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Budget discussions and also in the other 
House on some other occasions that his 
intention is to streamline the administration, 
to make the provisions more effective in 
implementation and I think in the coming 
years we will see the effect of it. 

As for the point raised by the other hon. 
Member, I do not think how that matter is 
relevant. According to the strict parliamentary 
procedure, if he wanted to raise a very small 
issue of a specific nature, he should have in-
formed me earlier so that I would have been 
ready with the information about that 
particular matter. He may have some very 
secret sources and he may have the 
information but I do not have that 
information. I have an open source, I could 
have got the information and I do not know 
just now the relevance of that matter because I 
do not know what that matter is connected 
with, whether it is taxation or whether it is 
something else but he has tried to connect the 
Finance Minister with T. T. Krishnamachari 
and Company. This is a well-known fact here 
and outside that he had long back dissociated 
himself from the business and the business is 
carried on by his sons and others and as in 
regard to other companies, that is subject to 
all the regulations and rules of the 
Government. As he himself says that the file 
is with the Prime Minister—I do not know 
about it— but certainly all this matter, if there 
is anything, will be looked into by the Prime 
Minister and this goes to prove that the 
Finance Minister is the last person to have any 
favour in respect of any company with which 
his name is associated. If at all, all the regu-
latory powers or principles will be applied to 
that matter more rigorously than others. More 
than that I cannot say. I am sorry that the hon. 
Member raised this question over a matter like 
this and tried to connect with the Finance 
Minister but I think I should like to dispel this 
and say that personal considerations will not 
weigh in the administration of this 
Department 

and, I think, the facts, as they are, the 
implementation of these tax laws, the policies 
and others go to prove that the Government is 
only concerned with the national interest and 
not with v the interest of anybody. With these 
wopds I move this Bill for consideration. 

THE DEPUTY CHAIRMAN: The question 
is: 

"That the Bill to provide for the 
continuation and validation of proceedings 
in relation to Government dues and for 
matters connected therewith, as passed by 
the Lok Sabha, be taken into 
consideration." 

The motion was adopted. 

THE DEPUTY CHAIRMAN: We shall 
now take up the clause by clause 
consideration  of  the Bill. 

Clauses 2 to 7 and the Schedule were 
added to the Bill. 

Clause 1, the Enacting Formula and the 
Title were added to the Bill. 

SHRI B. R. BHAGAT: I move: 

"That the Bill be returned". 

The question was put and the motion was 
adopted. 

THE   INDUSTRIAL  DEVELOPMENT 
BANK   OF  INDIA  BILL,   1964— 
continued 

SHRI C. M. POONACHA (Mysore): 
Madam Deputy Chairman, I wholeheartedly 
welcome this Bill. It has been very wisely 
conceived, very ably drafted and, may I say, 
the Bill which is now brought before the 
House is very propitiously timed? As the 
Minister himself was explaining to the House 
at the time of introducing the Bill, about the 
need in a big way to provide sufficient credit 
facilities to the Various growing industries in 
the country, it is needless for me to go into 
those very arguments he so very ably 
marshalled before this House. 
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Madam, we have been profiting by certain 
experiences; we have gathered rich 
experience during these past ten or twelve 
years in the matter oi giving the much needed 
impetus to the development of industries in 
this country, providing the necessary credit 
facilities, to get the necessary technical know-
how, to train the personnel for various jobs at 
various levels to man these industries and all 
this has led to a stage from where we have got 
to take a bold step now, a further bold step in 
the direction of industrialising this country in 
a much more vigorous way than we have been 
doing all these years. That takes us to the 
position as to how we could do such a thing. 
In that, the main, the primary consideration 
would always and naturally be that of finance. 
We have the experience of having set up 
certain institutions to finance the industrial 
growth in this country. Reference has already 
been made to the Industrial Finance 
Corporation of India, to the Industrial Credit 
and Investment Corporation of India and what 
not, and if we could take a cursory glance 
over the performances of these various insti-
tutions during the last several years, we come 
to know that they have not been able to do 
much so far as the requirements in the country 
are concerned. 

The task before us is stupendous, but the 
facilities, the necessary aids that we are 
providing for are not to the extent required. 
The details of the performances of the various 
institutions, such as the Industrial Finance 
Corporation of India, the Industrial Credit and 
Investment Corporation of India, the 
Refinance Corporation of India and the State 
Financial Corporations, have all been given in 
this report of the Ministry of Finance, and in 
that we could see that after the inception of 
these various institutions the amount actually 
disbursed for the development of industries in 
this country has not been to the extent we 
need the finance, has not been to the extent 
the demand in the    country.    There- 

fore, there is an absolute need for an attempt 
to provide these industries with sufficient 
credit facilities in a i>ig way, and also to co-
ordinate the functions of some of these very 
institutions which, in a way, were 
overlapping. 

Therefore, this Bill has been very wisely 
conceived and very timely introduced so as to 
provide increased credit facilities and also to 
effect a certain amount of co-ordination, and 
over and above this—provision has also been 
made very wisejy for planning and to conduct 
research, and to do such other things which, 
normally, an industrial concern by itself 
would not be able to do. 

So these are the main functions that this 
Industrial Development Bank is supposed to 
do, and in that one could always see the bright 
hope of providing the much needed credit 
facilities for the development of industries in 
this country. And may I say Madam that, 
while the task ahead of us is a stupendous one 
so far as the development of industries in this 
country is concerned, the way this Industrial 
Development Bank is going to be provided 
with resources has been rather a bit halting? I 
am not satisfied with the proposal that is 
contained in this Bill to provide a capital of 
only ten crores of rupees to start with. This is 
totally insufficient keeping in view the 
requirements that this particular bank will 
have to cater to. There are various provisions 
in the Bill to provide sufficient resources for 
the functioning of this bank, no doubt. And 
what are those resources? The resources are 
that the Reserve Bank itself can grant loans. 
The bank can raise money in the market by 
sale of debentures, and what not. It can earn 
interest on the loans and advances. It can earn 
commission by discounting bills and other 
things. These are all the various ways and 
means position for raising resources for this 
bank. But, Madam, it would take quite a time 
for the bank to augment its resources to the 
extent the demands are there 
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[Shri C. M. Poonacha.] The  demands  
would  be     immediate and pressing and in a 
very big   way. 

Now we have as many as fifteen State 
Financial Corporations—more or less every 
State has a State Financial Corporation. We 
have as many as seventyeight. Scheduled 
banks, and each of them, in its own turn, has 
done sufficient financing of industries in this 
country. We have quite a large number of 
State Co-operative banks—each State has 
one—and then there are very manj' other co-
operative institutions which are also assisting 
in the development of industries in this 
country. Taking into view all the various 
institutions which this bank has got to finance, 
the provision of a capital of ten crores of 
rupees to start with is, in my opinion, not at all 
sufficient. It would only indicate that, while 
we desire very many big things, we often-
times are inclined to take a halting step and 
thereby not fully justify the intentions or the 
objectives that this Bill has in view. 
Therefore, I would humbly suggest that 
Government, if they mean real and serious 
business, should start this institution with a 
minimum subscribed capital of fifty crores of 
rupees as mentioned in this very Bill. To start 
with ten crores of rupees and then go through 
all the procedures for seeking additional share 
capital from time to time would always 
indicate a certain amount of weakness in the 
whole scheme of things. At the same time it is 
not going to create the desired type of 
enthusiasm in the country, the necessary 
climate in the country that such a measure 
should always evoke. That would  be my first 
point. 

Then I come to the other point and that is 
about management. I should think that the 
proposal contained in this Bill to have this 
organisation under the broad canvas of the 
Reserve Bank is a very very wise thing, and I 
am very happy that with this background we 
are going to start this Industrial Development 
Bank. But while this is quite acceptable, the 
other suggestion to say that the same 

Board of Directors of the Central Board of the 
Reserve Bank would continue to be directors 
of this Industrial Development Bank is not 
sound and happy for reasons more than one, 
and much more on practical grounds. I should 
think that there should be a separate Board of 
Directors. Otherwise it reduces the strength of 
the entire scheme contained in this Bill; it 
weakens the whole thing to a great extent 
because, at every stage, the policies and the 
various important decisions that this board of 
directors would be taking from time to time 
will have to have the approval of the Reserve 
Bank itself, and in certain matters approval of 
the Government also. It would reduce the 
whole arrangement into a position of force 
when we say that the same persons who sit as 
Directors of the Industrial Development Bank 
would take decisions and again go and sit in 
another room as Directors of the Central 
Board of the Reserve Bank and then ratify or 
disapprove of the earlier decisions taken. It 
would look rather ridiculous, if I may be 
permitted to say so. 1 P.M. 

