you 
spoke internally within the party over a 
matter which is a public matter. 

SHRI AKBAR ALI KHAN: May be; 
what of that? 

SHRI ARJUN ARORA: I think all 
Tesponsible parties discuss matters of 
public importance, and n°t frivolous 
things. When I used to be a member of 
the Communist Party 25 years back we 
discussed political matters. Now that Mr. 
Bhupesh Gupta is its leader, probably 
they discuss frivolous things. Anyhow, 
because our party is important, what we 
had said inside the party   .   .   . 

SHRI BHUPESH GUPTA: We are not 
concerned with our party. The only thing 
is this, whether it is true that he said that 
there were Birla-men in the Cabinet and 
whether it is a fact that he gave the 
names to the Prime Minister and|or the 
Prime Minister asked for the names. It is 
a simple question; just say you did or did 
not. 

SHRI ARJUN ARORA: I do not give 
Mr. Bhupesh Gupta the right to cross-
examine me. 

(Interruptions.) 

THE DEPUTY CHAIRMAN: What-
ever happened inside your party or 
outside your party we are not concerned. 
Before you came into the House they 
from the Opposition side raised an issue 
and the Prime Minister gave a particular 
answer. Now, what have you to say in 
regard U that answer? That is all. I do 
not want to hear more than that. 

SHRI CHANDRA SHEKHAR: 
Madam Deputy Chairman, I have * 
submission to make. The Opposition 
rightly raised the question. It is given in 
the Press and I- agree that it is a matter of 
public importance. And the hon. Prime 
Minister has said that Mr. Arjun Arora 
mada some general remarks and that it is 
equally important for Mm to substantiate 
those charges. I shall request you to give 
the Prime Minister and Shri Arjun Arora 
time when they will discuss matters bet-
ween  themselves.     (Interruptions). 

SHRI NIREN GHOSH: It is not a 
personal matter between them. 

SHRI CHANDRA SHEKHAR: Mr. 
Niren Ghosh, suppose a Member in the 
Opposition makes an allegation. Will it 
be open to us to ask you at the same time 
to prove it? Cannot he take time? If any 
Member raises it as an issue, he will 
require time. 

(Interruptions.) 
THE DEPUTY CHAIRMAN: Order, 

order. 
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internal matter of our Party. When I talked 
to Mrs. Indira Gandhi on Friday, I did not 
talk to her as Prime Minister. I talked to her 
as the leader of my Party and I am not 
prepared to tell Messrs. Rajnarain Singh and 
Bhupesh Gupta the internal affairs of my 
Party. 

SHRI BHUPESH GUPTA: This is the 
point. 

SHRI ARJUN ARORA: Mr. Bhupesh 
Gupta should not try to interrupt. Only last 
night Mr. Rajnarain Singh and I travelled in 
the same compartment. We talked many 
things, discussed many things, in a friendly 
manner. Now, I do not want all of them to 
go on the records of this House. So, there is 
no occasion for anybody to get nervous. My 
Party is a great Party. My Party stands on 
principles of non-violence and truth. 

SHRI LOKANATH MISRA: You have 
made it greater. 

SHRI ARJUN ARORA: I am sure my 
Party will justly examine the statement 
which I made in my Party and the decision 
of my Party will please Members from both 
sides of this House and the country. Apart 
from that I do not want to say anything. 

SHRI BHUPESH GUPTA: You rule on it. 
We will take it. The issue is not whether we 
would like them to divulge any Party secrets 
at all. All that we are concerned with is a 
matter, which you will agree, which is of 
very great public importance. Now, Mr. 
Arjun Arora is a member of the ruling party. 
He said or is reported to have said that there 
are some Birla men in the Cabinet. He has 
not withdrawn that. Neither he has said it. 
Therefore that statement stands. We are 
faced with a statement by an hon. Member 
of this House that there are some people of 
the Birlas planted in the Cabinet. This is the 
issue. Therefore, the Prime Minister was 
good enough to ; <«t up and say that he 
mentioned cer- 



 

tain things. I can understand her saying 
that. AH that remains to be done or 
known is whether names were suggested 
either at her instance or directly by her. If 
not, since Mr. Arjun Arora still maintains 
that statement. May I request you, on 
behalf of the House, to direct the Prime 
Minister to ask Mr. Arjun Arora to 
submit the names and then the Prime 
Minister should come and .make a 
statement here. 

THE DEPUTY CHAIRMAN:   Now, 
no more on this. 

 

SHRIMATI INDIRA GANDHI: I 
would request hon. Members to read the 
records as to what exactly I have said 
just now in the House and also what Shri 
Arjun Arora has said. I did not mention 
the word 'name* in my statement. 

THE DEPUTY CHAIRMAN: That 
will do.   Mr. Bhandari. 

 

SHRI D. L. SEN GUPTA:   I stand on 
a point of privilege. 

THE DEPUTY CHAIRMAN:   What 
privilege? 

SHRI D. L. SEN GUPTA: The Prime 
Minister has said that Mr. Arjun Arora 
has not given her any name, whereas Mr. 
Arjun Arora has himself said that he has 
given the namesj not to the Prime 
Minister but as the leader of his Party. It 
is a split personality. The Prime Minister 
as leader does not appeal to xa. I submit 
that the Prime Minister while making her 
statement has suppressed the truth and 
she should make a statement here and 
now what names she has got from Mr. 
Arjun Arora. 

THE DEPUTY CHAIRMAN: Now, I 
do not think there is anything of privilege 
in this. There were certain questions 
raised and the Prime Minister gave a 
certain answer. If you want to speak   .   .   
. 

{Interruptions') 

SHRI RAJNARAIN: We also know 
the rules. 
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"Now the urge is there In spite of 
the foreign exchange crisis and so is a 
much greater degree Of familiarity 
with new technology, and, in a way, 
things are simplified in so far as 
additional output comes from existing 
rather than new units." 
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THE DEPUTY CHAIRMAN: I may inform 

the House that the House will sit till 6 P.M. as 
there are very many speakers. 

SHRI LOKANATH MISRA: Madam, we can 
have an additional day. 

THE DEPUTY CHAIRMAN: From the 
announcement of the business, there is no 
additional day. If more Members have to speak 
we must sit for longer time. We will sit till 9 
P.M. Mr. Chinai. 

[THE VICE-CHAIRMAN (SHRI M. P. BHARGAVA)  
in the Chair] 

SHRI BABUBHAI M. CHINAI 
(Maharashtra): Mr. Vice-Chairman, Sir, I am of 
the opinion that Dr. Hazari's report is a very 
valuable document. Also, I think, Dr. Hazari has 
done well in spelling out the principal 
shortcomings of the present system of industrial 
licensing and has come to the worthwhile 
conclusion that the deficiencies cannot be 
remedied by procedure or administrative 
changes. The recommendations ought to be 
looked at from socio-economic perspective. 



 

[Shri Babubhai M. Chinai.] 
Sir, I for one feel that the suggestion 

for achieving industrial targets through 
adjustment of broad policies of taxation, 
credit, prices and allocation of foreign 
exchange should be welcome. 

