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Ms. CHAIRMAN: | do not know that. |
will communicate your views.

ProF. M. B. LAL: Our views should be
communicated.

MR. CHAIRMAN: The House stands
adjourned till 2-30.

The House then adjourned for
lunch at six minutes past one of the
clock.

The House reassembled after lunch at
half—past two of the clock, THk Deputy
CHAIRMAN in the Chair.

MOTION RE. REPORT ON THE
WORKING OF THE INDUSTRIAL AND
COMMERCIAL UNDERTAKINGS OF
CENTRAL GOVERNMENT

SHRI A. D. MANI (Madhya Pradesh):
Madam Deputy Chairman, | beg to  move
the following Motion:

"That the Annual Report (September,
1962) on the Working of the Industrial and
Commercial Undertakings of Central
Government for the year 1&60-61, laid on
the Table of the Rajya Sabha on the 7th
September, 1962, be taken into
consideration.”

In commending this motion to the House |
should like to make a preliminary observation
that | do not propose to approach the subject
of the public sector undertakings from the
point of view of ideology or from the point of
view of private enterprises or State
undertakings. | shall leave it to the very
competent hands of my friend, Mr. Patel, to
approach it from the latter point of view and
Mr. Bhupesh Gupta to approach it from the
ideological angle also. | am interested more in
finding out in this survey whether these public
sector undertakings have come up to our
expectations.

[4 DEC. 1962 ]

Commercial Under- 2920
takings of Central

Government

I may mention here that Mr. Herbert
Morrison very pithily put the role of public
undertakings by stating that they should have
sound business management and public
accountability. These two considerations are
necessary for public undertakings. 1 would
like to apply these two tests to the public
undertakings for which the results have been
published in the Report. Madam, | have been
at pains to go through this annual Report
carefully, and | may say that there are many
gaps which have to be filled. It is true that this
is the first time that the Government haa
published a consolidated Report on the
working of public undertakings, and to that
extent Government deserves congratulations
for placing the results of the survey before the
House. But the manner in which the Report
has been drawn up and the figures juggled—I
use the word advisedly—Ileads me to say that
the Report is misleading. In the concluding
paragraphs the Report says:

"The net profit earned, after providing
for depreciation, meeting obligations on
interest, taxes etc. showed a rise from Rs.
5.06 crores to Rs. 7.74 crores, or, in terms
of percentage of paid-up capital from 4-4%
in the last year to 5" 5% in the year under
Report.”

I hope that my interpretation is correct that in
arriving at this figure they have taken into
consideration the profits yielded by the so-
called running concerns. What the Report hai
done is to take the steel undertakings
separately stating that they have not gone into
full production. They have taken other
concerns like the Ashoka Hotel, Nepa
Newsprint, etc., and called them running
concerns. There is another category of projects
which have not gone into commission. A and
C are not taken into consideration but only B
is taken into consideration, and the figure of
5-3 per cent is arrived at by them on this basis.
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[Shri A. D. Mani.]

Madam, | would like to place before the
House the results of a study-undertaken by
economists about the working of the public
sector undertakings which give revealing
figures about the financial success of these
undertakings. | would like the hon. Minister to
sit with me and a committee of the opposition
to go into all these figures because the manner
in which the figures have been presented in
this Report do not carry us very far and do not
give us a clear picture of the financial results
of the undertakings. | am presenting to him
and the House the results of the survey which
has been made of 24 public enterprises and
1,001 public limited companies in the private
sector—there are only 1,001 such companies
existing at the present time. The paid-up
capital of the 24 public enterprises in 1960-61
was Rs. 443 crores as against Rs. 588 crores
of those 1,001 companies. The borrowings
were Rs. 369 crores in the public sector and in
the private sector Rs. 563 crores. The profit
before tax in the public sector was Rs 4 crores
only, and it was Rs. 161 crores in the private
sector. Now it has been worked out on the
basis of these figures .

SHRI BHUPESH GUPTA (West Bengal):
Which year?

SHRI A. D. MANI: 1960-61. It has been
worked out on the basis of these figures that
the percentage of return works out to 0-4 per
cent, and not the figures given in the Report.
As | pointed out earlier, by omitting the eteel
plants aHogether we do not get a clear picture
of the financial results of these undertakings. |
may inform the House here that 64 per cent, of
the total investment of Rs. 952 crores so far in
the public sector is in the steel plants. Even in
regard to the performance of some of the
concerns like the Ashoka Hotel which have
been doing very well, I may mention that if
one examines all these projects and
undertakings, it will be found that most of
them have invari-
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ably been behind schedule. When a plant is
not working according to schedule, when there
has been delay in the construction of the plant
or the housing accommodation for the staff, to
that extent the budget estimates are falsified.
There should have been Rs. 120 crores worth
of foreign exchange saving in 1960-61 if the
plants had gone into operation according to
schedule. To that extent the country has lost. |
would like to ask the hon. Minister what the
situation would have been in the private sector
if a managing director put forward a project
report and spent a lot of money and the project
did not come to fruition before the scheduled
date. What would have happened to him? The
managing director would have been sacked.
Unfortunately, we do not have the means of
sacking people who are responsible for the
public sector undertakings. | would like again
to remind the House that | am not approaching
it from the point of view of private enterprise.
We are interested in efficient performance.
Even in regard to the costs of these public
sector undertakings, the Neyveli project
exceeded the estimates by Rs. 25 crores and
the Heavy Electricals at Bhopal is going to
exceed the estimate by 20 per cent of the total
cost and we all know well that during the
recent power crisis the Heavy Electricals
could not supply the transformers necessary
for running the Delhi power house and putting
it on its feet again. This was stated by the
Minister in reply. Even in the case of the
Ashoka Hotel which is a very profitable
undertaking—and the Hotel is one of the best
enterprises run by the Government of India,
perhaps much better than the Railways, and at
any rate there are no accidents in the Ashoka
Hotel except in the case of Mr. Walcott who
was arrested .

SHRI BHUPESH GUPTA; How can you
have accidents in a hotel?
SHRI A. D. MANI: Mr. Walcott was

arrested when cartridges were found
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in his possession. Anyway in the case of the
Ashoka Hotel the actual cost of construction
was Rs. 2- 78 crores as against the estimate of
Rs. 1 92 crores, and in terms of hotel bed
construction each bed in the Ashoka Hotel
cost Rs 66,000 as against the estimate of Rs.
35,000 which had been set by the Hotel
Standards Committee. All these delays in
production and delays in the implementation
of the project according to a scheduled date
have cost the exchequer a substantial financial
loss which has not been measured, and we
would like the Government to undertake a
survey about this matter also so that we can
have a clear picture of what these public
concerns are costing us. Even in regard to
production there has been a lag in production
in  many fields. The production of
streptomycin and ammonium sulphate has not
been adequate. We should like to ask the
Government why after a project has gone into
commission and is working, the production
has not come up to the expected target. This is
a question which the public have a right to ask
the Government to explain. We do not get
sufficient information on all these matters.
When | go to speak about the working of these
companies, | shall say something more about
the information that Government gives
periodically in the form of reports submitted
to this House and the other House.