Therefore a certain amount of autonomy 
should be given to this Industrial 
Development Bank and its Board of Directors 
should be distinctly separate. Also a certain 
number on the Board of Directors should 
consist of functional Directors charged with 
specific duties. Otherwise what would happen 
is this. Most of the specific duties envisaged 
under this Bill would have to be the charge of 
some of the existing functional Directors of 
the Reserve Bank. In addition to their own 
duties they will have to take on the other 
specific duties envisaged in the scheme of 
things in this Bill, and that will be an additio-
nal charge. Whether they will have sufficient 
time to bear the additional burden, whether 
those who are already burdened with very 
heavy and onerous duties relating to the affairs 
of the Reserve Bank, would find sufficient 
time and energy to take up the additional  
responsibilities of the In- 
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dustrial Development Bank, is doubtful. What 
will happen? To start with, the scheme may 
look beautiful and sound, but it may not 
proceed, with that amount of vigour that we all 
wish for and that we all would like. Therefore, 
my suggestion would be that all the Board of 
Directors of the Industrial Development Bank 
should be separate, that they should form a 
distinctly separate Board. This bank is, of 
course, a subsidiary of the Reserve Bank and it 
will be under the broad canvas and control of 
the Reserve Bank. And that is very good. But 
the management should not be the same, 
because in that case from many considerations, 
the administration would not be successful to 
the extent that we desire. Again there would be 
an element of doubt as to whether the 
vigilance and control which we are going to 
exercise over this institution would be properly 
administered. That is the crux of the problem. 
Therefore, I suggest to the Government to 
seriously consider this point and find out 
whether a separate Board of Directors should 
not be constituted for this Industrial 
Development Bank under the scheme that they 
have  already drawn up. 

As for the other things, I wholeheartedly 
welcome them. There are specific functions 
which are mentioned as the charge of the 
Industrial Development Bank, like research, 
market surveys and so on. Madam, this is a 
right step in the right direction. In clause 9 it 
is stated that among other things the functions 
of the Industrial Development Bank will be— 

"undertaking research and surveys for 
evaluating or dealing with marketing or 
investments and undertaking and carrying on 
techno-economic studies in connection with 
the   development   of   industry;''. 

As I was saying, experience has taught us 
that the pattern of industrial growth in this 
country has not gone on on a broad-based 
paitern. In certain  specific lines  industrial 
deve- 

lopment has taken place while in certain very 
essential lines the industries are not able to 
take firm roots in this country, because of lack 
of capital, lack of technical know-how, lack of 
certain assistance and aids that are required 
from the Government or the community. In 
that regard, this kind of research will certainly 
reveal the various gaps that we have in the 
pattern of industrial growth in this country. 
Besides, I would perhaps lay specific 
emphasis on the need for developing such 
industries which have a close bearing on food 
production in this country. Unfortunately, 
entrepreneurs in this country have always 
looked—and this happens naturally in every 
country— to the profit element in the various 
investments they make. Wherever !he profits 
have been substantial, attractive and lucrative, 
those lines have been taken up and the course 
of investments have gone only in that 
direction, while certain priority industries 
could not get that amount of facility and 
encouragement that they needed, because of 
the fact that the profit yield was rather low. 
Probably, certain types of industries took 
greater time to augment its own resources or 
to earn sufficient profits. Therefore, the 
enthusiasm and incentive to develop such 
lines of industry were not there on a large 
scale. So the duty of this institution would be 
to take up such industries and to give special 
assistance for the development   of   such   
priority   industries. 

THE MINISTER OF PLANNING (SHRI B. 
R. BHAGAT): That is mentioned there. 

SHRI C. M. POONACHA: Yes, I shall come 
to that. Therefore, what I want to suggest is 
that in the categorisation of such industries, 
those industries which have a close bearing on 
food production in the country, will have to 
be given top priority. We have been all 
hearing how food production in this country 
has not touched the desired target. There is 
serious short-fall in every direction and this is 
mostly due to the fact that certain 
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[Shri C. M. Poonacha.] basic mechanised 
programmes could not be undertaken as far as 
agriculture was concerned. Because the 
required machines were not either produced in 
this country or no entrepreneur was coming 
forward to establish such industries. 
Therefore, we find there was a total neglect of 
the development of those particular types of 
industries which would assist the production 
of food in this country in a direct way, in a 
more vigorous way. Therefore I desire that 
this institution should certainly give the top-
most priority to those types of industries 
which have a direct bearing on food 
production   in   this   country. 

Next, and in the same line, you have the 
food processing industries. We have abundant 
scope for a variety of food processing 
industries. It has been mentioned to me when 
I had occasion to visit the Central Food 
Technological Reserch Institution at 
Mysore—CFTRI—that a good many of the 
results which they had standardised in their 
laboratories in this research station have not 
been taken advantage of by the industrial 
sector. Though they had tried to put them 
through and they had worked out the 
economics of the process, and proved its 
success, yet the enterprising effort is not at all 
there to take advantage of the various research 
results obtained at the CFTRI. As far as the 
food processing line is concerned, our country 
requires colossal quantities of these processed 
foods. Modern processing has a variety of 
other things connected with food production 
and so the food processing should be in the 
line of priority items of industry which will 
have to be helped directly by this Institution. 

• Now, Madam, some care has to be taken in 
the direction of planning. Rightly or wrongly, 
in the matter of planning also, if we were to 
conduct a survey of the way industries have 
developed  in this country, we would 

find that in certain areas there is a heavy 
concentration of industries. Industries have 
been allowed to concentrate in certain 
specified areas. That also is not a healthy sign 
and the dispersal of industries and the rural 
industrialisation programme should also be 
the main concern of the Bank which is now, 
under this Bill, to he established. 

Coming to one or two other very minor 
points, Madam, I would refer to what we call 
a very minor point coming under the heading 
miscellaneous. You will find, I think, in 
clause 26 (2), a very interesting proposal. To 
start with, the required officers as well as the 
ministerial staff would be provided from out 
of the staff of employees and officers now 
working in the Reserve Bank of India itself. 
Naturally it has to be so, it could not be 
otherwise because you cannot start an 
institution like this with inexperienced staff. 
We should have experienced officers, 
experienced misterial staff, accounting 
sections and what not but what is worrying me 
is this. As it has happened in very many other 
sectors, whenever you have such bifurcation 
and the staff is put on to a new organisation, 
there is an argument to say that it is deputa-
tion, on foreign service and to claim the 
deputation allowance of twenty per cent, 
straightway. Now, working under the same 
roof, probably in the next room, by merely 
providing a separate compartment of an 
Industrial Bank organisation working under 
the roof of the Reserve Bank of India, the 
officers, the staff and others getting a twenty 
per cent plus on their emoluments would not 
be in keeping with the spirit of the Bill that we 
have before us. This has led to a variety of 
complaints, an unending variety of 
complaints, this particular procedure of 
granting deputation allowance to staff whose 
services are lent to other organisations. One 
can understand if by such deputation one has 
to change his place of residence, one has to go 
away from his place o'f residence and 
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thereby incur inconvenience of distant place 
travel. One can understand such a proposition 
but in this case, I am sure the officers 
connected with the formation of the Bank in 
the initial stages will take due care to see that 
such things do not happen. I am not 
complaining1 or grousing against this grant of 
twenty per dent, but this practice has led to a 
good amount of abuse. It has led to a certain 
amount of favouritism. An officer goes and 
the entire line of his favourites are picked up 
and it is only they who get this twenty per 
cent. Then there is such a clamour and rush 
for this deputation business, influence is 
brought upon from every quarter to have a 
person sent on deputation. This would to start 
with, be a very unhealthy beginning and I am 
sure that such a thing will not be allowed. 
Whatever it is, the terms of deputation should 
be on the very clear understanding that 
whatever haw been the emoluments now paid 
to the officer or the ministerial staff in the 
Reserve Bank would be the emoluments and 
nothing else. Otherwise, to start with. I am 
sure there would be a good deal of 
murmurings which you will hear. I would 
very much wish that such things should be 
and could be avoided.      ' 

Then again there is a very small point in 
clause 27 in which by a general or specific 
order the Board may delegate to any 
commitee of directors or to any director or to 
any officer or other'employee of the Deve-
lopment Bank such of its powers as it may 
deem necessary. I can understand this 
delegation of powers for a specific purpose 
and this could be done up to the level of the 
officex' class but I do not understand why 
they have thought it proper to extend it to 
other employees also. I do not know whether 
the ministerial staff is expected to take the 
responsibility of discharging delegated 
authority. This is wrong. I think this is a 
matter which must be looked into. It is not 
necessary,  uncalled  fors  that  such   a 

delegation to lower level employees should 
be there. It could be as far as the officer level 
is concerned. We can understand that the 
officer needs to be given a certain amount of 
power and so the delegation of powers may 
be there but it should not be to the general  
class  of employees. 

Madam, I have in brief given my own 
views about the various provisions contained 
in this Bill. I wholeheartedly welcome this 
Bill and I expect that the Bill will have the 
unanimous support from this House. I 
commend this Bill and give my support to it. 