Dr. Hazari has not faced the problem of 
retaining the licensing system and also 
bringing about delicensing sparely. In 
this connection I would like to draw the 
attention of the Study Team of the 
Administrative Reforms which has said 
that the licensing system has not led to 
the achievement of the socio-economic 
objective for which it was designed. Dr 
Hazari has also suggested that if licences 
cannot be given up completely, then 
there should be an exemption limit of a 
crore of rupees. He has also suggested to 
draw up a list of priority industries and 
that the Government should see that all 
the pre-requisite of implementing these 
schemes under those licences, namely, 
foreign exchange, collaboration, know-
how, Indian resources etc. should, first of 
all, be assured to the parties concerned. I 
personally feel that this is a very 
welcome suggestion of Dr. Hazari. 

There are certain controversial sug-
gestions also. It says that certain tra-
ditional industrial activities should be 
closed in future to the specified ten or 
fifteen largest business groups and their 
associates. Another suggestion is one lice 
ace should be given to one group of 
industries. The third one is that a project 
of Rs. 1 crore and above should be 
i.onsidered only if the whole project is 
/ully before the Government with all t*ie 
necessary paraphernalia like foreign 
collaboration, foreign investment, rupee 
resources, raw material availability, etc. 
Just like when one wants to build a 
house, he prepares the plan in advance. 
This simile, ace jrding to me, is not 
befitting to the piesent industrial 
licensing system. And fourthly, he has 
suggested a system of package licence 
which is something like the tender 
system. 

Now if we look to these suggestions, I 
personally feel that these are the 
suggestions which would retard the 
industrial progress of this country. Take, 
for example, the last one which says that 
you should give licences by the tender 
system, if the tender system is going to 
be adopted in this country, then all the 
objections Which I heard here this 
morning are going to be perpetuated and 
still more strongly perpetuated than they 
are at present. Therefore, we will have to 
think in terms of other measures to bring 
about the socio-economic policy into 
function and operation, as, for example, 
our texation policy, our price fixation 
policy, our foreign exchange 
availability—these are the things by 
which you can screw the industrialists 
who come for permission to have 
industries in this country. 

Then, Sir, we have also to consider it 
from a larger perspective and in the light 
of what has been said by the Monopolies 
Inquiry Commission. Here I would like 
to draw the attention of my friends here 
in this House to what the Monopolies 
Inquiry Commission has said. Number 
one, "Big business has done much for the 
country's economic betterment and as a 
consequence, for the alleviation of the 
poor man's misery." Number two, "What 
little development there is owes much to 
the adventure and skill of a few men who 
have in the process succeeded also in 
becoming 'big business'. It is also fair to 
state that these men have gone on often 
to push forward development of further 
industries, which has been to the 
advantage of the country." Thirdly, "Big 
business has generally been able to 
supply over years considerable amount of 
managerial skill of high quality, so that 
production has been high, profits have 
ben good and failures comparatively few 
in number." And number four, "Big 
business has been able to attract and 
obtain foreign collaboration and such 
collaboration has helped the starting of 
many new industries specially by 
supplying the essential machinery and 
technical know-how." 
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Now, Sir, much has been said in 
connection with the Hazari Report, in 
connection with the house of Birlas. I 
must frankly at the very outset say that I 
hold no brief for the house of Birlas. I 
only look to this question from the point 
of view of industrial development in this 
country. Therefore, whether the Birlas 
got more licences or not, whether the 
Birlas monopolised licences by some 
methods or not, I am not concerned. 
What I am concerned with is whether 
Messrs. Birlas implemented the licences 
they got or not or they produced wealth 
in this country or not. If they have 
produced wealth in this country, by all 
means we will have to congratulate them. 
And what is the position about the 
licences also? I personally know that 
some of the licences mentioned in 
Statement A of the Hazari Report are not 
Birla concerns at all. The Birlas have 
only a little financial interest in them. 
They have no voice in the management or 
decision-making. After all what is the 
definition of a corporate group? A corpo-
rate group is denned as "consisting of 
units which are subject to the decision-
making power of a common authority." 
And I know for a fact that in certain 
ceases, there is no decision which the 
Birlas can take in those industries and, 
therefore, it would be wrong to say that 
those industries fall under the Birla 
Group of industries. 

Now, Sir, I want to draw your atten-
tion to another point. Dr. Hazari, in his 
own report, has very grudgingly given a 
compliment at one place. He has said 
"Birla appears to have reduced the 
import component substantially." Is this 
not in the interest of the country and if 
they have done so, as Dr. Hazari himself 
has said, why should we grudge it? I 
think, Sir, this requires a closer attention 
of the hon.   Members. 

Then, Sir, the Birla group of 
industries, we are told, have got licences 
by cornering them and not allowed 
others to compete. This, I think, is an 
exaggerated picture.   In 

9$ years of Industrial Licensing Policy, 
they have got 28 per cent of the licences 
no doubt. But they have, by and large, 
implemented this 28 per cent and have 
created wealth in this country. 

Now, so far as the licensing system is 
concerned, it is not that it is in the hands 
of one man or two men or three men. 
The Licensing Committee consists of a 
representative of the Finance Ministry, a 
representative of the Industry Ministry, a 
representative of the Planning 
Commission, a representative of the 
Commerce Ministry and it also includes 
the Director of Industry of every State. . . 
. 

SHRI D. L. SEN GUPTA: That is the 
danger.   They are in their pocket 

SHRI BABUBHAI M. CHINAI: One 
of these days, I will not be surprised if I 
see you in their pocket. Therefore, to say 
that the Industry representative, the 
Commerce representative, the Finance 
representative, the Planning Commission 
representative and every Director of 
Industry of the States are in their pocket 
is rather an exaggeration and I think 
nobody would believe that. I can quite 
understand if one or two persons are 
their friends, but to say that everybody is 
in their pocket is, I think, very irrelevant 
and very uncharitable both to the House 
of Birlas and to those officers who have 
been functioning very honestly and 
sincerely and have put in hard work. 
Therefore, I would submit that it is not a 
fact. 

Much has been said in connection with 
the bamboo supplied for the rayon julp 
factory in Kerala. As one who is in that 
line, I would like to throw some light on 
this. No doubt, the Birlas did offer Rs. 
2.80 to the Kerala Government. But there 
is competition between State and State. 
No sooner the other States—especially 
the Chief Minister and the Industries 
Minister of other States—came to know 
that the Birlas wanted to put up a pulp 
factory, then    they    all 
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[Shri Babubhai M. Chinai.] 
rushed ot Mr. Birla. They started offering 
all sorts of concessions to them. Any 
businessman in the place of Mr. Birla—
even I, if I was there— would have 
asked for further concessions from the 
Kerala Government and it is in the 
fitness of things that Mr. Birla bargained 
and got it for Re. 1. 

DR. M. M. S. SIDDHU (Uttar Pra-
desh) :   All the States are at his feet? 

SHRI BABUBHAI M. CHINAI: It Is 
not a question of all the States being at 
his feet .  .  . 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): Having agreed in letter 
that Rs. 2.80 would be the rate, is it 
bargain to ask for Re. 1? 