Now, there is one other point about these
public sector undertakings, and | thought that
I should mention it, because ultimately
applying the Morrison test is a combined test
of sound business management with public
accountability. These public undertakings
have been set up because it has been felt that a
private enterprise makes profit while a pubic
sector enterprise would not work for profit but
would work for the welfare of the community.
Now, the cost of articles produced in the
public sector, the cost structure, has not been
fully analysed. For example, penicillin is, |
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believe, 50 nP. higher per million unit than the
imported price of penicillin. And even in
respect of fertilisers, we have not been able to
effect sufficient economies in production
whereby the cost of production of fertilisers in
India is lower than the imported price. And as
far as newsprint is concerned, | can speak with
some knowledge because the newspapers are
asked to pay Rs. 1,064 per ton for the Nepa
newsprint while the imported newsprint is Rs.
164 less in value than the newsprint produced
by the Nepa Mills. The cost structure is a very
important consideration in assessing the value
of the public sector not only in terms of the
results but in terms of the service that it can
render to the community. Now, there has also
been a good deal of criticism in regard to the
reserve position of these public sector under-
takings, namely, that the reserves are not
satisfactory. In the case of a private-managed
enterprise and a private limited company the
reserves must have a relation to the paid-up
capital. In the case of twenty-four public
enterprises, the paid-up capital was Rs. 443
crores and in the case of 1,001 public limited
companies, it was Rs. 588 crores. | mentioned
these figures earlier. The reserves in public
sector undertakings is only Rs. 22 crores and
the reserves in the private companies is Rs.
510 crores. Why should there be such a wide
disparity in regard to reserves? One of the
difficulties in regard to the study of these
figures which the Government has presented is
that we do not know at what rate depreciation
is charged in all these public sector
undertakings. The Air-India International and
the Indian Airlines have an interest-free
holiday up to 1966 and, | believe, the
Hindustan Steel has also an interest-free
holiday. That is, on the money invested by
Government, no return is given by these
undertakings till this period is over. This is
also a loss sustained by the community. Now,
I may also mention here that while there are
some concerns like Hindustan Machine
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[Shri A. D. Mani.] Tools and the Resin and
Turpentine Factory in the Himachal
Pradesh which have done well, which  have
yielded higher profits than the units in the
private sector, these units are more or less
in a semi-monopolistic position. Once
that monopoly is taken away and once they
are asked to come forward and  compete with
the enterprises of the private sector, then only
we shall be able to  see whether they are
ableto maintain this high rate of return.
Nobody knows whether the  number of men
who are employed in the public sector
enterprises, in steel plants, etc., are necessary
for the job.  Recently, there was the Solveen
Report on the Rourkela Plant which has cost
us more than Rs. 212 crores and the
Solveen Report mentions that  there are 3,500
men working in  Rourkela while the number
of men necessary to run the plan is only 900.
This is the Solveen Report which has been sub-
mitted to the  Government. In the private
sector the  enterprises  are much smaller
staffed. =~ The problem of over-staffing is one
of the ' most serious problems of the public
sector enterprises. | do not know how far the
various Ministries have done the cost
accounting evaluation of production in the
public sector units. The cost accounting
which is done in private sector enterprises
is not done in the public sector enterprises at
all. If cost accounting is done, we  shall be
able to find out whether there has been any
excessive expenditure which could have been
avoided in the production of a particular
article.  All these factors clearly  show—
while | do not wish to run down the public
sector undertakings  because they have
not done well—the time has come for
Government to conduct ade novo, full-
fledged enquiry into the  conditions
necessary  for  the setting up of a public
sector enterprise. | may recall here that in the
first enthusiasm created by the nationalisation
of the coal mines in Britain by the post-War
Labour Government, we too thought in terms
of socialism
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and nationalisation and the State sector
expanding in every direction. But we have
passed far away from the year 19*8, and it
is  necessary now for Government to find out
in what conditions a public sector
enterprise should be set up and in what condi-
tions it should not be set up. Enquiries have
been conducted in England which have
shown that the public sector enterprise is
necessary in those areas, in those sectors,
where capital is not forthcoming  in
adequate quantity or where there is not enough
scope for the private enterprise or where
materials are  produced for strategic and
defence purposes. It is necessary that
Government should reconsider the expansion
of the public sector enterprises. Again
applying Mr. Morrison's test of  sound
business management, if a public sector
unit is not going to work as well as a unit in
the private sector, why should Government
invest more and more money in the public
sector undertakings? Unfortunately,  our
foreign exchange difficulties at  the present
time are not a little due  to the ineffective
working of the public sector and the public
sector undertakings not coming up to the
expectation entertained by the planners.

I would like to mention further that we have
also to think of reorganising the present set-up
of public undertakings. Some are department-
ally-run organisations like the Integral Coach
Factory in Madras run by the Railways, some
are limited liability companies and some are
public corporations. Now, in regard to limited
liability companies, everyone knows that two
persons can form a company. The President of
India and the Secretary of the concerned
department can, by becoming subscribers,
float a private company. | have tried to go
through the reports of some of these private
limited companies and | should like to say
that one does not get wiser by reading them.
In the case of a private limited company the
directors have considerable latitude of
operation,
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and they are ina position to run their
enterprise with full discretion. There is a
shareholders'  meeting but at the
shareholders' meeting only questions in
respect of the  annual balance-sheet can
be raised because even the agenda is
determined well in advance. Of course, it is
open to a shareholder to raise any matter by
sending a requisition for a special
meeting of the private limited company. In
the case of the public undertakings

which are accountable to Parliament,
again coming to ~ Mr. Morrison's second
test, we should have much more
information than what is given in the

reports of private limited companies owned
by Government. There we have a very poor
narration of the financial transactions and a
short statement on how the company is
worked. What | should like to see in all
these things is a  performance report
from the public and the private limited
companies that they expected to produce so
many tons of steel, that they were able to
produce only this much, that the shortfall
was due to these factors, that the cost of
production was estimated like this but that
the actual cost worked out a little higher
and so on so that Parliament mav have full
information on all these matters.

In regard to private limited companies, |
should like to mention that the Estimates
Committee many years ago went into the
matter of the working of these companies
and some observations of the Estimates
Committee may well bear repetition here.
This is the Balwant Rai Committee's
Report, the 1954 Report. Now, this Report
says:

"The meetings of the Board are held at
various places where the undertakings are
located, and these meetings generally
take place after long intervals for a short
period of a day or two. The agenda is run
through, as it were, each Officer giving
his Department's point of
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view and then hurrying back to his post of

duty."