SHRI D. L. SEN GUPTA (West Bengal): 
Madam Deputy Chairman, 1 am conscious of 
the undeveloped economy of this country. I 
am also conscious that an Industrial Develop-
ment Bank should be there to finance 
industrialisation wherein lies the remedy of 
many of the ills we are suffering from, 
namely, unemployment, social inequalities 
and all the rest of it but is this the type of Bill 
that we should support? If I place before you 
certain clauses that ' will make my position 
very clear. If you kindly see clause 2 of the 
Bill, you will find that clause 2(a) defines the 
Board of Directors of the Development Bank. 
There is nothing wrong in it but clause 6 says 
that the Board shall consist of such persons as 
for the time being hold office as Directors on 
the Central Board of the Reserve Bank. The 
Board of Directors of the Reserve Bank shall 
be the Directors of this Bank. So let us now 
apply our mind and see what the provisions 
are there in the Reserve Bank of India Act, 
1934 so far as their Board of Directors is 
concerned. Section 8A of the Reserve Bank 
of India Act, 1934, says: 

"The Central Board shall consist of the 
following Directors, namely: 

(a) A Governor and two Deputy 
Governors to be appointed by the 
Central Government; 
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(b) Four Directors to be nominated 

by the Central Government one from 
eaui of the four Local Boards as 
constituted by section 9; 

(c) Six Directors to be nominated by 
the Centra1. Government; and ' 

(d) One Government official to be 
nominated by the Central Government." 

Reverting to the four Directors to be 
nominated by the Central Government one 
from each of the four Local Boards as 
constituted by section 9, it is my duty to place 
section 9 also before the House so that we 
know who these four persons are.   It says: 

"A Local Board' shall be constituted for 
each of the four areas specified in the First 
Schedule and shall consist of five members 
to be appointed by the Central Government 
to represent as far as possible territorial and 
economic interests and the interests of co-
operative and indigenous banks." 

So the Central Board of the Reserve Bank of 
India consists of fourteen members of which 
four will be nominated one from each of the 
four zones and six will be nominated by the 
Central Government. If you look at the 
position of these ten nominated persons you 
will find that they represent certain big 
interests, big business houses, and this has 
been the chai". reaction of the monopolistic 
tendency in this country. Different interests 
are not being represented in the Reserve 
Bank. Only certain particular class interests 
are being represented there and as I said it is a 
class within the class. So far as these interests 
are r-oncerned they belong to one class and in 
that class you will find a certain class which 
wants to exploit or override the interests of 
others in the field as a result of which the big 
fish are eating the small fish—matsya nyaya. 
You will find that the Industrial Development 
Bank of India con- 

tains in itself a cancer and unless you cure it 
things will not improve, however much we 
might like the Industrial Bank to finance the 
industries in this country. I have no dispute so 
far as the basic proposition is concerned. I do 
not for a moment suggest that there should not 
be an integrated financing system. I am 
conscious that our capital- market is imperfect 
but that is no reason why we should make 'A 
more imperfect. That being the position—I 
know I have limitation of Hme and I shall 
have to finish by 1.30 —I would only like to 
place before this House the opinion of 
authorities like Dr. T. Balogh. Dr. T. Balogh 
is an eminent economist and he was invited to 
deliver lectures to the Natio rial Council of 
Applied Economic Research. The three 
speeches delivered by him have been 
compiled in the form of a booklet entitled 
"Some Aspect? of Economic Growth of 
Under-developed Areas" and that is published 
by the National Council of Applied Economic 
Research, New Delhi. Let us see what he 
says.' He is not a Member of the Opposition 
like me speaking from a platform for political 
purpose* So what he says must be considered 
dispassionately.   He says on page 9: 

"But      in     the    private    sector you   .    
.    ." 

'You' here  means  India. 
" .......... have four or five families 

who have  an  intimate  relation shin 
with  large  parts  of industry ......................  
Those who are in the charmed circle get 
accommodation and he who Is outside the 
charmed circle does not." 

The charmed circle, I have already referred 
to. And if we are to move in this charmed 
circle, will it advance the cause of industry 
and the development of industry in the 
country? It is not likely to. 

Now, a question may be asked, why is it 
that only a few houses are getting these 
advantages? It is because they are there in the 
Reserve Bank Boards or their cousin brothers 
and by exercising pressure  from  there they  
can 
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influence the decisions in the matter of 
financing. If we look at clause 9 of this Bill 
we will find what the functions of the 
Industrial Bank are. Clause 9 says: 

"The Development Bank may 
carry on and transact any of the 
following kinds of business, name 
ly:- ' 

(a) granting loans and advances 
to— 

(i) the Industrial Finance 
Corporation, any State Financial 
Corporation or any other financial 
institution which may be notified by 
the Central GOA eminent in this 
behalf, by way of refinance of any 
loans or advances granted to industrial 
concerns by such Corporation 01 
institution which are repayable on the 
expiry of not less than three years and 
not more than twenty-five years." 

-So all the institutions are there and 
they are Government institutions. And who 
will do this? You are virtually making the 
Directors of the Reserve Bank to do it. Now, 
the Reserve Bank is actually undertaking; this 
industrial financing also. So there is also this 
question as to whether the Reserve Bank or 
the Government of India should identify itself 
with certain industrial family houses like this. 
Will be conducive to the growth of national 
interests? 

Before I finish I would also like to place 
before this House a quotation from "Indian 
Economy—Review and Prospects ' 1962—
64". This is an indication to show how in this 
country, because of this bad economic trend 
or bad industrial financing, we have landed 
ourselves. I am reading from page 60: 

"In India inflation has been set into 
motion by the continuance of excess of 
monetary demand over the flow of goods 
and services. Excess demand has been fed 
year 

after year by budgetary deficits and 
sustained bank credit expansion. These 
have been necessary to finance the 
investment targets set out in the Five Year 
Plans. The question, however, arises 
whether the Government should continue 
to adhere to investment targets and try to 
realise them through a set of policies 
which, in balance, are bound to feed 
inflation. In the last analysis it is a matter 
of judgment for the Government to 
determine whether the price paid for the 
realization of the investment targets of the 
Third Plan in the form of higher prices is 
high or not. This is essentially a political 
decision an>; the Government alone can 
take it after considering its implications in 
all respects. But to the extent that the 
Government allows the financing of 
investment through money creation rising 
prices are likely to continue." 

So with this question of industrial financing 
the country's interests are directly inter-
linked. If you want to stop inflation you have 
to make up your, mind on this question of 
finance as to whom this finance should go. 

THE DEPUTY CHAIRMAN: The House 
stands adjourned till 2-30 P.M. 

The House then adjourned for 
lunch at half-past one of the clock. 

- 

The House reassembled after lunch at half-
past two of the clock, THE DEPUTY   
CHAIRMAN  in   the   Chair. 

SHRI RAJENDRA PRATAP SINHA 
(Bihar): Madam Deputy Chairman, we have 
before us the Industrial Development Bank of 
India Bill. I welcome this measure because it 
comes to us as a reflection of the awareness of 
the Government to the problem that is facing 
the industrialisation of the country. I also 
welcome it because this Bill is a departure 
from the previous approaches to the prob- 
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lem of finding finances for the growth of the 
industries. Our objectives for the development 
of industries are set out in the Five Year Plans 
and also in the Industrial Policy Resolution. 
We have set before us the various targets that 
we have to achieve in respect of the industrial 
development of the country. We want growth 
no doubt, but we want growth with justice. 
We want to develop our industries no doubt, 
but we want that the economy should develop 
not vertically but horizontally. Now, we have 
to examine whether this Bill will help in the 
achievement of this objective, the objective of 
growth with social justice and I submit that if 
we examine the provisions of this Bill, we 
will find that steps are being taken in the right 
direction. It is another matter if we fail in its 
implementation, as we have often failed in the 
past. I am not one of those who would always 
smell a rat in whatever proposition is brought 
forward before this House. I would like to 
examine it dispassionately and honestly. 

We know that the rate of growth in the 
industrial sector has not been satisfactory. 
*We have said that the rate of growth should 
be about 11 per cent per annum, but in this 
Plan period the rise is not more than 7 to P. 
per cent. It was envisaged that we would 
require about Rs. 1800 crores in the public 
sector and about Rs. 1335 crores in the private 
sector for developing the industries that have 
been specified in the Plan. That is the 
magnitude of the problem. One of the 
important ingredients for the development of 
industries is that ws must have the resources 
to develop them. The resources so far came 
from the managing agency houses to which 
ihe hon. Minister himself referred. It also 
came from the capital market, the stock 
exchanges and the commercial banks. But by 
a deliberate policy we have decided to do 
away with the managing agents and the 
managing agency system. Not only that. Our 
taxation policy is geared to removing 

inequalities and disparties between the rich 
and the poor. We would like to mop up all 
surplus profits and also big wealth that may 
be existing in the hands of an individual not 
only by means of the Wealth Tax but also by 
means of the Estate Duty and the Gift Tax. 
So, these sources, which used to supply 
money for the industrial development of the 
country, will dry up and are drying up. The 
capital market also, as I stated some time ago, 
is not functioning properly. 