SHRI BABUBHAI M. CHINAI; Of 
course, why not? If the deal was not 
closed and negotiations were going on, 
Babubhai Chinai has every right to 
bargain with other States, especially the 
Kerala Government and get as low a 
price as possible. In our own case, I may 
tell you, we wanted to put up a pulp 
factory in Mysore, on behalf of the 
National Rayons. All the arrangements 
were made. We were then approached by 
two other States. And will you believe 
me, when we were going to Mysore, the 
then Minister of Industry thought we 
were foreigners in this country. In spite 
of that, in fairness to the Chief Minister 
of Mysore. he came to our help and 
ironed out everything. In the meanwhile, 
the capital market became stuck down. 
Another State came and offered us better 
terms. And we are planning to have an 
agreement with that State. Why should 
we not have it? Are we bound to go to 
Mysore even though we get better terms 
from another State? Certainly not. And 
therefore, Sir, what I would like to say is 
this. Please do not read too much into 
this; it is a fact that they got the rayon 
pulp at one rupee in place of Rs. 2.80. 

Then, Sir, it has been said .  .  . (Time 
bell rings) 

Sir, I have taken only ten minutes, and 
five minutes more remain. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): No, you have taken 14J 
minutes so far. You started at 4.5. 

SHRI BABUBHAI M. CHINAI: Well, 
Sir, it has been said that Rs. 42 crores 
worth of synthetic yarn was imported 
and that most of it went to Birlas. The 
latter—the reference to Birla's share of 
it—is far away from truth. Out of 2 lacs 
of looms in the country Birlas have about 
300—400 looms only. Birlas do not use 
Rayon because indigenous Rayon is 
available. 

SHRI D. L. SEN GUPTA: How do 
you know? 

SHRI BABUBHAI M. CHINAI; I am 
in the line; you do not know that. I am in 
the rayon line and Birlas have not got to 
use it, the rayon yarn. I am in the line 
and so I know it. I do not hold any brief 
for Birlas. If you so like, you may hang 
them; I am not going to come into your 
way. But let not anything wrong go on 
record, and let it not be said that what 
others have said is correct. 

SHRI M. M. DHARIA: What Mr. 
Babubhai Chinai says should be taken as 
hundred per cent correct. 

SHRI BABUBHAI M. CHINAI: That 
is not the point. If Mr. Dharia thinks that 
whatever he says is correct on all 
occasions, we are not gullible enough to 
take it as always correct. Please bear this 
in mind. (Interruptions). If I am to be 
interrupted like this ... 

THE VICE-CHAIRMAN (SHRI M. 
P. BHARGAVA): Order please. 

SHRI BABUBHAI M. CHINAI: if I 
lose my time in this manner, you will 
have to make good the loss by giving me 
more time, Sir. 

THE VICE-CHAIRMAN (SHRI M. 
P. BHARGAVA): You have finished 
your time. 
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SHRI BABUBHAl M. CHINAI: This 
is a matter. Sir, on which you should 
allow me to have my say. What I say, 
Sir, is .  .  . 

THE VICE-CHAIRMAN (SHRI M. 
P. BHARGAVA): Mr. Chinai, my 
difficulty is that if I allow extra time to 
everybody, we cannot finish the debate . 
. . 

SHRI BABUBHAl M. CHINAI: I 
agree; I only crave your indulgence for 
a few minutes. 

THE VICE-CHAIRMAN (SHRI M. 
P. BHARGAVA): Two minutes at the 
most. 

SHRI BABUBHAl M. CHINAI: 
Another point which I wanted to make 
was: After all what is our desire? After 
twenty years of independence are we 
really on our legs? Have you produced 
enough? Is there enough for everybody? 
Are we in a position to distribute our 
wealth Are we in a position to distribute 
all that we are producing, to everybody? 
If noc, and if you want to raise the 
standard of our people, we will have to 
depend upon many more industrialists. 
We will have to encourage them to pro-
duce more. After all power is with us and 
we can take away any big slice we like 
from them, by way of other means. 
Income-tax is at our disposal. All fiscal 
measures can be used. Price fixation is at 
our disposal. I do not know why we are 
worried. Let them produce as much as 
we need a thing and we will see that we 
take away from >them any gains which 
we think are in excess of what they 
should legitimately have. 

A point more and I have done. It is 
this. The Estimates Committee of' 
Parliament is sitting over the Monopolies 
Commission report on industrial policy. 
They have had full discussion, they have 
discussed it; their report is in the drafting 
stage and I am told that their report will 
be ready in a couple of days. When that 
report is ready and comes before us, that 
will be the proper time when we can 
discuss 

whether really there is any monopoly in 
this country. When that is so, why should 
we be in a hurry to appoint a committee 
of Parliament Members, I do not know. I 
do not think, Sir, that it will serve any 
purpose. If you want to make a scape-
goat of anybody, 1 have nothing to say, 
But I am totally opposed to the 
appointment of any commission; i am 
totally opposed to the appointment of 
any committee, as suggested by your 
good-self, consisting of Members of 
Parliament. It is not because I want to 
protect anybody, but it is because i feel 
that since the Estimates uommitee's 
report is going to come up Defore 
Parliament, why not wait and see 
whether there is any truth in what has 
been said on the floor of this House. And 
then we will have ample opportunity to 
examine the issues threadbare. 

What I want finally to say, Sir, is this. 
There are industrialists, several of them, 
in this country, big and small. There are 
certain, ten or fifteen, big industrialis.s 
who have done immense good to the 
country. There are three or four people, 
biggest industrialists, in the country. 
They have done also very good, in their 
own way, to this country. Please for 
God's sake do not make a scape-goat of 
them, do not accuse them alone and say 
that you have done something wrong. 
Thereby you will be accusing somebody 
to the exclusion of the rest. That is not 
the way for the matter to be treated. Don't 
pick up one man and say after twenty 
years that you have done something 
wrong. Where were you all these twenty 
years? Were you asleep for twenty years? 
When they have done such nice things 
for the country, please for God's sake 
allow them to 30 what is good for the 
country, and do not fall a victim to the 
impression of jealousy against them 
which seems to be the case with some 
people. Please see that justice is done to 
everybody in the interests of the country. 
I appeal to you and through you to all 
Members to consider that, in order to 
have better conditions in the country, 
industrial development is a must.  And 

1133 Motion re L 29 MAY 1967 ]       Industrial Planning     1134 
Interim Report on and Licensing Policy 



1135        .       Motion re [ RAJYA SABHA ]     Industrial planning     1136 
Interim Report on and Licensing Policy 

[Shri Babubhai M. Chinai.J 
who will be able to advance the industrial 
development of the country? It is those who 
have got the resources, those who have got 
collaboration arrangements with foreign 
countries, those collaborators who have estab-
lished a name and who can bring foreign 
exchange, and also those who have got the 
know-how. It is not I or you who will be able 
to effect the necessary industrial development 
of the country in different fields. Therefore, 
my submission is that I do not agree with the 
suggestion for the appointment of a 
committee or commission, and I therefore 
submit that it should not be accepted. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): May I request hon. Members 
again to stick to their time so that it does not 
increase the length of the debate 
unnecessarily? Mr. Rajnarain.    Twenty 
minutes. 

 
"That the operation of the economic 

system does not result in the concentration 
of wealth and means of production to the 
common detri-ment." 
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vea to nave communicated to Mr. Nehru the 
reasons for his dissatisfaction with Mr. 
Justice Das's finding, as well as his decision 
not to submit any more cases to the former 
Chief Justice. According to usually reliable 
sources, the instance of political inpropriety 
referred to Mr. Justice Das related to the 
employment by a leading industrialist of a 
senior Central Minister's son." 