Most of the private limited companies
owned, by  Government are manned by
officials, and the Estimates Committee, even
at that time, recommended that the Boards
of Directs of these companies should consist of
men of known business experience, that is to
say, we purchase talent in the open market by
getting people who will work as full-fledged
directors, as the  directors are working in the
Tatas and other business concerns, and |
would, therefore, suggest to Government
that if they are going to continue the
private limited liability form of organisation
for many of their concerns, they should
try  to weed out the  official element as
much as possible and take businessmen as
recommended by the Estimates Committee.
Further it is time for Government to  think
in terms of the public lightening its burden
in regard to investment in these
undertakings.  Somehow, in spite of the
Estimates Committee's recommendation that
25 per cent, of the capital of these private
limited companies and public undertakings
should be subscribed by the public, no action
has been taken on this recommendation of the
Estimates Committee. If it is possible for
Government, they should throw open 25 per
cent, of the capital for private  participation
and take representatives of private shareholders
also on the concern so that these
representatives may go to some extent to
neutralise the official element on the Board

Further, Madam, | would like to say that in
regard to recruitment of staff for these
undertakings, the Estimates Committee, many
years ago, recommended the setting up of an
industrial and commercial cadre. It may be
necessary for Government to think in terms of
paying for this cadre more than what they pay
an I.A.S. officer. But as long as income-tax
takes away a substantial portion of higher sala-
ries, the State is not going to lose, because
what you pay inthe form of
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[Shri A. D. Mani.] higher salaries you will
get back in the form of income-tax at some
stage. In regard to a cadre like this the present
recruitment policy is not satisfactory because
somehow we like to believe in the open door
policy, of senior officers being chosen by the
Public Service Commission. If there is to be
an industrial and commercial cadre, there
should be a separate Public Service
Commission for this purpose, and men who
have technical knowledge of the requirements
of business and industry should sit on the
Public Service Commission and the terms of
emoluments may have to be somewhat
different from those obtaining for Government
servants since in Government, if a man enters
service at the age of 24, till he is 58 he cannot
be retired even though he is inefficient. But in
the private sector, if a man is not good; he is
given what is called severance pay and asked
to go away with six months' salary or eight
months' salary. So their terms of emoluments
should be quite different from those of the
Government servants.

Madam, so many public sector undertakings
are working. Some are called running
concerns; some are called concerns which are
under construction and which have not yet
begun to run; some are called concerns
managed by departments of Government. Sir.
it is time that we have a separate Ministry for
public sector undertakings. Now my hon.
friend, Mr. Bhagat, who is here, can answer
on™ for the Finance Ministry, which is
ultimately responsible for these undertakings,
but if one were to ask him detailed questions
about the steel plants, he will not be in a
position to answer. Unless we have a Ministry
for public sector undertakings, which has the
advantage of the pooling of information
gained from the working of the various public
sector enterprises, we will not have an
efficient pnMcy implementation. If a Ministry
of that kind comes into b*ing, what | would
expect is for that Ministry to function as the
Ministry of Production functions in the
Communist countries. Madam, | went to
Poland
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and visited the Ministry for Coal Production,
and they told me that they have a weekly
report about the outturn in the coal-mines, and
if there is a shortfall, an immediate
explanation is asked for. If the Ministers
concerned are asked when they get the reports
from the public sector undertakings, they
would perhaps say that it will come after two
to three weeks, and then an enquiry has to be
made. The way in which Government runs its
business cannot be the way Government can
run a private enterprise, and if a Minister is
appointed for public sector undertakings, we
will have the advantage of a uniform policy.
The present Report itself mentions that in
regard to the apportionment of depreciation
there has been a variation from one enterprise
to another, that some followed the 'straight
line' method and some others followed the
‘diminishing balance’ method, and they
themselves suggest that there should be a
uniform policy. If Mr. Bhagat. recommends a
uniform policy, the Ministry concerned may
not accept it. So from all points of view a
Ministry for public undertakings should be
created.

There is also another aspect of this matter,
and that is that 1he consumer has a very big
part to play in determining the future of these
undertakings. Now in the case of the Hindus-
tan Antibiotics—the sam” may happen with
the other undertakings—they have allowed a
rise <n the price of penicillin, but it is the
consumer who pays, and the consumer who
pays, pay? in the form of a very rigorous
indirect taxation. There should be a
consumers' counci® appointed, consisting of
people affected by each public sector
enterprise so that they may have advice to
offer on the cost structure of tho products of
the public sector enterprise.

Madam | have also mentioned about over-
emDloyment in the public  sector
undertakings, and it is time for Government
also to go into the question of the entire staff
of the public sector
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undertakings. Hourkela is not working well
and it has never worked well. Since its firs'i
coke oven battery was commissioned in 1953
the steel plant there had not gone into full
operation oa account of many snags and
failures in the factory. Therefore, the Gov-
ernment should conduct an enquiry into the
staff of these undertakings and prune them
away wherever necessary.

Madam, we have spent a lot of money on
these public sector undertakings, and | feel
that before we go up to the targeted outlay of
Hs. 2,500 crores under the Third Plan, we
should now try to assess the working of these
enterprices and find out whether they are
giving the proper return to the community. If
it is not giving a proper return to the
community, there is no point. . .

SHRI P. N. SAPRU (Uttar Pradesh): You
want them to be handed over to the private
sector?

SHRI A. D. MANI: No, no, we should run
them on, better, but we do not expand these
inefficient enterprises. That is the submission
that | would like to make to the House.

The question was proposed.

SHRI  PANNALAL SARAOGI  (West
Bengal): Madam, | listened very carefully to
the highly critical speech of my friend, Mr. A.
D. Mani on the working of the industrial and
commercial undertakings of the Central Gov-
ernment. | felt as if he was suffering from a
sense of lack of sympathy, which we must
always have when we discuss any important
matter.
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There are always two sides to a question, and
in the present discussion also we have to take
into consideration both the aspects. Just as
about a glass, which is half full of water, we can
always say that the glass has water, we can also
always say that the glass is empty or half
empty. Similarly, in such a discussion we can
always point out both sides of the matter. While
be was discussing the subject | found that he
mainly based his .
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discussion on three or four points. First of all,
he was highly cutical about the higher cost
anc' low efficiency, secondly about the rate of
return, and he also mentioned about the
methods of recruitment of staff and

allied matters. While | go on 3 p.m.
to discuss these things, |

would like to point out that we are in
the same process of industrial development
today as the U.K. or the Continent was during
the period of the Industrial Revolution. But
there is one difference. We want to make up
within a period of a few years decades of
development. Hence the country is feeling the
stresses and strains of a rapid development.
Mora-over, we are living in a period of rising
costs all over the world and our costs are
increasing faster. 1 would like to enumerate
the different stresses and strains with which
our economy is suffering and which have led
to delays and higher costs in the setting up of
our big industrial undertakings in the country.
They are:—

(i) Lack of efficient cost accounting
system.