I do not want to go into the reasons, -
whether they are valid reasons or invalid 
reasons, but the fact remains that the capital 
market is not likely to provide the required 
finances for the development of industries set 
out in the Five Year Plan. Mr. Bhupesh Gupta 
was giving figures and I also quoted them to 
show that the existing financial institutions 
have been playing a useful role in the growth 
of our industries and 34 per cent., as Mr. 
Bhupesh Gupta also stated yesterday, of the 
total cost of industrialisation came from the 
financial institutions. They have been playing, 
as I said, a useful role and I would like that 
they should play a greater role in ttie matter of 
the industrial development of the country. 

The resources of the existing financial 
institutions have been limited We have to 
enlarge r.heir resources in order that they may 
play the role that is expected of them and also 
in order-that there may be a proper replace-
ment and other means of providing capital 
resources when the managing agency system 
and the capital market are not going to play 
the role that they have been playing so far. 
Now, the Finance Minister in the other House 
stated that about Rs. 200 crores have been 
provided by the existing financial institutions 
to the industries. Now, what are we going to 
provide in this Bill and which may be 
available with the Industrial Development 
Bank for Hhe financing of industries? It is 
stated that the authorised capital is Rs. 50 
crores, but 
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it may be raised to Rs. 100 crores. The 
subscribed capital is going to be Rs. 10 crores 
only. The Industrial Finance Corporation's 
subscribed capital is only about Rs. 7 crores 
today and their authorised capital is about Rs. 
10 crores. The share-capital resources of 
ICICl are also more or less of the same 
amount. I, therefore, submit that the decision 
sf providing only Rs. 10 crores in the capital 
account of the Development Bank is too 
meagre a sum. If we wa it really to create an 
impact for the growth of industries in a big 
way, I consider that at least Rs. 500 crores 
must be provided in totality which must be 
placed at the disposal of this Development 
Bank for financing the industrial growth. If 
we take this figure of Rs. 500 crores, then in 
that background we will find that the share 
capital provision of Rs. 10 crores is very 
small. I would submit that the entire 
authorised capital of Rs. 50 crores should be 
immediately subscribed and immediate steps 
should be taken, as provided in the Bill, to 
raise the authorised capital to Rs. ] 00 crores. 

Then I also welcome that we are creating 
two funds. We are providing a fund known as 
the Industrial Development Long Operation 
Fund or something like that, to which will be 
credited some of the surplus profits °f the 
Reserve Bank before they are transferred to 
the Cent'al Government. This principle is 
very good. I welcome this principle of giving 
a certain portion or a gcod portion of the 
profits of the Reserve Bank for the 
development of n-dustries. But here again I 
submit that the resources that arc proposed to 
be diverted to this fund are very small. It is 
proposed that initially they will give Rs. 10 
crores and every year about Rs. 5 crores will 
be put into this fund. That is to say, by the 
end of the Third Plan we shall have about Rs. 
15 crores or Rs. 20 crores in this fund, which 
is most inadequate.     Of course  I  know     
that 

258 RSD.—5. 

Government can grant loan and they propose 
to grant a loan of Rs. 10 crores interest-free, 
and they can provide further loan with 
interest to this Development Bank. Taking all 
these resources that are going to be made 
available to this Bank into account, I consider 
that that will not be enough if we want to 
proceed in a big way to make up the leeway 
in the growth of industries in this country. 
We should not forget that our growth has not 
been even according to our Plans and we 
have got to go a long way in order to make 
up the leeway. 

I would also here submit, as I said, while 
speaking on the Finance , Bill, that a fund out 
of PL-480 should be created, a separate fund 
under the Development Bank. A revolving 
fund should be created and Rs. 100 crores 
may be put into it out of PL-480 for financing 
industrial development. This matter should be 
taken up with the U.S.A. Government. Many 
useful allocations have been made out of PL-
480, and I consider that this is one of the most 
appropriate ways in order to spend the 
amount accumulated under PL-480. 

Now. let us examine whether the small 
entrepreneurs, whether the new class of 
business managers who are coming up would 
take advantage of this Development Bank to 
help the industries. Madam Deputy Chairman, 
two provisions have been made in this Bill 
which are very salutary to help the growth of 
industries through the new entrepreneurs, 
particularly the small men. and this is a new 
departure from the conventional banking 
practices. Here I find that no stipulation has 
been made as to the security against which 
advances could be made. Depending upon the 
profitability the Development Bank itself will 
have the discretion to make advances to any 
party without caring or without attaching too 
much importance to the securities. They are 
also entitled to discount bills, trade and 
commercial bills; that is to say, the advances 
could be made only on two signatures for a 
maximum period of 
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[Shri Rajendra Pratap Sinha.] five years. 
This, I am sure, because of the  five-year  
period  involved,     will help the growth of 
industries, particularly of the new 
entrepreneurs. 

Now if we provide enough, resources to 
this Bank, it could divert the resources for 
helping the 'State Finance Corporations. If the 
State Finance Corporations are helped, this 
will go to help the small people in setting up 
industries. My friend said the other day that 
only about Rs. 18 crores have been advanced 
by the State Finance Corporations. Now the 
total advances probably according to the 
Mahalanobis Committee report are about Rs. 
18 crores. 

SHRI BHUPESH GUPTA (West Bengal):  
Rs. 32 crores 1 think. 

SHRI RAJENDRA PRATAP SINHA: You 
will appreciate, Madam, that this is not 
adequate and we must provide more 
resources. That is why I have been pleading 
that if we can have about Rs. 500 crores 
placed at the disposal of this Bank, the various 
State Finance Corporations could get adequate 
quota from them so that they could help the 
small men. I would like to help the big 
companies and the small companies and also 
the medium class companies. It is not that we 
are against heavy industrialisation. The 
important point to consider is who controls or 
owns those big industries and big companies. 
So long as the ownership is dispersed through 
the assistance of the Unit Bank, so long as the 
Development Bank or the other financial 
institutions or the L.I.C. and others are big 
owners in the big industries, in the big com-
panies—which is bound to happen in time to 
come—I do not object if the Development 
Bank goes to their succour. We are not as I 
said, against the establishment of big 
industries. What is necessary is this that the 
ownership of these big industries should be 
diffused or as far as possible they should 
come under the control of the public sector. 
Let the management continue with those peo-
ple who have the skill to manage, but 

the control and the ownership should rest 
either with the public at large or with these 
financial institutions. 

I am very happy that provisions have also 
been made to accommodate and to finance 
the export of capital goods. I have no fears, as 
Mr. Bhupesh Gupta had expressed, that this 
will help the export of capital. Export of 
liquid capital will be taken care of under the 
Foreign Exchange Regulations. What to say 
of the export of capital, we cannot get Rs. 
200 for travel purposes. But if the export of 
capital goods machineries, manufactured m 
India takes place, we should welcome it, and 
if the Development Bank is going to help the 
export of our heavy industries products, that 
will be most welcome. Today even we in 
India always need accommodation, credit 
accommodation, deferred payment 
accommodation. Similarly, the other 
developing countries which are in the process 
of industrialisation, they themselves would 
need such credit facilities or deferred 
payment facilities from India. We are 
developing our heavy industries, and we 
should also keep in view that we must 
develop the export market for these heavy 
industries. That is only possible if we have 
the deferred payment facilities and credit 
facilities provided by the Development Bank. 

SHRI BHUPESH GUPTA: We export to 
other countries. Payment is made by them. 
What role you want the Development Bank 
to fulfil in regard to the private sector? 

SHRI RAJENDRA PRATAP SINHA: 
Well, I would like the hon. Member to refer 
firstly to the definition clause in which the 
scope has been widened. Both the private 
sector and the public sector will be benefited 
by the Development Bank. Now, whether it is 
a private sector company or a public sector 
company, whether it is the Hindustan 
Machine Tools or Tex-maco, it is immaterial. 
So far as exports are concerned, they will 
earn foreign   exchange.   Suppose,      machi- 
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neries are exported by the Heavy-Engineering 
Corporation or by the Machine Tools Factory 
or by Tex-maco which is a private company, 
tie purchasing company will always like to 
have some deferred payment or some credit 
facilities from the exporting firm. Now, the 
Development Bank will discount those bills 
that will be accepted by the foreign buyers. 
That is how the credit will be operated. When 
an Indian company whether in the public 
sector or in the private sector wants to export 
and the foreign buyers ask that they would 
likG to have deferred payment facility from 
the machinery manufacturer from outside, the 
Indian company cannot provide it. The Bank 
can give them the credit so that they can 
supply to the foreign countries goods from 
Indian manufactures. 

SHRI BHUPESH GUPTA: That is to say, 
according to you, we have now to finance the 
foreign importers so long as they are the 
importers of our capital goods by way of 
deferred payment. 

SHRI RAJENDRA PRATAP SINHA: We 
have accepted that in principle and there is 
nothing wrong in it and always  .   .   . 

SHRI BHUPESH GUPTA: I do not know 
when we have accepted it. But we have so 
many things. 

SHRI RAJENDRA PRATAP SINHA: In 
the Third Five Year Plan you have accepted 
the Export Credit Guarantee Scheme. 