"
I

t was agreed that Mr. Justice Das's verdict 
would be final and binding, but Mr. 
Deshmukh reserved to himself the right to 
refuse to submit any further cases to him 
for informal scrutiny if he was dissatisfied 
with the intial finding. This option Mr. 
Deshmuk is now reported to have 
excrised.    He is oelie- 
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THE DEPUTY PRIME MINISTER 

AND MINISTER OF FINANCE (SHRI 
MORARJI R. DESAI) May I say that I 
have no knowledge of all this? 
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"If the applications are rejected or 
deferred for subsequent consideration, 
they remain on the waiting list against 
future licensing, ahead of new 
applicatons from others." 

"Application for the free list, as it 
stands from time to time, do not come 
before the Licensing Committee. Such 
applications and approvals are not 
included in the data analysed here. It is 
reasonable to suppose that the number 
of such applications and approvals 
might be considerable." 
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"Mr. Deshmukh's point was reported to 
be that this man, not yet 30, had been 
made Managing Director and given a 
conspicuously high salary which he would 
not normally have got but for his father's 
position. In holding that there was nothng 
improper in his appointment, Mr. Justice 
Das is believed to have based his verdict 
on the evidence of the industrialist 
concerned who testified that he had in his 
employ more than 125 young men 
drawing salaries comparable to the 
Minister's son." 

 
"According to another paper, the 

industrialist is said to have retorted that 
nobody could object to his exercising his 
rights as an employer and pointed out to 
the Rs.  2,000.00 ..." 

SHRI TRILOKI SINGH: Rs. 2,000. 
SHRI     RAJNARAIN:     It is two 

lakhs. 
"...-.salary drawn by Mrs. Dur- 

gabai Deshmukh, Mr. Deshmukh's 
wife as a Government employee. 
Mr. Deshmukh was reported to have 
been irritated by the tone of the 
industrialist's letter and the way he 
boasted about 127 highly connected 
young men and written to the Prime 
Minister ... , 
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SHRI A. G. KULKARNI (Maha-
rashtra): Mr. Vice-Chairman, we are 
discussing today the Hazari Report and 
there are two terms of reference. One is 
the licensing procedure and the other is 
the number of licences granted to Birlas 
during the last two years. So many 
eminent speakers have spoken today and, 
while leading my support to Mr. Bhupesh 
Gupta and Mr. Chandra Shekhar, I bring 
to the notice of the House that we should 
have so much heat generated on the 
political side of this problem. Let me take 
the House to the real, serious problem of 
the licensing policy and the need to 
change the same. The licensing policy has 
been evolved on the Directive Principles 
of the Constitution and the Industrial 
Policy Resolution has declared that there 
should be regulation of industrial de-
velopment and resources, that concen-
tration and monopoly should be avoided, 
that new entrepreneurs be ushered in, that 
small industries should be protected and 
that regional balance be maintained. If I 
go on the principles enunciated in the 
Industrial policy Resolution and look into 
the Hazari Report, I see an Uttar 
disappointment that the Government have 
not done anything and the licensing poli-
cy, by their present methods, is en-
couraging the big capitalists instead of 
being curbed.  If you see the picture 



 

of the licences issued and the quantum of 
licences issued, you will find that the 
large and medium industries have 
increased from 30 to 60 per cent in 
respect of the capital invested. What does 
this show? Is it going to help the small 
industries or other industries whatsoever? 
In this respect may I bring to the notice of 
the House the fact that all these things are 
being manoeurred by the big capitalist 
people by opening their liaison offices in 
Delhi. What I object to is the opening of 
these offices in Delhi, whereby they 
corrupt the officers and influence the 
Government's decisions. Licences are 
being blocked and the capacity is shut out 
to other small industries. In this context, 
may I bring to your notice that even in re. 
gard to industrial licensing there is a 
clause that ancillary industries will be 
taken up by the licensees under the 
Industries Act. The House will note with 
surprise that these ancillary industries at 
present are not there in practice. Whatever 
ancillary industries have been opened by 
these big capitalists belong to their sons-
in-law or other relatives, thus opening up 
a new avenue for getting more money. 

I may say that the Hazari Report has 
also brought out that Birla's licences have 
been obtained in various fictitious firms' 
names, which have got no existence, 
whose capital will match with Teja's 
capital or any other hoax company. May I 
say that while giving licences, if the 
policy had been rational, if the policy had 
been real_ these malpractices could have 
been curbed? I, therefore, plead with this 
House that there should be a basic change 
in the industrial licensing policy to suit 
our underdeveloped country and the need 
for this country to attain the socialistic 
pattern of society. In this connection, 
may I bring it for the consideration of the 
House that if you are to achieve eco-
nomic equality in a very short time and if 
you want to open opportunities to all 
new-comers and entrepreneurs, you will 
have to make a basic change and that 
change can be     made    by 

rigidly controlling and not by decon-
trolling the licensing procedure? You 
should rigidly control the licensing 
procedure in compartments. I may say 
that the big industries, up till now, for the 
last seventeen years have been thriving 
on a sheltered market in this country, and 
the consumer has been fleeced to earn 
more and more profits. In this respect I 
may suggest that a tight compartment is 
made that the large and medium scale 
industries in this country should export 
75 per cent of their production and then 
give them whatever concessions they 
want. Give them all the raw materials, at 
whatever international prices they de-
mand. Make them to export so that their 
up-to-date machinery and all their 
automatic machinery will be geared to 
this purpose. The rest of the production, 
mainly consumer items, should be 
distributed between the small-scale 
industries and the agro-industries on a co-
operative basis-May I again suggest that 
all food processing industries and all 
agricultural processing industries should 
ba reserved for cooperatives and these 
processing industries should not be open 
for any other type or sector, whether 
private or public? 

[THE DEPUTY CHAIBMAN in the Chair] 

I also bring to the notice of the House 
that we have got certain public sector 
industries, but unless we could devise a 
pufblic distribution system, we would 
again fall a prey to the same calamity 
wherein the traders and the capitalists 
take the benefit of shortages and increase 
prices to » great extent. In this 
connection, I may say that if a public 
distribution system is evolved and mainly 
co-operatives are used for distributing the 
daily needs of consumer items, the 
country will get fairplay and such types 
of calamities will not occur. 

I also bring to the notice of the House 
that all these things are being done 
because 99 per cent of the credit 
institutions are in the hands of these 
capitalists like Birlas. If I may say 
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so, the small industries, which require 
about Rs. 1000 to Rs. 3000 crores for 
their working capital, are getting barely 6 
per cent of their capital needs. I may also 
point in regard to big capitalists, if you 
look into the share market and the stock 
market, you will see that between 5 and 
10 per cent of the equity capital is raised 
out of the resources available from these 
banks and they are able to capture an 
industry worth crores of rupees. It has 
been found amply by the economics of 
this country that the small industries are 
investing 58 per cent of their equity 
capital in the industry. Please see the big 
difference. The small industry is 
investing 58 per cent and creating 
genuine interest in the industry, while 
these capitalists, with five to ten per cent 
of their investment, are capturing a very 
big industry. Thus they have got no stake 
in the industry. They have got no stake in 
this nation. They have got no stake in the 
teommunity. That is why I challenge this 
type of system. I do request the House to 
note that unless control is brought about, 
unless socialisation is done of these credit 
institutions, no such monopolies are 
going to be wiped out, there will be not 
only Birlas but others. There will be 
hundreds of Birlas if we are not going to 
control these credit institutions. That is 
why I say that this capital, after being 
brought from the credit institutions, must 
be socially controlled, must be controlled 
by the Government for the community. 
Otherwise, such types of things will 
always take place.   I again 