(ii) Lack of managerial personnel.

(iii) Dearth of technical institutes and

instructors.

(iv) Lack of healthy trade union
movement.

(v) Absence of productivity cons-
ciousness.

(yi) Complete dependence on foreign

supplies not only in setting up of the
projects but also for running them;
and

(vii) In very many cases the problem of
maintenance of projects.

In a way, these are inherent in an economy
heavily dependent on agri-cuHure. No
wonder, therefore, that our estimates have
gone wrong and there have been extreme
delays. But what is important to mske note of
is that these factors should not make us
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[Shri Pannalal Saraogi.] complacent and
the Government should not take shelter under
one pretext or the other for the future and for
all times to come. Now that we have the
experience of over a decade of planning,
these obstacles should m future be guarded
against properly and steps taken to see that
public sector projects fare in the Third Plan
rather successfully.

I would now like to speak something about
the rate of return, and | would say that it is
true that the rate of return is rather low. But it
should . Jt be forgotten that the industries in
the public sector are the basic industries of the
country vis-a-vis the consumer goods
industries which form the bulk of the
industries in the private sector. Mr. Mani
referred to the study of the Reserve Bank of a
thousand and one industries in the private
sector. He compared the figures of the public
sector industries vis-a-vis the private sector
industries. There what | want to point out is
that the public sector industries are the basic
industries. The private sector undertakings are
mostly consumer goods industries. Moreover,
these public sector undertakings are industries
where India had no traditions before and had
to develop new skills. Of course, there is
lethargy and weakness here and there which
nobody can justify. But the point is that if the
Hindustan Machine Tools could become an
ideal image of public sector undertakings,
why not others could emulate and follow the
same?

Another pertinent point is that but for the
public sector projects the drain on foreign
exchange today would have been
phenomenal. One other point that | would like
to stress is this. Which private sector industry
today has got the capacity to invest Rs. -100
crores or Rs. 500 crores or Rs. 1,000 crores?
The biggest private sector combine today has
a paid-up capital of Rs. 72 crores. That is
important. If the Government had not
succeeded in setting up the Bhilai steel
project, could there have been a Rourkela or
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a Durgapur? Moreover, the private sector
would not have succeeded in setting up an
integrated machinery project or a basic
chemicals project. Madam, | am basing my
observation on the fact that very recently the
Government had allocated the setting up of
fertiliser projects in the private sector, but |
am really very sorry to say that th, settnig up
of fertiliser projects in the private sector has
not been very successful. So let us, by all
means, point out the weaknesses of the public
sector undertakings but let us not also forget
the service wnich they have done in building
up the base of industrial development.

Madam, we all know that costs in the
public sector are more but even with bigger
costs industries have to be set up, and the base
has got to be strengthened. Let us criticise in a
spirit of healthy competition but not decry
just for the sake of criticism. - agree that the
performance of public sector undertakings so
far had not been up ;o0 the mark but, by and
large, the thing has got to be viewed rather
sympathetically. We all know that even when
modern weapon®) have been imported, we do
not know the technical Inow-how, how to use
them. So, how can we expect that perfection
could be attained in such a short time in such
big industrial projects? | personally feel that
these big industrial projects in the public
sector undertakings are really the pride of the
nation, and we should all aim and see to it
that they are run properly.

Mr. Mani referred to recruitment in the
pub'ic sector undertakings. | would draw the
attention of the hon. Deputy Minister to the
constitution of a technical pool by the
Government today whkh supplies a large
number of personnel for our public sector un-
dertakings. | personally think that there is
virtually no recruitment today from the Union
Public Service Commission. May | ask the
hon. Deputy Minister to let us know the total
nbtn ber of people in the technical pool and
the number of people absorbed from this pool
in the public sector undertakings? This will
throw sufficient light on the matter of
recruitment.
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Mr. Mani also referred to the ro.i-
duct of staff and labour in the public
sector undertakings. But, Madam,
we all know that human conduct is

just the same whether it is m the pri
vate sector or in the public sector. Let
us not take the vicarious pleasure that
something has gone wrong in this sec
tor or something has gone well in
that sector. The labour problem or the
problem of staff has got to be viewed
in the larger perspective and an inte
grated approach has always got to he
taken.

Madam, in the last session there was a talk
of a Public Sector Undertakings Committee to
be formed from amongst the Members of both
Rajya Sabha and Lok Sabha. This Committee
was to have been distinct from the Public
Accounts Committee and the Estimates
Committee. We would like the hon. Minister
to enlighten us about the progress made in this
matter. Thank you.

SHRI M. S. GURUPADA SWAMY
(Mysore): Madam rDeputy Chairman, this is
not the first time that we have been discussing
about the problems of the public sector. Many
times in the past we have expressed our
opinion in regard to the various problems,
trials and tribulations, drawbacks and bottle-
necks, regarding this sector. We are now
discussing a Report which is two years' old. It
is a sort of post mortem examination. But we
are discussing this Report today with a view
to deriving certain lessons whereby we would
be ible to solve some of the difficulties, some
of the problems and some of the
confrontations that we have been facing in
this sector.

Madam, the hon. Member who just
preceded me said that, after all, the
performance is not so dismal; it is not so bad,
and all that. May | point out that the whole
discussion should centre round one factor,
that is, whether the anticipated surpluses that
are mentioned in the Plan are going to be
realised, whether the specific goals and
targets fixed in the Third
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Plan are going to be reached, whether in the
past shortcomings occurred and, if so, whether
these shortcomings were beyond human
control? These are the problems which have to
be properly analysed and solutions found. One
of the greatest problems of the public sector
has been that there is considerable slippage,
continuous slackness and a mood of in-
difference which is responsible for some of
the problems in the public sector. | may, in
this connection, point out the example of the
Hindustan Steel Company. Many times in the
past criticisms had been levelled that the
Hindustan Steel Company was not proving
worthy of its existence because the
performance in the steel projects at Bhilai,
Rourkela and Durgapur, had been so low that
we had not been able to reach the targets fixed
for the Second Plan. Even now, as it is, we are
afraid that we will not be able to achieve the
target fixed for the Third Plan. Already in the
Rajya Sabha the hon, Minister, Mr.
Subramaniam, pointed out that we might be
behind the schedule by one year. That means
we will not only be not able to fulfil this target
but we will be forced to rely on more and
more imports of steel. It means continuous
drainage of our foreign resources which is
already very much depleted. Therefore, the
problem is Whether we would be able to
create surpluses in these public sector under-
takings which can be ploughed back for
expansion  for  further development
programmes that we have already drawn up.
Now, the greatest danger seems to be that the
projects that have been in the public sector are
suffering from both problems of organisation
and management and also lack of costing as
well as lack of national approach in regard to
profits. In all the countries of the world, these
two factors have been taken into
consideration, one that there should be proper
costing, that is, there should be proper pricing
based on costs and secondly, there should be
proper and adequate return for the investments
made. | do not think sufficient  attention has
been
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[Shri M. S. Gurupada Swamy.] bestowed
upon these two problems. There has been
slipshod approach, slipsnod thinking. As a
result we today find that the return on the
huge capital invested is so ridiculously low.
The Report goes on to point out that there has
been some sort of return. As my friend, Mr.
Mani, pointed out, this has been rather
misleading because all the projects have not
been taken into consideration. The Hindustan
Steel Projects in these three areas have not
been taken into consideration while
calculating this return. Therefore, it will be
very misleading to say that there has been
adequate return. | may point out that recently
efforts have been 'made to find out the exact
return on the investment made in seventy-two
public enterprises and the House is aware that
the return on the investment made in all these
projects is somewhere near 0-3 per cent., not
4:5 or 5 per cent, as claimed by the authori-
ties. Therefore the performance is rather low
and it is far from satisfactory.