SHRI BHUPESH GUPTA: To our own 
nationals? 

SHRI RAJENDRA PRATAP SINHA: Not 
to our own nationals. When we export the 
credit goe« to the foreign buyer. We give 
money to our own nationals to give credit to 
the foreign buyer. We give money to the ma-
chine tool manufacturer here or the heavy 
machinery manufacturer here. We want to 
manufacture a cement plant or a paper    plant    
tomorrow. 

Here is the Chittaranjan Locomotive Works. 
We want to export locomotives. We would 
like to switch on to diesel engines and to 
electric engines. Why should we allow the 
plant to remain idle? We would like to give 
our steam locomotives to people who buy 
them. We will give them the finance so that 
they can export. The Development Bank is 
after all a subsidiary of the Reserve Bank; the 
Reserve Bank through the agency of the 
Development Bank will help them to export 
our locomotives. 

SHRI BHUPESH GUPTA: I see. That is a 
different matter. 

SHRI RAJENDRA PRATAP SINHA: How 
do you say that this being given to our own 
nationals? The money is being given to the 
foreigners. 

SHRI BHUPESH GUPTA: You said it. 

SHRI RAJENDRA PRATAP SINHA: You 
did not study it. If you . . , 

SHRI BHUPESH GUPTA; Deferred 
payment. 

SHRI RAJENDRA PRATAP SINHA: 
Deferred payment is certainly for the foreign 
people, they will have deferred payment. But 
the Development Bank will give to our own 
nationals. 

SHRI BHUPESH GUPTA: I do not want to 
interrupt. 

SHRI RAJENDRA PRATAP SINHA: We 
will discuss it further. 

THE DEPUTY CHAIRMAN: Mr. Sinha> 
you have taken 25 minutes. 

SHRI RAJENDRA PRATAP SINHA: 
Now, the other point . . . 

SHRI BHUPESH GUPTA: The more, the 
merrier for the capitalist class. 

SHRI RAJENDRA PRATAP SINHA: You 
want to destroy everything from within and 
your other friends     are 
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[Shri Rajendra Pratap Sinha.] 
destroying from outside. That is the only 
difference. We want to develop the economy, 
then we will take care how to distribute its 
fruits. 

Now, I would draw your attention to the 
Notes given on page 30. If you go through the 
Notes on clause 9, you will find that it is 
provided that a person or a company seeking 
assistance from the Development Bank must 
first exhaust all avenues before going to the 
Development Bank. They must go to other 
financial institutions and if they cannot get a 
loan, they must come here. If they cannot get 
underwriting facilities from there, if they 
cannot get direct equity participation from 
there, then alone they could come to the 
Development Bank. This is vey clearly 
explained in the Notes on page 30. It is said: 

"Where loans or other accommodation 
may not be available to any industrial 
concern from the existing financial 
institutions or from the commercial 
banking system the Industrial Development 
Bank will assist the concern by granting 
loans   .   .   ." 

Then, it says— 

"The Industrial Development Bank will 
underwrite new issues, particularly in cases 
in which facilities for this purpose may not 
normally be available   .   .   ." 

Now, I know that the IFC and other 
institutions are going to be helped by this 
Development Bank. But please do not forget 
that an entrepreneur, a person who wants to 
get facilities has first to knock at the door of 
three or four other institutions before he can 
go to the Development Bank. Why can't you 
streamline the entire organisation so that 
decisions are taken at one place, so that the 
whole examination takes place at one place 
and then decisions are taken as to which loans 
are to be given or underwritten or how much 
of the underwriting should be done by the 
Development 

Bank and how much by the     other financial  
institutions? 

In the case of granting of industrial 
licences and other things, there has been 
streamlining as a result of the 
recommendations of the Swami-nathan 
Committee. 1 submit, let not a person knock 
at several doors and waste his energy and 
time before he comes to the Development 
Bank. Administrative arrangements must be 
made in such a manner as I said before. After 
all, the IFC is going to be more or less a 
subsidiary of the Reserve Bank. Of course, 
the ICICI is a private company; the Industrial 
Development Corporation is also a semi-
Government institution. Therefore, it is 
important that there should be proper 
administrative arrangements in all these 
financial institutions so that a man makes one 
application, it is examined by all those 
institutions concerned and they make up their 
minds as to how the money is to be provided, 
either by way of loans or underwriting or 
equity participation by the different financial 
institutions. 

THE DEPUTY CHAIRMAN: You have 
taken half an hour. 

SHRI RAJENDRA PRATAP SINHA: I 
will take five or seven minutes more. 

There is one point which I would like to 
urge upon. It is provided in this Bill that the 
Development Bank will conduct all kinds of 
researches, studies, surveys, technological 
surveys, and all that, for putting up new 
industries, to fill up the gap in our industrial 
growth. Not only that, it is also provided that 
they can promote new ventures. I know that 
this has been borrowed from Japan; the 
various provisions have been borrowed from 
various countries. I would like to submit, let 
this Development Bank confine itself to 
assistance in financial matters alone, and let 
other promotional work like research and 
survey work be done by some other 
institution. We have    got 
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the Technical Development Wing. Why 
duplicate that effort? We have got the 
Ministry of Industries. If necessary, these two 
institutions could be strengthened so that they 
could carry out the technological survey and 
other research work and promote companies. 
Let us not burden the Development Bank with 
too much work so that its original and most 
important work of finding finances and of 
providing finances for the growth  of  industry 
is not hampered. 

3 P.M. 

Regarding the management of this Bank, a 
point was made by my hon. friend sitting over 
there. He suggested, that there should be a 
separate board. Well, I think it has the same 
management as the Reserve Bank. If the 
management both of the Reserve Bank and 
the Development Bank, the top management I 
mean, is the same, it will facilitate matters. It 
has been borrowed from the Canadian 
pattern. But one thing I could not understand. 
When the Governor of the Reserve Bank is 
the Chairman of this Development Bank_ 
when the Vice-Chairman is going to be a De-
puty Governor of the Reserve Bank, and 
when the Board of Director; of the 
Development Bank are going to b.e the same 
as the Board of Directors of the Reserve 
Bank, why has it been provided that the 
Development Bank will take directions, 
permissions, approvals in so many matters 
from the Reserve Bank? Will it not amount to 
duplication of work and delay in the speedy 
disposal of the work? As my hon. friend has 
said, the Governor or the Board of Directors 
sitting in one room will make a request or 
make a proposal sitting in the same building 
or the same section of the building of the 
Reserve flank where the Development Bank 
will be sitting. They will go and sit in some 
other room and pass those recommendations 
or requests. After all, the Secretariat of the 
Development Bank will be manned more or 
less by the same staff who are in the Reserve 
Bank. There should be co-ordination at the 
Secretariat level so    that   the 

final disposal of the orders or decisions takes 
place at the Board level or at the Chairman 
level of the Development Bank itself and no 
reference need be made to the Reserve Bank. 
We should not forget that the Development 
Bank is a wholly subsidiary of the Reserve 
Bank and the management is the same. 

With these words, Madam, I would like to 
support the Bill. 
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"...doing any other kind of business 
which the Central Government, on the 
recommendation of the Reserve Bank, may 
authorise;" 
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"(a) an interest free loan of ten crores of 
rupees, repayable in fifteen equal annual 
instalments, commencing on the expiry of 
a period of fifteen years from the date of 
the receipt of the loan; and" 
i    ' 
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SHRI C. M. POONACHA: Chairman or 
Deputy  Chairman. 
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THE DEPUTY    CHAIRMAN:    You 
have taken nearly 25 minutes. 

No suit or legal proceeding shall lie against 
the Development Bank or any director or any 
officer or other employees of the 
Development Bank or any other person 
authorised by the Development Bank to 
discharge any functions under this Act for any 
loss or damage caused or likely to be caused 
by anything which is in good faith done or 
intended to be done in pursuance of this Act 
or any other law or provision having the force 
of law. 
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DR. SHRIMATI PHULRENU GUHA (West 
Bengal): Madam Deputy Chairman, while I 
support the Bill I would like to make a few 
observations on it. It is the usual rule that 
money is given to those persons, institutions 
or companies who are in a position to give 
security of land or money and so on. While I 
agree that whatever money is given as loan 
there should be security for its safe return, but 
it must also be remembered that in a country 
like India, where the majority of our people 
are poor, we cannot expect security of money 
or land always. If we want that? we cannot 
expect small industries to grow. Our notions 
of security should be reoriented now. Money 
should not be taken as the only security. Hard 
work, sincerity, ability and capacity and the 
knowledge    in 

that particular trade, must also tie considered 
as security. Madam, I would like to point out 
that if for giving loans, security is to be mea-
sured only by money, then many persons 
cannot take any loan from the Government 
and they cannot start any industries, 
particularly small industries, however 
deserving those persons may be otherwise. 
This is a vicious circle. May I suggest, 
therefore, that it is high time that we change 
our method of taking securities for loans, up 
to a certain limit, of course. I am fully aware 
that proper care should be taken for loans. On 
the one hand we expect that there should be 
expansion of trade, that there should be small 
industries and that our people may be 
employed in these small industries, but on the 
other hand there is no method for giving loans 
to the small industries and to people who have 
not enough money. 