say that there is another 5 P.M.   
loophole.      Please    have      a 

look at the Directorate of the 
R.B.T., that is the Reserve Bank of India, 
i have seen the I.C.I.C.I. and all these 
things. Is there any iota of social thinking 
in all these directors? I have seen credit 
being denied to the co-operatives. Why? 
Because the Directors sitting on the 
Board have got no faith in the small man. 
They think he has got no credit 
worthiness, that the co- 

operators have got no experience. I bring 
it to the notice of the House that it is 
necessary that some radical change takes 
place in the thinking of the Government 
as regards the appointment of the 
Directors of the Reserve Bank of India or 
the I.F.C. or the I.C.I.C'.I. or the L.I.C. I 
will give you an instance. This L.I.C. has 
got an Investment Committee. Who is 
sitting on the Investment Committee? 
Had I seen a respectable man like Shri 
Chandra Shekhar sitting on the 
Committee, I would have thought that 
socialisation was coming in. 
(Interruption.) But such people will not 
find a place there. 

In this regard I bring another example. 
When I visited Japan and America I saw 
how the small industries were developed, 
how the credit institutions were utilised 
for the benefit of small industries. May I 
point out to this House that these big 
capitalists here give ancillary jobs in the 
engineering industry to the small 
workshops. They run their industry on 
the capital borrowed by the small 
industries. They are not taking delivery 
of the goods offered by the small 
industries run as ancillaries. Thereby the 
protection is not given to the small man. 
But in Japan and America the 
Government looks after the small 
industries. The Small-scale Industries 
Board has recommended all these things. 
But they are not coming up because of 
the present faulty method of the 
Government in industrial licensing and in 
industrial policy. 

I have got only one more point to say. 
While all these things are being done, I 
do say again that I am supporting another 
of my friend here, Mr. M. P. Bhargava 
when he says that Birlas are not only 
capable of pocketing the Congress 
people but they are capable of pocketing 
the Communists also because what does 
the latest example of Mr. Namboodiri-
pad show? A red carpet is being spread 
for them. That means, as Shri Babubhai 
Chinai also said, that all the State 
Governments are at the feet of Birlas. 
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SHRI BABUBHAi M. CHINAI: 1 never 
said that. What I said was that all the 
directors are amending the Licensing 
Committee. Therefore, they are taking part in 
it. All the State Chief Ministers want to 
develop their States and therefore they are 
also requesting Mr. Birla to come in. 

SHRI NIREN GHOSH: The hon. Member 
should know that after the disclosures in the 
Hazari Report the Chief Minister of Kerala, 
Mr. Nam-boodiripad, has written to the Cent-
ral Government that these licences need not 
be given. They do not want that they should 
operate there. That is the position. 

SHRI A. G. KULKARNI: I want to bring 
this to the notice of the hon. Member on the 
opposite side and I am giving this warning 
that the hands of these capitalist people are so 
long that they can even catch at your throat 
also. I request this House to consider the 
Hazari Report in this fashion and I would 
request the Government of India and parti-
cularly the Minister of Industrial 
Development, who have get all love for the 
small man, that unless you radically change 
your policy in the interests of the small-scale 
industries and .he co-operatives, no socialism 
is going to be attained in this country. 

SHRI NIREN GHOSH: Madam Deputy 
Chirman, much has been said about the 
figures and all the observations in the Hazari 
Report. I will confine myself to a few 
observations at first on the anomalies, 
discrepancies and all those things. 

The objectives of proper industrial 
licensing policy are as follows: 

(a) Minimising the net aggregate 
foreign exchange cost of the industrial 
programme and making the best available 
use of foreign exchange. 

(b) Minimising the total cost of the  
industrial programme. 

(c) Maximising   the  total  output 
(especially in the priority      areas) in   
relation   to   given      volume   of 
investment and materials. 
§14 RS—8. 

isut none of ihese objectives has Deen 
fulfilled by the Licensing Committee. The 
policy pursued by the Government has 
fulfilled none of these objectives. That is 
amply apparent from all those observations 
that beeu detailed before the House by tke 
different Members and which are before me. 
The facts brought t» light by the Hazari 
Report clearly point this out. Licences were 
given for imported components wortk Rs. 400 
crores or Rs. 500 crores with-ou inking into 
account the fact that this is not the end of the 
matter. When industries are set up, there is a 
recurrent demand for raw materials, spares 
and other intermediate products and this 
becomes a perennial drain o» the foreign 
exchange resources of the country in order to 
operate these firms. This perennial drain 
amounts to another Rs. 500 crores or Rs. 60» 
crores. None of these was taken into 
consideration. As much as 60 per cent of the 
project investment is for import components. 

The second point is, on the floor of the 
House the opposition raised the question that 
the licences have been cornered and the big 
business houses are getting the bulk of them. 
It was denied by the Government in 1983 and 
19-64. Now it seems that the Government 
misled the Parliament in denying that. It is 
fully evident from the Hazari Report. They 
have got the bulk. Only 20 houses have got 
almost 60 to 70 per cent of all the licences 
given and the major part of the investment 
proposed. • 

The Birlas utilising the State apparatus 
could strengthen their position in most of the 
sectors of industrial activity. The report 
highlights the point. Birlas spread their tenta-
cles throughout India in all the States. That 
means that they are coming t© have their grip 
on the different States of India. They are like 
an octopus gripping the Government of India 
as well as the State Governments. 

The licensing authority has become a 
hunting ground for corrupt officials. 
Otherwise how can the discrepancies 
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arise? Licences were systematically used for 
clandestine profits by some business houses. 
The Hazari Report has only touched the fringe 
of the problem, not the entire problem. All the 
skeletons in the cup board have not come  out 
in the report. 

Dr. Hazari noted, "the data on a number of 
applications and approvals analysed here are 
not expected to tally with those released 
periodically by the Ministry of Industry". So 
this means that the Ministry is doing 
something behind the back of the Licensing 
Committee, and it proves that >there might be 
some Ministers on the payroll of the Birlas. 
Otherwise how can such things happen that 
the Licensing Committee Report and the 
report released by the Ministry do not tally.. 
The House is entitled to know whether this is 
due to the tampering of the decisions of the 
Licensing Committee by certain officials of 
the Government or certain Ministers of the 
Government. Otherwise it is difficult to 
explain the discrepancy in the data on the 
number of applications approved by the 
Ministry and the Licensing Committee. 

Dr. Hazari's report also observed: "The 
distinction between the three types of 
licences, new articles, substantial expansion 
and new undertaking, is not always clear in 
the available papers. Errors of recording and 
taking down the data axe somewhat common 
in this area." Now, this is very serious 
allegation. It is clear, and anybody can 
understand the distinction between these. But 
the Ministry or the Licensing Commit, ee 
does not seem to be aware of this; it seems to 
be unaware like a sleeping baby. Yet 
licensing involving hundreds of crores of 
rupees has been approved. It is being 
deliberately kept vague as to what is meant by 
new articles, expansion programmes, etc. It is 
being deliberately done. There is sufficient 
ground to believe that the vagueness is 
deliberately kept by  industrialists  in  
connivance 

and Licensing Puiicij with the    
officials    to    misuse     the licences,  even    
secretly selling thera without  changing  the  
names  of  the owners. 