There is another point which has to be
taken into consideration. One of the problems
that have confronted the public sector
undertakings has been that there is too much
of Central control, financial and administra-
tive, leading to too much of regimentation and
killing of local initiative and autonomy,
thereby upsetting the efficient working of
these various undertakings. Of late some steps
have been taken to bring about devolution of
power and responsibility to give more
organisational power to the General Managers
of these various projects but unfortunately not
much effect seems to have been produced.
Still there is so much of control from the top.
The initiative and independence and sense of
responsibility are completely lost sight of at
the local level. It is very visible in the projects
in Bhilai, Durgapur and Rourkela. Now, the
Report goes on to say that there were certain
difficulties in way of commissioning these
steel projects but | am amazed to
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find that the projects have been completed but
commissioning has taken such a long time.
There is so much delay in commissioning
these projects. | do not know why there
should be such a delay. | do not understand
why plans have not been drawn up in regard
to the various phases of development, the
various phases of commissioning and various
phases in regard to even expansion. | do not
think if even today these have been
formulated. They do not seem to have taken
care to see that these things are implemented
in proper time. | know that there will be many
emissions and commissions when we
undertake big projects but these occasional
faults should not become a habit. They should
not lead to consistent emission or commission
on the part of the authorities. Unfortunately,
the story of these public projects has been a
story of continuous neglect, continuous
indifference and continuous omission.

SHRIA. D. MANI: Inefficiency too.

SHRI M. S. GURUPADA SWAMY: There
is one more point which is vital. Some time
back we discussed here the necessity for
having a Parliamentary Committee to watch
the functioning of these public undertakings.
There was some dispute in regard to the
powers and composition of this Committee
but I do not know why this has not been
brought during this Session. | can understand
that we are meeting in a very great emergency
and it requires that we should devote more
attention to problems of emergency. But now
it is time that the Government should come
forward with their proposals to set up a
Committee of Parliament where both the
Rajya Sabha and the Lok Sabha should be
equally represented, should have equal
powers and equal responsibility.

There is one more point in this context. It
was raised some time back by some Members
that in regarfi to various undertakings in the
public sector, it would be advisable to have
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one pattern of organisation. There have been
different patterns. Today some are managed
under Company-Law Administration, some
are managed as departmental undertakings,
some are managed as corporations. So there
are different types or patterns in the set-up of
these organisations. It would be desirable and
also necessary that one pattern should prevail.
I would suggest that these organisations
should take the form of public corporations
and as far as possible, we should avoid
registering these bodies under the Companies
Act and if we do this, we will be achieveing a
number of advantages. The main advantage
would be that these corporations will be in a
better position to discharge their functions
without the wvarious laws and various
procedures contemplated in the Companies
Act. Secondly, the public accountability of
these corporations will be very much assured.
Therefore, there should be a single pattern of
organisation and public type of corporation
should be preferred to other types.

Lastly, I would suggest that a lot of stream-
lining is necessary in regard to the working of
these public undertakings. ' I know that some
steps have been taken in this regard and some
officials also have been removed, officials
who have been found to be inefficient and
incompetent, and the procedures are also
being very much stream-lined. 1 would
suggest that there is a lot of delay and because
of these rules and regulations, the red-tapism
is rather very much in vogue still. 1 suggest
that during this emergency it would be
necessary that all this should be cut to the
minimum so that the projects may work in full
speed, in full tempo and necessary steps to
vitalise the working of these projects should
be undertaken by the Ministry soon. Thank
you.

SHRI ARJUN ARORA (Uttar Pradesh):
Madam Deputy Chairman, today the public
sector plays a very important role in the
country's econo-
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mic life. This Report before us is not a
complete picture of tne economic activities
that are going On »n our public sector.

SHRI LOKANATH MISRA (Orissa): It is
a presentable selection.

SHRI ARJUN ARORA: It is not a selection,
as the hon. Member of the Swatantra Party
seems to imply. The fact is that the biggest
and the most efficiently run public sector
enterprise, namely, the Railways, does not
figure in this Report. There is the defence
industry which also does not find place in it.

THE DEPUTY MINISTER m THE
MINISTRY ofF FINANCE (SHRI B. R.
BHAGAT); They are not commercial
undertakings.

SHRI ARJUN ARORA: That is what | want
to say. This is not a complete picture of the
role that tne public sector plays in the
economic life of the country. As | said, the
Railways are not there and the defence
industry undertakings are not thera. Only a
few of the factories are included in this
Report.

It is strange that the protagonists of the
private sector, the advocates of unbridled free
enterprise and champions of the capitalists
lose no opportunity of attacking the public
sector. The public sector is attacked because it
is not able to give suitable returns. The public
sector is attacked because it is said that the
people who know things could have done the
thing much better. The public sector is an
infant only a few years old. These commercial
and industrial undertakings whose Report is
under consideration today, are only a few
years old. Before these undertakings came
into being, the private sector had the fullest
sway over the country's economy. What had it
achieved then? You look at the economic
picture of the country in the year 1945. Most
of the industrial undertakings that were in this
country were installed, not by the  Indian
industrialists, but by
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In 1946 when, thanks to the heroism of
the  people who fought for freedom, it
became evident that the British empire would
no longer be able to hold India, the British
industrialists, Scotsmen in particular,
began to sell their industrial units and those

who had made money in the stock
exchange, those profiteers who had grown
rich during the war  years, those  tax-
dodgers whose mysterious wealth had accu-

mulated during the war years, began to buy
the industrial undertakings that had been
installed by foreign capital. | say that the
wealth of these people Had grown
mysteriously, because during the war, for
several years, the taxation was more than 15
annas ina rupee and so all those who
managed to accumulate tens  of crores were
obviously evading taxation, were
obviously indulging in immoral activities.
That is why in spite of the very heavy rate of
taxation, the end of the war found them
possessing so much wealth. The private
sector in this country is neither an example of
industrial vision,  nor an example of good
management. My learned friend here referred
to costing.  He also referred to returns. But T
may say that in the private sector today it is
quite customary to maintain three sets of
balance-sheets, one one balance-sheet for the
shareholders and the workers, one for the
Company Law authorities and the Income-
tax department, and the third for those
who run the industry, the managing agents
and the like. In spite of all that the
Companies Act has done, the existence of
two or three sets of account books is a
common feature. If private industries say that
there s no return in the public sector, | would
refer them to the innumerable bonus cases that
are being contested in the industrial ~ courts.
Every time  the worker whose hard labour
yields the profits, = whose hard labour leads
to results which make it possible for the
industrialists to run  their Cadillacs, ask for
a bonus, these  industrialists plead that thev
have no capacity to pay. They make this
plea before the j