In this connection, Madam, may I suggest 
that a loan of say, up to Rs. 25,000 may be 
given to any company or person which has or 
who has a record of sincerity; capacity, ability 
and hard work and knowledge of that 
particular trade? For example, a sum of Rs. 5 
lakhs can be kept for giving loans to 25 
persons without taking security in the shape of 
money or land. Out of these 25 persons, some 
five may fail to return the money and that 
means a few thousands would be lost. I agree 
that there will be this loss. But with the 
remaining four lakhs and more, about 20 
small industries will grow and some 400 or 
500 persons will be employed and the 
capacity for production in the country will 
increase. This kind of a risk must, therefore, 
be taken. After all, even after taking security, 
the Government is losing in big concerns also. 
Therefore, for developing small industries, a 
certain degree  of risk  should be  taken. 

I, therefore, suggest that for the development 
of our country, for the development of our 
small industries and for harnessing the energy 
and ability of our talented people who do 
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not have enough money, a new type or 
method of giving loans should be considered 
by  the  Government. 

With  these   suggestions,   I   support this 
Bill. Thank you, Madam. 

SHRI T. CHENGALVAROYAN (Madras): 
Madam Deputy Chairman, I rise to support 
this Bill which is of momentous importance 
and oi far-reaching consequences. Our hon. 
the Finance Minister, ever since he assumed 
this high office, has taken concrete steps to 
stimulate the economy, particularly in the 
industrial sector. In spite of very gallant 
efforts there has set in a sort of stagnant 
economy in our industrial expansion and it 
requires, therefore, a stupendous effort on the 
part of the Government in order to stimulate 
the economy from the present stagnation, 
Moreover, Madam Deputy Chairman, the 
budgetary proposals have shown us the 
necessity to give institutional financial 
assistance to several industries. There is this 
third factor, Madam Deputy Chairman, that in 
the context of the nature of the investments, 
the magnitude of the amounts required in 
order to achieve the targets of the Third Plan 
there is a gap between the magnitude of the 
investment and the measure of supply from 
existing monetary institutions. This gap is 
widening and it requires, therefore, Madam 
Deputy Chairman, a very conscious effort to 
bridge this gap so that several of the industries 
which are awaiting either inauguration or 
growth or expansion, will get the necessary 
assistance. For these reasons, Madam, I 
submit that this Bill has become very timely 
indeed. 

There are some criticisms, Madam Deputy 
Chairman, probably raised already or that 
may be raised^, a; to why the existing 
monetary institutions cannot serve the 
purpose. My answer to that question is two-
fold. In the first place, if we examine the 
nature of the accumulated capital in respect of 
the existing credit institutions, they are what 
we may term short-term    capital.   But the    
latent 

demands for investment in the industrial 
sector are of a value and nature which require 
not only colossal investment, but what is more 
than that, are of long-term duration. But the 
capacity of existing credit institutions, Madam 
Deputy Chairman, is limited, either by their 
own constitution or by the limitation of their 
own finances and so they cannot be utilised 
for financial assistance. There is another factor 
which has to be taken into account, namely, 
that the existing credit institutions are rather 
inclined to utilise their short-term capital in 
the commercial sector. One eminent 
economist of Japan has recently investigated 
the tendency of such short-term capital to lend 
itself either on a long-term capacity or on a 
short-term capacity. It has been the traditional 
tendency on the part of several of the existing 
credit institutions rather to appropriate their 
medium capital for commercial investment. 
For these reasons, I submit that the Industrial 
Development Bank of the type envisaged in 
this Bill becomes not only desirable but 
greatly necessary. 

There is the other question, Madam Deputy 
Chairman, connected with this Bill, namely, 
the purpose of this Industrial Development 
Bank. The purpose of this Industrial Develop-
ment Bank has been very ably explained in the 
Statement of Objects and Reasons and it is 
very clearly demonstrated by several of the 
clauses. The main purpose of this Bank is for 
instituting what is specifically stated as 
"Development Assistance Fund" and I am 
particularly pleased with this important 
provision in this Bill. Hitherto we have had 
several monetary institutions. But there is no 
such specific fund like this. This specific fund 
under the name of industrial development 
assistance fund, becomes very handy and 
helpful and it becomes rather earmarked for 
the purpose of giving specific assistance for 
the (development of industries and for 
industrialisation as a whole. 
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[Shri T. Chengalvaroyan.] There is the other 
provision which rather attracts my attention 
and which is also of great value, Madam 
Deputy Chairman, and that is this dichotomy 
that is preserved in the maintenance of the 
funds. There is the General Reserve Fund and 
there is the Development Assistance Fund. 
This dichotomy in the constitution of the two 
separate funds in any financial assistance 
institution is very salutary and I am sure that in 
the actual working of this Bank, this 
dichotomy will lend itself to far-reaching 
consequences in trying to mobilise the funds 
necessary for the purpose of developments 
alone. 

These are some of the very important 
provisions which certainly attract the 
attention of all those who consider this   Bill 
in all its aspects. 

Our criticism that is levelled against this 
Bill is this. "Why should the Reserve Bank 
come in with such weighty association?" it is 
asked. The answer to that question will be that 
the Reserve Bank by its own constitution, by 
the long history of its development and the 
historic role that it has played in the monetary 
policy of this country, is eminently suited to 
shoulder this very unique burden that this Bill 
throws on the Industrial Development Bank. 
As has been rightly pointed out by one of the 
speakers who preceded me, the Reserve Bank 
is the apex institution to all our monetary 
movements and it can certainly be an active 
participant in the furtherance of the cause of 
this Development Bank. 

There is certainly some force in the 
criticism that looking at the amazing 
multitude and amplitude of the objects of this 
Industrial Development Bank, the resources 
by way of capital, namely Rs. 50 crores, even 
with the sanction of the Central Government, 
may be inadequate. I must most respectfully 
submit that this criticism has to be considered 
by the Govern- 

ment but 1 am satisfied that this is only an 
inauguration of this Industrial Development 
Bank and as the tempo increases, as the need 
develops, surely the provisions of the Bill 
will lend themselves for further increase of 
operational capital and I am sure, Madam, 
Deputy Chairman, that experience will teach 
us, as we march on, for purposes of 
increasing the capital necessary for this 
purpose. 

There has been another criticism, Madam 
Deputy Chairman, that there are already 
existing monetary institutions like the 
Industrial Finance Corporation, the Refinance 
Corporation. What is the necessity for another 
monetary institution? My most respectful 
answer to that criticism will be that these 
monetary institutions are not specifically 
directing their monetary investment for 
purposes of development of industry. Their 
resources are scattered and their investment 
policy is so varying that there cannot be any 
pinpointing so far as development of 
industries is concerned. Moreover, this very 
Bill provides for the gradual assimilation of 
the Industrial Finance Corporation and that 
will be sufficient answer to that criticism. 

One woi'd more,- Madam Deputy 
Chairman, and I have done. It has been stated, 
after all this is 'done, after all the stupendous 
effort of bringing in another monetary 
institution there is not going to be that kind of 
support which is necessary for the general 
public sector of industry or for the other kind. 
In other words, the criticism levelled against 
this Bill is that the provisions of the Bill, 
when the Bill is going to be inaugurated, are 
going to be instruments to mobilise 
monopolies and further concentrate wealth. I 
am not able to appreciate the wealth of that 
argument. It is only another way of stating 
that whatever good we may do the question of 
monopolist control and the concentration of 
wealth in a few hands is a process that we 
have to tackle by a gradual and by a steady 
approach. We have inaugurated the Unit Trust 
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and we are now coming with the Industrial 
Development Bank. We have already 
amplified the State Bank and we have 
enlarged the scope and function of the 
Reserve Bank. V* ith all these monetary 
operations and fiscal arrangements, my 
respectful submission to Com. Bhupesh 
Gupta is that this is nationalisation of banks, 
of course, a painless nationalisation. There is 
no use invariably mouthing the 
nationalisation of banks as i party slogan, as a 
shibboleth. It has to be undertaken with a 
conscious effort, Madam Deputy Chairman, 
in order to assure that our Plan and our 
planned economy gets all the success. There-
fore, the question of nationalisation of banks 
may be considered not in the present context 
but in the context of how this Industrial 
Development Bank is going to work. 