Dr. Hazari found that the Birlas were given 
licences in 55 cases even without supplying 
the import content of the products. How the 
licences could be sanctioned by violating 
every principle that was to guide them passes 
one's comprehension. Birlas got more than 
400 licences during the las: decade, half of 
which were not utilised. Still new licences 
were issued to them in order' to corner the 
market. This has been said. Cases of fictitious 
companies als» obtaining import licences are 
there. Dr. Hazari says: 

"There are as many as 119 cases with a 
foreign exchange allocation of Rs. 50 
crores which do not figure in available 
Licensing Committee data." 

Yet these licences were given. Wh> gave 
them, the Minister or the officials? Who are 
they? Dr. Hazari makes a statement of fact, 
but does not explain it. These things require 
to be known: 

" ... 29 were in cotton and coal for which 
there is a separate foreign exchange 
allocation procedure." 

Still it is there; yet for these the Licensing 
Committee allocated foreign exchange. It is 
strange how these things could happen at all. 

Then, Dr. Hazari gives an account of how 
Birlas entered into most of the industries and 
tried to corner them. That has been already 
narrated. There is need to study the entire 
problem and to find out the root cause of the 
scandal. 

Now, I will come to certain concrete 
things, is it a fact that an ex-Commerce 
Secretary, after retirement, took ' up a job 
with the House of Birlas on a pay scale of Rs. 
10,000 per month and is acting as their liaison 
in Delhi? It is for the Government to say. 



 

,. Then, as regards tax evasion, let me give 
you certain figures. Some time ago, the 
Income-tax Investigation Commission found 
out tax evasion on the part of the House of 
Birlas. It is not merely a question of getting 
more licences, but of malpractices of Birlas, a 
vicious demon which is a threat to the 
democracy of India, the House of Birlas, and 
it is soaked in malpractices from beginning to 
end, all through: 

Rs. Cotton 
Agents Ltd.     .    I crore 10 lakhs. Birla 
Brothers Ltd.      .    90 lakhs. Model Knitting 
Ltd.   .    15 lakhs. 
These are all Birla concerns. 
R. K. Kejriwal Groups, Rs. 

Binamdar of Birlas   .    24  lakhs 
Loyalka Groups . .    40 lakhs. 
Birla Cotton Mills Ltd.   2 crores. 
Orrient Paper Mills Ltd.   2 crores. 

These are the findings of the Income-tax 
Investigation Commission. And there is the 
question of how they cheated the public 
exchequer. When their Bharat Airways were 
nationalised, they had only an asset of 
something like Rs. 15 to Rs. 20 lakhs. It was 
inflated to Rs. 1,50,00,000 or nearabout and 
they cheated the public exchequer to that 
extent. For that purpose, they indulged in the 
practice of double invoicing. Here is the 
thing. I tell you, there is a purchasing agent in 
Washington. This is a set of double invoices, 
this is the copy. 

AN HON. MEMBER:   What is this? 

SHRI NIREN GHOSH: This is the invoice 
of the Birla House; it is a copy of the double 
invoicing that they have indulged in.   Here it 
is. 

Now, there is another thing. You will see 
how they indulged in malpractices. This is as 
regards the Orient Paper Mills. This is a letter 
written by Mr. P. N. Lala to the Manager of 
the Orient Paper Mills at their Calcutta 
Office:— 

"My dear Kanoriaji, 

I am enclosing herewith a copy of Mills' 
letter No. SLS/1/2471 dated   18-8-54   in   
connection   with 

the  rates  we  revised for  Calcutta 
Distributors. 

As we have no record to show central 
Excise authorities regarding the changes in 
rates, please arrange to send me per return 
copies of your letters to the parties (VLT, 
NTC, Ashok Trading Corporation and the 
Distributors) stating about the revision in 
rates by you. The letter should be back-
dated and numbered and should also be 
corresponding to the numbers in force then, 
i.e., in August, 54. We have been charging 
these sPecial rates till very recently as per 
our letter , stated above, i.e., from August, 
54 onwards. If you like, you may also send 
us original letters from the parties, which 
should also be back-dated as 16.8.54. 

Please treat this as extremely urgent as 
we are expecting a checkup of all our bills 
and acceptance notes by the Excise 
authorities for supplies made during the 
period when ad valorem duty was enforc-
ed." 

Messrs. VLT, NTC, etc. are all Birla 
binamidars. This is another Birla thing. About 
the Kejriwal Groups, I have already 
mentioned. Then there is the case of their mill, 
.the Birla Textile Mill, at Bhiwani, It is a 
recent case. 

"It is reliably understood that due to the 
fraudulent means adopted by this textile 
mill the exchequer has suffered a loss of 
about Rs. two lakhs in excise duty due to 
unauthorized changes made in production 
specifications of dhoties by the mill; the 
length of dhoties were changed from the 
authorised 4J- metres to an unauthorized 
3} metres. 

Acting upon information from 
undisclosed source, Central Excise men 
carried out a surprise inspection of the mill 
premises a few days ago and unearthed the 
fraud that was being perpetrated on the 
Government as well as the people of the 
country." 
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SHRI NIREN GHOSH: Do not go in 
for that. I have already explained it. What 
about the Rajasthan power? After Mr. 
Sukhadia could not be sworn in and the 
President's Rule was proclaimed, how 
did it happen that power was given at the 
cheapest rate at a terrible loss to the 
exchequer on advice from the Centre? 
May I know, Sir, which Cabinet Minister 
is involved in this deal and which high-
Placed •fficials are involved in it? 

Madam, would they conduct a probe 
into the number of sons and relations «t 
the Cabinet Ministers employed by the 
houses of Birlas and others? Some 
Members have said, take all the houses 
together and not the Birlas separately. I 
know, Madam, the monopoly groups 
together rule the country ana the Confess 
executive is merely a rubber stamp. So 
now that it has come to light it is better to 
order a probe. Take the house of Birlas 
singly. They feave escaped punishment 
for the last twenty years by manipulating 
the government machinery and this is the 
first time that the scandal has been 
exposed in a big way. Madam, two 
"volumes, "Mysteries of the Birla's 
House", were written by Dev Jyoti 
Burman exposing tax evasion by Birlas to 
the tune of crores and crores of rupees. Is 
it not a fact that not a single of that book 
can be found in the Parliament library? 
Though all those things may have become 
old, but Members of Parliament know 
that. It was hushed up somehow or other. 
It was a terrible loss to the exchequer. But 
they manage^ to do these things. The 
allegation never saw the light of the day. 
Birlas bought all those copies. So that is 
how the house of Birlas is functioning. 
Therefore, let the Government take the 
two Houses •f Parliament into their 
confidence and conduct a probe. 