India for example in the case of cotton textiles,
sugar, jute, iron and  steel, coal-
mines, tea plantations and so on. In every
case the employers have come forward and
said: "We have not the capacity to pay a pie
more to our workers." The private  sector
industries which have been established for
along time plead today that they have got
no capacity to  pay a single pie more by
way of wages tothe workers. Yet they are
presented before this House as the paragons
of virtue and experts in management.
Madam, I would say that such expertise is
not good for the country, and the sooner we
dispose of them the better. Madam, our
dependence on foreign supplies was very
great indeed,  before the public sector
began to play its significant part in our
economic life. The way the private
industrialists had been meeting their needs
of spares and their needs of stores by draining
our foreign resources was a disgrace and
today, when the public sector is working
for removing that drain, it is held up as an

example of bad management. | say, let
there  be bad management, as long as
the smoney remains in this country and
even if it is in the foul pockets of these

people it can be brought out and wherever it be,
it can be ultimately mobilised for the national
good. But if the private sector is given
unbridled play, what will happen is not only
the spare parts that they need, not only their
stores, but also the lipsticks and creams for
their wives will continue to be imported,
taxing our slender foreign exchange
resources. Madam, the question today is,
will this country prosper or will it sacrifice the
prosperity of the nation for the sake of a few
rich individuals who claim that thev run their
industries very well?  This claim they put for-
ward, not before their workers, not before
rjeonle who know the industry, but from
platforms like this.

Madam the wastage in the private sector is
phenomenal. The war profits and the profits
that the private



2943 Report on the
working of the
Industrial and

sector industries earned during  the post-
war years, were squandered and these
paragons of good management today come

before the Government and the public
sector and ask for money for
rehabilitation, for modernisation and

expansion. As  many as six financing
organisations, have been set up by the
Ministry of Finance to lend money to the
private sector. The whole of the private
sector today is, actually speaking,
mortgaged to these organisations which have
been set up to finance the private sector, to
meet its Its  needs of rehabilitation,
modernisation and expansion. Where is one
industrial unit in this country  which has
been: established during the last five or six
years without financial and other aids from
these public  sector finance organisations?
I challenge the protogonists of the private
sector to mention only one. | know some
and T know they are heavily indebted to the
Government. It is strange that
Government  gives  them money to
squander in the name of rehabilitation, in the
name of modernisation and for expansion so
that ultimate'y  their industrial empires
grow.  They refuse to pay fair wages to the
workers and they refsue to pay them bonus.
The rate of dividends in the country today is
such that the middle-class investor is
absolutely unwilling to invest  in industry
because it has no faith in that managerial
experience of which we have heard so
much. The middle-class investor, the
small investor, used to be the backbone of the
industry; he used to provide finance and he
did not bother about the management.  All
he needed was some dividend at the end of
the year. The managerial class, the
managerial ~ experience, cost control and
all that rubbish that we are told again and
again leads only to one thing and that is
that the rates of dividend are infinitelv low
and the small investor simply refuses to
invest in the Industrial enterprises of the
country. There is no effort at research in the
private sector. No industry in any part of
the world has prospered  in the absence of
research.  The private Sector in this country
is the singular example of managements
having
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nothing to do with research. That, I find, is a
regular feature in almost all public sector
industries. Their researches will help them to
expand, help them to modernise and help
them to improve their efficiency.

As far as the targets are concerned, it is
really a surprising thing that a socialist like
Prof. Gurupada Swamy should lament that the
targets were not achieved in time. Those
familiar with industrial undertakings know
very well that it takes years of production for
industries to reach their rated capacity.

SHRI M. S. GURUPADA SWAMY: But
that is the rated capacity given by them.

SHRI ARJUN ARORA: Yes, but | am sorry,
a rosy picture was painted and even learned
people like Shri Gurupada Swamy were taken
in. In industry rated capacity is hardly
achieved during the first few years. The
efficiency chart of any industry can be cited to
show that efficiency in the public sector steel
plants is not as low as it is sought to be made
out, though it is correct that the targets have
not been reached, the ful installed capacity is
not properly utilised. That happens in any
industry. Take, for example, the great
automobile industrv run by the private sector
in the country. It has had decades of protection
and still it needs protection and every year
protection is granted. If it is so well managed,
if the cost control is so wise, if it is very effi-
cientlv and so magnificientlv run. whv can't
that industry, after fifteen years of existence,
compare and comoete with any foreign
producers? The fact today is that the greed of
the private sector is so great and even innocent
men like Shri A. D. Mani are deceived and
thev begin to plead their case. The private
sector in this country can hardly produce an
example where cent per cent, efficiency has
been achieved. T am familiar with the working
of some industries in the country and | know
that in the prvate sector during the last fifteen
years efficiency has gone down, the lot ol
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the workers has also gone down and the only
thing that has happened is that the standard of
living of the managerial class and the
entrepreneur has grown. So, it is time we
applied some curbs on them and have more
and more of public sector enterprises with the
sole aim of securing for the country economic
independence and putting an end to our
dependence on foreign supplies altogether.