I am sure, Madam Deputy Chairman, if 
anybody goes into the enumeration of the 
objectives in this Bill, of the variety of 
conditions under which this Development 
Bank can engage itself in, it seems to me, 
Madam Deputy Chairman, that it is going to 
be a pioneer in industrial development. There 
are several industries which are good but they 
are weak; there are several industries which 
are potential but not moving and, therefore 
this Industrial Development Bank, when it 
comes for the purpose of helping these new 
industries, will go a long way in improving 
our industrial expansion. There is one 
provision which is very significant and which 
says, Madam Deputy Chairman, that when 
this Industrial Development Bank is going to 
give its financial assistance, it is not going to 
give assistance in the usual orthodox way. It is 
not going to leather the nest of existing credit 
institutions. For ought I know, the provisions 
of this Bill make ample scope for the control 
of the investment policy of this Development 
Bank and as the provisions clearly indicate all 
investment is going to be increasingly 
directed to industries which are not calculated 
either to tighten the monopolist control or to 
increase the con- 

centration of wealth. This is a policy 
arrangement which I think we can safely trust 
our Finance Minister to carry on with his 
usual courage and confidence. Madam 
Deputy Chairman, this Industrial 
Development Bank is going to be of great 
assistance and from the way in which it is 
going to work, I am inclined to believe, that it 
is going to be a friend, philosopher and guide 
for many industries which are struggling for 
expansion and may this be an era when we in-
augurate the institution. I request the Finance 
Minister to consider another aspect of this 
Development Bank. Industry is our base but 
agriculture is our basis. I request the Finance 
Minister to consider the desirability of 
bringing in another measure, more or less of 
the same type, which will or may be called 
the Agricultural Development Bank Bill. Let 
it not be said that we are only concentrating 
on industrial expansion; let it be equally said 
that we are conscious of the agricultural 
needs. When this is done, as I hope it will be 
done, our economy under the Plan will be 
airborne to the greatest satisfaction and to the 
fullest achievement of our   Plan efforts. 

With these words, Madam Deputy 
Chairman, I have very great pleasure in 
whole-heartedly supporting this very 
important Bill. 

SHRI B. R. BHAGAT: Madam Deputy 
Chairman, I am glad the House has given 
valuable support to this measure. Even the 
hon. Member who spoke first, I think, after 
hearing he speeches of the other hon. 
Members, would search his heart and find that 
the fear he expressed in regard to this Bank 
being an institution which will further lead to 
concentration of economic power and 
strengthening of the monopolistic trends in 
our economy was without foundation and 
would change his opinion. I could not 
appreciate the relevance of bringing in the 
Mahala-nobis Committee Report on this 
occasion. It is an important document  and  
we have laid  it  on     the 
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the hon. Members will go through it and will 
find all      the      analyses        and      trends 
in our economy but to bring it in on a 
discussion like this is hardly relevant.    
Actually,    the  fact      of     the matter is that 
whatever he has    said about the various 
financial institutions like  the  Industrial  
Finance  Corporation, e.g., that they are only 
financing the bigger enterprises or certain 
items having  a  lower     priority  and     thus 
distorting the Plan priorities,    is    to my mind 
very much exaggerated because the Annual  
Report of the Industrial   Finance   Corporation   
is   laid on the Table of the House.   There you 
would find both these analyses given, those      
relating to the    co-operative sector and those 
relating to the size of the loans and the size of 
the companies.    In  the   co-operative     
sector the outstanding      loans as at     date 
amount to      about      thirty-eight    to thirty-
nine    crores.    All these    show that although 
the 'big enterprises with a   share  capital  of  
several  crores  of rupees  come  with     loan  
applications asking for loans of a crore and a 
crore and a half    there are a very    large 
number of smaller enterprises which get 
accommodation    from the  Industrial   
Finance   Corporation.    All   such loans over 
a crore of rupees come to the Government for 
approval and this approval is given only if it is 
thought that the industry is of such a nature as  
to be  important  for the economy of the     
country.    So,  the allegation that  institutions  
like  the     Industrial Finance     Corporation 
cater only    to the needs of big business 
enterprises is   not   correct.     Small   and  
medium enterprises   get   accommodation   
from it.    The co-operative sector gets very big  
accommodation from it  and  also the  
ente»prises  which we  may     call the bigger 
enterprises. In the present context of    our 
economy there    are certain  big  enterprises  
in the public sector and because of these big 
giant enterprises in the public sector    the 
economy   has   to  operate  in  a  particular 
manner.   And some of the enterprises in  the  
private  sector     also have got to be big.    
They cannot be 

small; their share capital is big and the loan 
capital is also big. Therefore because we have 
given to certain big companies in the private 
sector big loans of crore and something, 
therefore the I.F.C. and other institutions are 
only creating monopolies is not the correct 
conclusion to be drawn. 

Similarly about the banks he said that the 
banks give big loans. That, is true. Although 
the State Bank is a public sector bank, the 
advances made by it to the bigger units are 
larger for the simple reason that in the 
commercial banking operations, whether it is 
the private sector or the public sector, they 
have certain principles, time-honoured 
principles. Advances are made against 
collateral securities; against equipment, raw 
materials and other things they give 50 per 
cent, and if a company offers Rs. 5 crores as 
collateral security the bank will give Rs. 2i 
crores. If another company offers Rs. 50 lakhs 
the bank will give Rs. 25 lakhs. Objection can 
only be taken if a smaller person is 
discriminated against; if against a security of 
say, a crore of rupees, the bank offers Rs. 80 
lakhs in one case and in another ease of a 
small business enterprise the bank advances 
only, say, Rs. 10 lakhs against a security of 
Rs. 25 lakhs—it will be less than 50 per 
cent.—there can be room for objection.   But 
that does not happen. 

SHRI BHUPESH GUPTA: Why didn't you 
expound this theory at Bhubaneshwar when 
your people were demanding nationalisation? 
Were you afraid at that time. 

SHRI B. R. BHAGAT: I am explaining the 
position in a different context. You cannot 
bring in everything and draw a single 
conclusion. I think the hon. Member 
understands this all right. I am only saying 
that it is not right to draw a conclusion that 
either the banking system or the I.F.C. caters 
only to the needs of the Big Business. 
Actually the remedy is somewhat different.    
If you want t» 
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attack monopoly—and we should attack 
monopoly and we are going to attack 
monopoly and concentration of economic 
power—we have to take steps all along the 
line. Firstly the biggest step is to develop the 
public sector and in the successive Plans the 
public sector has started assuming a 
commanding position in the basic industries 
and by the end of the Fifth Plan the public 
sector will assume a role of more than 50 per 
cent, in the industrial sector actually 52 or 53 
per cent; in certain cases like steel, machine 
building, metals> power generation, fertilisers 
and other things it will assume a -very very 
dominant role. 

Then in the existing enterprises we have to 
take steps to break the big enterprises; we have 
to develop the co-operative sector; through 
banking policies and other credit policies and 
other means of direct assistance we have to 
develop more and more of medium and small-
scale industries. We have to promote an agrc-
industrial sector, the type of industries which 
are developing in Punjab. We have to break 
through not only in the matter of income 
standard of the people but also in agriculture. 
Small industries based on power, run effi-
ciently and with greater skill and technical 
expertise, will revolutionise the whole set-up. 
Agriculture and power is linked together; there 
is an inter-relation between agriculture and the 
rural industries. Where the infrastructure is 
spread all over the countryside, if we develop 
the countryside agriculture will thrive. And the 
small man with his technical skill and 
knowledge has a great part to play. The co-
operative sector and the big commanding 
public sector marching hand in hand on the 
two sides of the economy, that is the way to 
develop socialism in the country and that is the 
way we are progressing. Because something 
has happened in one bank or one loan has been 
given in some way, to decry the whole thing is 
not right. My point is in the situation today 
when there is a private sector operating the 
bank- 

258 RS—6. 

ing system has to give it loans when it 
conforms to the conditions of the loan. We 
have to change the entire structure both in the 
positive side as well as prevent the growth of 
these big enterprises. All this has to be done 
in such a manner that the economy develops, 
that income generation takes place, that 
industrialisation is broadbased, that 
agriculture thrives and that the whole 
economy gets into a dynamic momentum. 
That is the way to build socialism in this 
country, arid for that great leader-ship> 
technical knowledge, discipline and great 
organisation are required and without these it 
cannot be built. And that is what we are trying 
to do. I am sure the hon. Member knows all 
these when he speaks about it. He should 
speak from that perspective and not. in a 
pettifogging manner, small manner, trying to 
find fault with this or that. That is not the way 
to establish socialism in the country. That is 
my answer to the hon. Member. 

So far AS this Bill is concerned, I think this 
Bill seeks to assist and promote precisely the 
small sector, the medium  sector . . . 

SHRI BHUPESH GUPTA: May I know 
when you will get rid of your illusion that you 
are establishing socialism in the country? 

SHRI B. R. BHAGAT: Well, it is not an 
illusion. We are doing it bit by bit; we are 
building it brick by brick and it is being built 
in spite of the obstructions of the hon. Mem-
ber. 

So far as this Bill is concerned, as I 
explained, Madam, this is to provide a fillip to 
industrialisation and to fill in a small link in 
the chain of industrial financing, to help the 
small man in the medium sector and the co-
operative sector. In such crucial sectors where 
purely commercial considerations cannot 
weight, where the investments may be very 
large and returns for a number of years may 
not be adequate, where the banks will not go 
and take risks, this Bank 
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will go. Take a power generation scheme or a 
big machine-building project or steel or some 
such basic heavy industry in which in the ear-
lier years the investment will be large; here 
also this Bank can help. That is why I said that 
it will advance both to the private as well as 
to the public sector. Therefore, this is an 
institution which will play a very great role in 
the industrialisation of the country,. in 
promoting basic industries, in promoting co-
operative sector,   medium sector, etc. 