Madam, the Hazari Report is not a very 
strong one. It has made some bold 
statement. Many important things are 
missing, it is true. But the important thing 
is that it has served to highlight all the 
malpractices and machinations of Birlas. 
Therefore, let us not say that we take all 
the 

houses together. Therefore, I demand let 
this House be seized of the matter of the 
house of Birlas in view of the fact that 
the Birlas have Cabinet Ministers on their 
pay roll, that they have a Birla lobby 
inside Parliament and have several State 
Governments under their grip. I demand 
a thorougk probe either by a 
Parliamentary committee or a Vivian 
Bose type of Commission. Ali their 
malpractices should be processed. The 
Government of India is deliberately 
avoiding the demand for a probe. 
Whatever Mr. Fakhruddin Ali Ahmed has 
said is a clear indication that the 
Government is determined to bypass the 
thing. Let me tell the Government that 
unless they order a through probe into the 
whole affair, the entire Cabinet will be 
under suspicion and the people of this 
entire country will never have confidence 
in the honesty and integrity of this 
Cabinet. Let it be understood. Unless you 
conduct a probe by a Parliamentary 
Committee or a Viviam Bose type of 
Commission so that they can get hold of 
all the connected papers, the Government 
will prove to the hilt that all these 
allegations made on the floor of the 
House are correct. Unless they do that the 
people of the country will understand that 
they hava hushed it up. The issues are 
great. The issues are serious. So there 
should not be a denegation It is not a 
question of procedural changes or the 
setting up of a committee in order to hush 
up the whole thing and throw a blanket 
over the whole thing. The Birlas have 
been exposed. I have detailed all their 
malpractices. I have cited specific cases 
precisely in order to strengthen my case 
that a thorough probe must be conducted 
in the house of Birlas by a Parliamentary 
Committee or a Vivian Bose type of 
Commission. I have not made any vague 
allegations. I have given some specific 
cases. 

I would in .conclusion say that the 
Government should accept this demand 
or they would stand condemned at the 
bar of public opinion. Madam, whatever 
the Government may get passed through 
their votes, no    Member of 
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Parliament will have faith in them*. They 
may issue whip and through the sheer force 
of that whip may get anything done, but 
many Members tell us in the Lobby—I do 
not want to mention their names—that they 
are not happy. Unless this is done, the 
honesty and integrity of the Central Cabinet 
remains a big question mark. A question mak 
has been put about it. Beware of it. Whatever 
you may be able to do by voting, but voting 
will not clinch the issue. You will be known 
as being in the grip of Birlas. A thorough 
probe must be conducted. Till such time all 
the licences issued to them which have not 
been utilised should be frozen. No further 
licences should be issued to the Birlas, and if 
possible, the concerns that have been caught 
red-handed in the matter of tax-evasion 
should be taken over by the Government. 
This is the least that we can do till the 
enquiry is conducted; otherwise nobody 
would believe you, howsoever you may try 
io whitewash the Birlas. With these words I 
conclude. 

S
H
R
I

 A. G. KULKARNI: It is said in the Hazari 
Report. 

SHRI R. K. BHUWALKA: Yes, but they 
are not under the Birlas. 

SHRI BHUPESH GUPTA; How do you 
know? 

 
Suppose I am Ram Kumar Bhuwalka, how 
can you say the Birlas control me? I am a 
person, not a limited company. 
SHRI BHUPESH GUPTA: But can you deny 

that Ram Kumar Bhuwalka. 
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"Within the limited period of six months 
allotted for this study, it was not possible 
to examine the extent to which 
implementation of licensing policy has 
subserved the objectives  indicated  
above.'' 

"A complete embargo on {he growth of 

the large groups would be suicidal in the 
present context. Their investment 
programmes are integral to the overall 
development efforts, and are 
complementary to the public sector 
programme. Their existing undertakings 
can expand at a cost lower than that of new 
undertakings, without requiring a propor-
tionate expansion in overheads and without 
involving all the difficulties of starting from 
scratch. There is no justification for 
allowing the managerial, financial and 
output capacity of the large groups to go 
waste. Moreover, the public sector 
programme itself would be endangered if 
the suits which are part of large groups are 
not allowed to expand. If Tata Steel, Indian 
Iron, A.C.C, and Tata Loco, for instance, 
are not allowed to expand there would be a 
shortage of steel, cement and engineering 
goods required for the public sector. 

Risks are inherent in growth but there is 
a point beyond which it is unwise to take 
risks. One could think "in terms of 
imposing severe   restrictions   on   the   
growth 

and Licensing Policy of the large 
groups if one were reasonably confident 
that other, i.e., small and medium groupi 
independent and new industrialists, and the 
State could set up and expand a wide 
variety of large-scale industries with a 
speed and efficiency comparable with that 
expected of the large groups. There are no 
grounds for suck confidence." 

"Government spokesmen claimed at one 
time that the policy of licensing a large 
number of new units in each industry was 

meant to disperse economic power. This 
policy was ba?ed upon a complete mis-
understanding of the concept and origin of 
economic power. It might have been 
appropriate in dealing with a monopolistic 
situation, but not for curbing the growth of 
the kind of concentration which exists in 
India. It is hardly surprising, therefore, that 
the policy has failed to  achieve  its  stated  
objective. 

The implementation of this policy has 
actually left a legacy of uneconomical, 
amall^sized plants, to say nothing of the 
high foreign exchange cost it has entailed. 
T» avoid repetition of this experience, 
Government must insist* upon economic 
size of plants and the attainment of certain 
minimum levels of efficiency while giving 
licences and assistance to medium groups. 
If monopoly or near monopoly, in the 
traditional sense of the term, is thereby 
promoted or tolerated, it should be clearly 
recognised that this is the necessary price 
which has to be paid for modern techno-
logy, till such time as the size of the market 
for individual products expands sufficiently 
to permit economic working of a large 
number of each product." 

 

 

on is   connected   in   Calcutta   with     the 
Birlas and that Mr. Birla took him to 
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THE DEPUTY CHAIRMAN: Mr. 
Govinda Reddy. 

SHRI M. GOVINDA REDDY: 
Madam  Deputy   Chairman     .... 

SHRIMATI YASHODA RBDDY: 
Madam Deputy Chairman, we kare not 
had a chance to speak. It kas been a 
men's day. 

THE DEPUTY CHAIRMAN: Tfc»y 
are  doing a  manly job. 

SHRI BHUPBSH GUPTA: I gun? 
ladies  should  be  allowed  to   speak. 

THE DEPUTY CHAIRMAN: To-
morrow will be ladies' day. 

SHRI M. GOVINDA REDDY: May I 
continue? 

THE DEPUTY CHAIRMAN: Please 
also finish your speech at 6 OClotk. 

SHRI M. GOVINDA REDDY: 
Madam Deputy Chairman, we are dis-
cussing the Interim Report; it would, 
have been better if the full report had 
come before us; then the discussion 
would have been more fruitful. 

The author of this report has bee* 
under a handicap admittedly; he -did not 
get the relevant facts; he did not get the 
full data, and he had t» work on 
incomplete statistics and incomplete 
information. So to base conclusions on 
incomplete data and insufficient material 
is not quite correct. But all the same he 
has draw* some conclusions, and from 
his report and for want t of time, Madam, 
I am just listing some of the important 
conclusions, which he has come t«, 
without developing them. (1) N» attempt 
to appraise the role and purpose of the 
changing industrial environment has been 
made but evaluation has been confined 
only to pr»«e-dures and allied matters. (2) 
Det-ciencies in follow-up action after 
issue of licences are many and Taried. In 
(a) to (e) of paragraph !•*> 
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"(a) projects of larger size have become 
more frequent, 

(b) the import component has declined  
slightly, 

(c) 'new articles' account for a 
relatively larger proportion, one-third  
against  one-tenth  of  applica- 

, tions, made as well as approved, and their 
share in total investment has also 
increased, 

(d) the share of the two top industrial 
states, namely Maharashtra and West 
Bengal, in proposed investment has visibly 
declined, though this is more true of West 
Bengal, than of Maharashtra, and 

(e) the share of large 
sized groups in the number of applications 
and investment applied for has increased 
and their' share in approvals has risen 
slightly to about 30 per cent of the number 
of applications and 50 per cent of the 
proposed investment." 