SHRI DAHYABHAI V. PATEL (Gujarat):
Madam Deputy Chairman, | would like the
discussion on the subject that we have before,
us, namely, the working of public
undertakings, to be rather restricted to this
subject instead of digressing into a general
discussion on the benefits or otherwise of
public undertakings, private sector, public
sector, etc., as very recently we have had one
such debate. Besides, the number of State
undertakings covered by this Report is too
numerous to be dealt within the short space of
time that is available for this discussion. Since
the implementation of the Industria’ Policy
Resolution, a number of public sector
undertakings have come into existence, a
sizable number of which have been completed
and are in full operation. At this stage,
therefore, it is necessary to assess how far the
large  investments entailed in  these
undertakings are efficiently utilised and how
far they will effectively assist the process of
economic growth. The Third Five Year Plan
estimates that as compared to the beginning of
the First Five Y«ar Plan in 1955-56, the
contribution of the public sector will increase
from less than two per cent, to nearly a fourth
in the organised manufacturing industries aid
from less than a tenth to over a third in mineral
production. Tt is necessary, there Pore, to
assure that publ'c investment is utilised in a
manner that would yield maximum production
wih minimum cost to the societv. A review of
the working of nublic enterprises, however,
leaves the impression that they have yet to
come un to exDected standards. In this,
Madam, Members of the House have
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another difficulty. The reports  that are
before us, of the various undertakings, are
not  according to any standard pattern and
S0 it is not easy to judge or compare the results
of different undertakings or, as a matter of fact,
from year to year. | would like reports to be
put before Parliament and the country in the
form of proper commercial accounts, accounts
that are duly audited, reports that are presented
in  time, not delayed, as, for instance, this
Report could be classed. We are discussing
a Report on something that is two years
old. If these reports are placed before ui in
this manner, they lose much of their
importance.  Madam, there is reference, for
instance, in the Report  to the working of the
de-luxe hotel, the Ashoka Hotel. | wonder
how a reference to this hotel is relevant in
the present context when the number of
tourists who will visit this country is going to
be very small. The rosy picture that we have
before us of the working of this hotel is
something that relates to its working a few
years back. How is it certain that this is
going to continue in the present cir-
cumstances? Therefore, it is necessary that
reports of this type be presented to Parliament
without delay and as early as possible.
Whatever the reasons the fact is admitted and
recognised that he public sector  under-
takings are not vyielding what they were
supposed to yield when the projects were
conceived, planned and taken in hand. It
is not correct to my mind to say that this was
an overestimate. After all the  Planning
Commission which decided finally that the
particular project was to be taken in hand did
not do it in any light-hearted spirit. They had
a good deal of consideration, they spent a lot
of time, consulted experts and it was planned
that a particular project in so many years
would yield so much  money. W, have failed
very miserably in this As a matter of fact, as
was pointed out during the Budget discussions,
any rise in taxat'on would not have been
necessary during the last two years if the
public sector projects had been yielding what
they were supposed to
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undertakings this is. Madam, | would say
that in any free country the person in charge,
the Minister in-charge would have been
impeached if such a failure had taken place.
We have heard from friends here what is
being done in totalitarian countries to people
who fail miserably in this manner. Here we
do not know how many people have been
taken to task for failures of this type.
Perhaps some of them may have been
transferred; whether they have been kicked
up or down we do not know but as long as
the Government takes up this corn-
placement attitude about these repeated
failures, about the losses that the exchequer
suffers—ultimately it is the tax-payer who
has to pay for these— there is no likelihood
of any improvement being effected.

There was reference, Madam, by some of
the previous speakers to a Committee that
was contemplated for public sector projects.

[THE VICE-CHAIRMAN  (SHRI M. P.

BHARGAVA) in the Chair.]

If such a Committee were to mean more
rigorous inspection by Members of
Parliament of some of these projects, |
would certainly welcome it but if this
Committee is in any way to detract from the
authority of Parliament or from the exercise
of the power of audit that the Auditor-
General exercises over these projects, |
would be most strongly opposed to any
such proposal. And | believe that was one
of the reasons why the proposal was more
or less still born.

I do not want to burden the House by
repeating some of the points that have been
mentioned as to w'hy there has been failure,
failure because of inefficiency, because of
delay in the implementation of the schemes,
because of poorer return since the capital
investment has been much more than was
originally planned and for which no serious
action appears to have been taken by the
Government. It is said that the private sector
enjoys certain advantages over the pub- ,
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lie sector. | am afraid that that 5s not a correct
statement of facts. The private sector does not
enjoy the power that the Government has.
When machinery for the steel plants was being
imported, for instance, the Port Trust evolved
a new process, what they called, the no-pass
process, by which the machinery was cleared
without customs clearance certificates of
settlement of duties. | am not against that
procedure if it was necessary to see thnt the
goods were cleared from the docks quickly.
After all, as far as the duty was concerned, it
was going from one pocket to another and if
this process saved time it was worth whi'e.
But | must point out that it is necessary for the
House to remember that no such facilities are
available to the private sector. The private
sector has to take to the normal course and in
spite of that the private sector has been able to
stand better than the public sector. Let us
recognise that fact.

Then my friend, Mr. Mani, made a
comparison from the Reserve Bank Survey
and he brought out several points which are
real po'iits worth considering. | believe he
omitted one point because of shortage of time
and that is that the borrowing in the public
sector is very often at a very low rate. Very
often it is free of interest while some of the
borrowings are at 2J per cent, while the
private sector has had to borrow at very high
rates, from 7 per cent, to 12 per cent. Even
then how is it they are able to stand
competition?

In conclusion, | would once again refer to
the remarks that we heard from the visiting
President of the German Democratic Republic
that a country is built, that the industry of the
country is buiH, by hard work; there is no
other way to do it. Unfortunately in this
country we are going about it the wrong way.

SHRI N. SRI RAMA REDDY (Mysore):
Mr. Vice-Chairman, Sir, | would like at the
very outset to point out that the Report, that
has been presented to us and which we are
dis-
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does not represent the whole picture of the
public undertakings. Here, in this Report, 42
industries have been dealt with. The
undertakings that are under construction,
completed undertakings not fully
commissioned,  running  concerns  and
promotional and developmental undertakings,
all of them together come to 42 undertakings,
whereas in the Explanatory Memorandum on
the Budget of the Central Government
presented to us at the time of the discussion of
the Budget, a different set of figures was
given to us. There it has been mentioned that
there are as many as 74 industries managed by
the Central Government under the different
Ministries. An analysis of this shows that
these 74 industries are managed by 12
Ministries. The Ministry of Commerce and
Industry are managing 28 industries. Under
the administrative control of the Ministry of
Finance there are 6 industries under the
Ministry of Transport and Communications 7;
Ministry of Defence 4; Ministry of Food and
Agriculture 2; Ministry of Home Affa'rs 3;
Ministry of Irrigation and Power 1; Ministry
of Rehabilitation 2; Ministry of Scientific
Research and Cultural Affairs 1; Ministry of
Steel Mmes and Fuel 14; Ministry of Works
and Housing 3; Department of Atomic Energy
2. Thus in all there are 74 industries managed
by the various Ministries of the Central Gov-
ernment. 1 do not know why only 42
industries have been singled out and discussed
here separately. Sir, I am one of those who
believe that the proof of the pudding is in the
eating of it. Now, according to the
Explanatory Memorandum given by the
Finance Ministry to us there are 74 industries
managed by the Central Government the
capital of which comes to Rs. 900 crores
whereas according to the figures given in this
Report, Rs. 952 crores is said to be the capital
invested in these 42 industries. | do not know
whether we are to rely on this book or that
book. Both are issued by the Ministry of
Finance

SHRI LOKANATH MISRA:
after tb ought.