SHRI BHUPESH GUPTA: How are you 
raising the funds for Hindustan Steel?    Do 
you need a bank for it? 

SHRI B. R. BHAGAT: The working capital 
is provided by the banks. 

SHRI BHUPESH GUPTA: How are you 
raising the capital outlay? Tell us. 

SHRI B. R. BHAGAT: As I said, the 
working capital is provided by the banks. 
Every institution needs funds, whatever may 
be the sources but the point is that this institu-
tion is going to provide the necessary 
resources. And to say that this will strengthen 
monopolistic trend in the country or in the 
economy is, I think, a conclusion which no 
enlightened person will draw. 

SHRI BHUPESH GUPTA: We will discuss 
it in 1967—you pass it now— if we are alive, 
some of us. 

SHRI B. R. BHAGAT; A point was made by 
some hon. Members that there should be an 
independent Board for the Development 
Bank. Here it is said that this will be a 
subsidiary to the Reserve Bank and the Board 
of the Reserve Bank will also be the Board 
for this. The scheme of the Bill is that the 
Development Bank should be fully a 
subsidiary of the Reserve Bank. In clause 6 of 
the Bill it has been said that a Deputy 
Governor of the Reserve Bank will head this 
institution.   Because this is 

a special type of a Bank and the first of its 
kind it is necessary that it functions under the 
very close scrutiny of the Reserve Bank. And 
that is the reason why there is a common 
Board of Directors. 

4 P.M. 

SHRI BHUPESH GUPTA: Will you please 
tell us who conceived the idea, Mr. Morarji 
Desai or Mr. T. T. Krishnamachari? 

SHRI B. R. BHAGAT: You know-that ideas 
emerge at various levels, at the technical 
level, political level, organisational level, all 
levels. 

SHRI BHUPESH GUPTA: What is the 
ultimate level? 

SHRI B. R. BHAGAT: The ultimate level is 
Parliament. Therefore, I think there is an 
advantage in having a Board like this. The 
point was made that the Directors are very 
busy people and it may not be possible for 
them to function in both the places. I think the 
Directors are not whole-time. As you know, 
the Directors come to the meeting, give their 
advice and give their policy directions. It is the 
management which functions. For example, 
there will be a whole-time executive. The 
Deputy Governor of the Reserve Bank ex-
officio will be-the head of this Bank. 
Therefore, I think this arrangement will be 
smooth and convenient and there should not be 
any difficulty about it. 

Then, it was asked: Why should it be 
exempt from taxes? It is precisely because the 
Reserve Bank under the Act is exempt from 
taxes and this being a subsidiary of the Re-
serve Bank the same principle applies to it 
also. That is the reason why it is exempt from 
taxes. 

Then, a point was raised about the 
resources for the Development Bank. It was 
said that it starts with only Rs. 10 crores, then 
it goes on to Rs. 50 crores and then it will be 
increased to Rs.  100 crores.    The    de- 
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mands of industrial finance in the country 
being so enormous—and they will increase in 
future—the resources will not be adequate. 
But hon. Members! would perhaps appreciate 
that apart from this capital, which may go up 
ultimately to Hs. 100 crores, the development 
Bank will be able to utilise the funds out of 
the National Industrial Credit (Long Term 
Operations) Fund, for which they will get an 
initial credit from the Government and also 
subsequent credits which will add up to a 
substantial amount in coming years. In 
addition to this, there will be the Development 
Assistance Fund created with the resources 
provided for this purpose by the Central 
Government. I think the first loan from the 
National Industrial Credit Fund will be out of 
the prcfits of the Reserve Bank and this Fund 
will be a grant from the Central Government. 
The Development Ass stance Fund is meant to 
develop special industries, the basic 
industries, not the other industries where the 
normal commercial principle of profitability 
applies. Because the other barks may not 
come forward this type of a S] i) Development 
Assistance Fund is being created. Every year 
grants would be made. The amount cannot be 
said at this stage because every year the 
Government will take a review of how much, 
is required. If you take the totality of the 
funds, whether as paid-up capital or as profits 
from the Reserve Bank which will be 
ploughed back into the National Industrial 
Credit Fund or the Development Assistance 
Fund, to which the Government will 
contribute, there will not be any dearth of 
funds. Along with these, the Bank will have 
powers to borrow both inside the country and 
outside the country. Then, it will get foreign 
'exchange resources, loans and other things. 
Then, it can raise bonds. From all these points 
of view there will not be any dearth of funds 
for this Bank. Therefore, any fear expressed 
on that account is hardly worth while. Madam, 
with these words I move the Bill. 

THE DEPUTY CHAIRMAN: The question 
is: 

"That the Bill to establish the Industrial 
Development Bank of India for providing 
credit and other facilities for the 
development of industry and for matters 
connected therewith and further to amend 
certain enactments, as passed by the Lok 
Sabha, be taken into consideration." 

The motion was adopted 

THE DEPUTY CHAIRMAN: We shall no-
w take up the clause by clause  consideration  
of the Bill. 

Clauses 2 to 38, the First Schedule and the 
Second Schedule were added to the Bill. 

Clause 1, the Enacting Formula and the 
Title were added to the Bill. 

SHRI  B.   R.  BHAGAT:      Madam,   I 

move: 

"That the Bill be passed." 

The question was proposed. 

SHRI BHUPESH GUPTA: One minute, 
Madam. I just want to say that I am not in the 
least convinced by the arguments that have 
been given by the hon. Minister and I am 
afraid that I cannot accept the arguments 
which have been given even by my friend, 
Mr. Sinha. I think it is an institution which has 
been conceived of in the spirit of monopoly 
capital, whatever they may say and I am sorry 
that they mislead the House by saying all 
kinds of  thing.'. 

SHRI B. R. BHAGAT: Who is mis-
leading—you or I? 

SHRI BHUPESH GUPTA: Here they have 
the Report of the Mahalanobis Committee and 
this has given some indication as to how the 
financial institutions should or should not 
function. Therefore, I say that we do not 
accept it and we shall record our vote against 
it when it comes to the Anal voting and 
discuss it two years later in the light of 
experience. I do not know who will be where 
at that time. 



 

THE DEPUTY CHAIRMAN: Have you 
anything to say? 

SHRI B. R. BHAGAT: I only say that I have 
not mislead the House. I think the hon. 
Member has misconceived it. 

THE DEPUTY CHAIRMAN: The question 
is: 

"That the Bill be passed." 

The motion was adopted. 

STATEMENT  RE.  REVISED  RATES 
OF  DEARNESS   ALLOWANCE 

THE MINISTER OF PLANNING (SHRI B. R. 
BHAGAT): Madam, with your permission I beg 
to lay on the Table, the revised rates of 
dearness allowance. [See Appendix XLVH, 
Annexure No. 29]. 

SHRI BHUPESH GUPTA (West Bengal): 
Would you tell us what it is? 

SHRI B. R. BHAGAT: The President has 
been pleased to decide that, with effect from 
the 1st February, 1964, the rates of dearneas 
allowance should be revised  as follows: — 

SHRI BHUPESH GUPTA: I would like to 
know the percentage. Do you say 25 per cent, 
increase in the clearness allowance? I should 
like to know what percentage it works out on 
an average in the case of the lower  categories. 

THE DEPUTY CHAIRMAN: Well, that has 
to be worked out. He has only made a 
statement. He has not worked it out. We come 
to the next item. 

THE   EAST   PUNJAB   AYURVEDIC 
AND   UNANI   PRACTITIONERS 

(DELHI  AMENDMENT)   BILL, 1964 

THE DEPUTY MINISTER IN THE 
MINISTRY OF HEALTH (DR. D. S. RAJU):   
Madam,  I beg to move: 

"That the Bill further to amend the East 
Punjab Ayurvedic and Unani Practitioners 
Act, 1949 as in force in the Union territory 
of Delhi, as passed by the Lok Sabha, be   
taken   into  consideration." 

The Bill before the hon. Members of this 
House is a Bill amending the East Punjab 
Ayurvedic and Unani Practitioners Act, 1949, 
as applied to Delhi. In accordance with the 
provisions of this Act, a statutory Board 
which is known by the name of the Board of 
Ayurvedic and Unani Systems of Medicine, 
Delhi, has icome into existence. This Board 
has been functioning for the last six or seven 
years. Broadly speaking, the functions of this 
Board are to maintain a register of all the 
practitioners of Ayurveda and Unani 
medicines, to look after and safeguard the 
ethics and morality of the profession, to guard 
against professional misconduct and also to 
conduct examinations in the prescribed 
courses, etc. These are the broad functions of 
this Board. It has been functioning for the last 
six or seven years and experience has shown 
that this arrangement is not satisfactory. 
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