He has drawn other conclusions, that most of 
the applications are for small amounts of 
investment, that more than two-thirds of the 
investment is in projects above one crore of 
rupees, which works out to only 14 per cent of 
the applications that cases pending with the 
Capital Goods Committee are more than one 
year old, that procedure for considering 
applications is not uniform, that the procedure 
in approving projects amounting to two-thirds 
or more of the proposed total investment is 
different from that of the normal procedure for 
licences; that, is the procedure adopted in the 
case of more than two-thirds is different from 
what is prescribed for issuing licences; that 
the Planning Commission has laid no guide-
lines and there has been no official insistence 
on feasibility reports, that there is absence of 
well-ordered priorities. 

Tkese and other deficiencies, he says, 
cannot be overcome by procedural or 
administrative changes. He further says that 
applications for the free list ia not come at all 
before the Licensee Committee, that only 
rejection* do 

come but that it is not obligatory on the 
Licensing Committee to decide OR the 
rejections and that only those industries which 
come under the merit list come before the 
Licensing Committee. But the author of the 
report finds that the data are incomplete even 
as far as this merit list is concerned. Then the 
author of the report finds that the private 
sector accounts for the bulk of output, income 
and savings, and that the public sector 
accounts for an investment of 15 per cent of 
the national income but an output of only less 
than 2 per cent of the total output of the 
indtfstnesTit the country, and that in larga 
projects, two-thirds or more of investment are 
subject to ether than the normal procedure lor 
of licences. 

I cannot develop my argument on these 
points because they are self-evident,  and also 
for want  of time. 

Now the other point I come to is about tire 
Birlas. I think that the author of this Report 
has not been fair in taking only one of the big 
business houses or industrial houses. It has 
been done so much so that today our 
discussion appears to be a debate on the Birla 
House and not on the Report. This is not fair. 
The author has mentioned the house of the 
Birlas as second in order among the business 
houses. The first one is some other concern. I 
do not name it. He lists this one as the second 
in the order. Why he has chosen the Birlas for 
this Report is perhaps due to the large number 
of licences that the Birlas have secured. While 
referring to the Birlas the author has given 
them some compliments also. He has been 
very positive about their astute management 
and he has paid them compliments for not 
having any import-components. In the 
beginning there were some impoi t-
components, but later they did not have any 
import-components. And then he compliments 
on their diversification of industries and their 
managing them in such a manner as to get 
quick returns. Thi* has built up a halo round 
the name of the Birlas.   These are positive 
compli- 
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[Shri M. Govinda Reddy.] -merits 
which the  author has mentioned.   He has 
also pointed out the de-facts. He has said 
tht during the year 1965-66, out of 938 
applications 376 of the Birlas have been    
approved.    He also says that on some of 
these applications data is not available.    
Some 51 of them had no import-
components and 209 did not reach the      
Capital Goods Committee.   I am not 
going into all these details.   When we 
judge the performance  of any     business  
house we have to do it against the     back-
ground of our country and our industrial 
policy.   Ours \* a mixed oconomy and in 
a mixed economy, according to the 
Government's Policy    Resolution, a 
sphere of industries is assigned for the 
public sector and the rest of   the sphere is 
left for the private  sector. And as far as 
the private     sector is concerned the 
Government can only prescribe the 
procedures for    issuing licences etc.     
They can only regulate them by 
procedures. They cannot say how many of 
the industries     should take their licences, 
and put a limit on the number of licences.   
I can understand the demand and I am a 
socialist myself.    If we want a Socialist 
State then we should have the industries, 
at least those of them which are related to 
the welfare of the nation, in the public 
sector.   If we allow a sphere of industries 
to the private sector then how can you say 
that certain industrial firms should have 
only so many licences?    Why should 
they not have more licences?    Why 
should not have the Tatas have more 
licences?    If   I .am an industrialist, I can 
ask why   I should not have  more 
licences?  One argument  against  the  
Birlas is  that they have used influence.     
I do     not know, but it is a     well-known   
fact that nobody can get a licence without 
using either the influence of men   or 
money.  Let alone business licences. If 
you, Mr. Vice-Chairman go not as a 
Member Of Parliament but as an ordinary 
person to the railway station and to the 
booking office there, you cannot get a 
berth booked.   You will be told that one 
month ahead seats     are booked.   You 
have to use the influence 

i of either men or of money. If you want 
your boy or girl to be admitted into an 
engineering college or to a medical 
college, then you will have to bribe 
somebody or bring in influence. It is not 
called a bribe but it is called by the 
dignified name of donation. If you want a 
bed in a hospital you cannot get it without 
the influence of somebody. Even for 
these ordinary things the influence of 
men or money comese in. How much 
more will -this be the case in the matter 
or licences ? 

AN HON. MEMBER:   They are the 
norms of your Congress rule. 

SHRI M. "GOVINDA REDDY: They say 
the Birlas use influence to get licences.     I 
do not deny that for a fact. But that is the 
case with every industrial concern or 
industrial house. It is not something peculiar 
to the Birlas. I am not concerned about the 
allegations made against the Birlas outside 
the report.   I do not know.   They may not 
be relevant.   I am not for condemning them 
for what is happening    in the case of all 
generally.   I    am not one of those who 
approve irregularities like the evision of 
income tax   or the using of political 
influence     for getting all these things.   But 
this is a fact which we have to face that 
thesft|» things  are happening.    Can 
anybody point out that even one licence    
can be  secured without  the use of some sort 
of influence or the other?   So this is the 
position, 'if the family of Brilas or if the 
Birla concerns have secured a number of 
licences, I do not think that we should 
condemn them on that ground alone. 

AN HON. MEMBER: He justifies it. 

SHRI M. GOVINDA REDDY: If they 
use wrong methods, if they shut out 
others by unlawful methods, if they offer 
bribes for getting these licences, then I 
can understand our condemning them or 
disapproving them or castigating them.   
But unless it is 
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[Shri M. Govinda Reddy,] 
industries in the private sector, then these 
business houses must run these industries 
in the private sector. 

AN HON. MEMBER: Just as they 
like? 

SHRI M. GOVINDA REDDY: Not 
just as they like. You regulate them. You 
tax their products, control the labour 
conditions. Control the prices. You have 
your price control. Do everything you 
like. If they evade income-tax then 
punish them. But nobody can be accused 
simply because he is rich or simply 
because he has 

the capacity to run the industries or « simply 
because a group of people have   _^-
industries all over the country.   I d<> not 
think it would be reasonable.    It •would  be  
unfair  to  these     business houses. 

THE VICE-CHAIRMAN (SHRI M. P. 
BHARGAVA): The House stands 
adjourned till 11 A.M. tomorrow. 

The House then adjourned at one 

minute past six of the circle till eleven 
of the'clock on Tuesdaa(the 30th May, 
1967. / 
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