This is an

[ RAJYA SABHA ]

Commercial Unde-- 2950
takings of Central

Government

SHRI'N. SRI RAMA REDDY: Anyway we
are discussing a Report and we have to place
an honest interpretation on the facts presented
to us. It is not a question of discussing this or
that ideology. We want to know how this
discrepancy has arisen and whether it has any
basis. |1 would like to have an explanation
from the hon. Minister in this regard. Now,
Sir, the total integrated picture of these 74
industries  managed by the Central
Government has also been given. The
estimated profit for 1961-62 is said to be Rs.
1-63 crores and the estimated profit by the end
of 1962-63 is said to be about Rs. 3'22 crores.
On the basis of the capital invested it works
out to 0'3 per cent, so far as the year 1960-61
is concerned. For 1962-63, it is said to be 0-4
per cent. This is the state of affairs with regard
to our public undertakings as per the
Explanatory Memorandum presented to us,
whereas here in this book a very rosy picture
has been given.

SHRIA. D. MANI: A false picture.
SHRI B. R. BHAGAT: Not false, but correct
picture.

SHRI N. SRI RAMA REDDY: It may be
correct, but all the same the picture is not
rosy. They have selected 26 industries that
have been commissioned already and which
are running in a good condition and even in
respect of them the picture presented to us
does not look to be very rosy according to me.
Now, the capital invested on the 26 industries,
that have been chosen by the Finance Ministry
in its Report, is said to be Rs. 211-9 crores.
Let us take it as Rs. 212 crores. And what is
the profit? Of course, there is a net profit of
about Rs. 8:74 crores. After allocating these
profits to reserves, development rebate,
depreciation, dividend, etc., what is left, is
only 0-49 crores or Rs. 49 lakhs. For an
investment of the magnitude of Rs. 212
crores, barely Rs. 49 lakhs have been left,
which works out to one-fourth per cent. I have
calculated and it works out to 1|4 per cent.
What is the sort of development or expansion
which we talk of that can take place
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under this 1/4 per cent, surplus that is left
over after allocating the net profit to various
expenses involved in the whole affair? Now,
we talk of a self-generating economy, a self-
accelerating economy and things like that.
How do we generate a self-accelerating
economy at all if the surplus produced on a
capital of Rs. 212 crores in regard to a few
chosen industries is only Rs. 49 lakhs for the
entire year?

SHRI DAHYABHAI V. PATEL: It is self-
liquidating.

SHRI N. SRI RAMA REDDY: | am not at
all bothered about this side or that side. We
are talking purely of economics. It is a
question of how efficiently and how well we
run out-public undertakings. | am a believer in
socialism, certainly not the type of post office
socialism which was talked about some time
back. 1 am a believer that any undertaking
which is managed by the Government should
be run very efficiently and it should be
capable of earning for all its developments.
All the surpluses are necessary for its
expansion. If we just do not do that, | for
myself would refuse to pay much of a
compliment to the departments that are
responsible for running these undertakings.
Now, what is the position in the country? The
public undertakings must really expand.
Public undertakings are the sine qua non of
the progress of the entire nation. We believe
it. But if they have failed to produce the
results that are expected of them, certainly we
cannot be a party in the name of socialism to
support any measure that has been undertaken
in the name of public undertakings. Now,
what is the situation in the country? Through-
out the country, coal has gone under public
undertakings and the result is that there is a
shortage of coal everywhere.

SHRI ARJUN ARORA: No, very little of
coal is produced in the public sector.
(Interruptions).

SHRIN. SRI RAMA REDDY': Anyway, the
power projects are there
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There is shortage of steel. Talking of steel
projects, we have put in about Rs. 600 odd
crores in the Hindustan Steel.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Mr. Sri Rama Reddy, you must
wind up.

SHRIN. SRI RAMA REDDY': We have put
in Rs. 606 crores and they have not gone into
full production as yet. The result has been,
indirect though it is, that it has produced in-
flationary effects in our country. We have
spent crores and crores of rupees without
corresponding production coming out into the
field. Suddenly it creates inflationary effects.
Therefore, | would like the Minister to take
all these factors into cons'deration and see
that the efficiency of all the public
undertakings, for his own sake a->d for the
sake of the philosophy that we are professing,
is increased, so that the other side of the
House might not have any chance to criticise
us adversely.

Thank you very much.
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SHRI  SITARAM  JAIPURIA  (Uttar
Pradesh): Mr. Vice-Chairman, Sir, | welcome
getting this opportunity of expressing my
views on the industrial and commercial
undertakings in the public sector. | will not
repeat the points that have already been taken
up by my predecessors but will only confine
my observations as to how these undertakings
can be made more profitable—I hope my
progressive friends will not be allergic to the
word when | say profitable—and more so ia.
the interests of the nation.



2959 Report on the
working of the

Industrial and

These undertakings having come to stay as
an integral part of our economy, we all must
strive as to how best they could be improved. |
think it will be acknowledged from all corners
that the important factor in running any
organisation is the personnel question. That
question has already been discussed by my
friends earlier, and | would most humbly
suggest that just as we have the different
Services—  for example, the Indian
Administrative Service, the Indian Revenue
Service, the Indian Police Service, and so
on—similarly if a Service called the 1.B.S,,
the Indian Business Service, could be
introduced, the personnel of this Service who
will be specialised in the knowledge of
running business undertakings, will be more
useful to the nation as a whole in thei” field of
activity. It can be seen irom the different
reports of different companies that certain
industries have done well, while others have
done hopelessly badly and it is a distressing
thina. Why? The important factor behind all
this will be the question of personnel. It is
necessary that the outlook of the persons who
manage industrial or commercial
undertakings— they may be owned by the
private enterprise or by the public enterprise—
must be a business outlook and not the old and
obsolete outlook of red-tapism and going on
as slowly as they possibly can. For that a new
cadre of service, | feel, will be a most
important step.

Another factor which my friend, Mr. Mani,
said in his opening remarks was about the co-
ordinating authority, and that is the creation of
a separate  Ministry  for industrial
undertakings. | fully support that view and |
feiel that sooner or later a Ministry has to be
formed which will look after all these
undertakings. There are so many undertakings
and there are different Ministries which run
them in a different manner with a different
policy and with a different outlook. The
outlook has to be one and that must serve the
best interests of the nation and the country. In
fact, sometimes | feel that if half the amount
of energy and effort which these public
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undertakings spend in giving publicity to
certain so-called achievements of theirs is
utilised for actual work, the result would be
far better. | can realise that they try to satisfy
the Members of Parliament and they also try
to satisfy the general public, but a lasting
satisfaction, Mr. Vice-Chairman, will only
come when these units work as economic
units which will create, not only more
confidence in the efficiency of the
Government but also be a source of revenue
to the Government. The private sector has
generally a grievance about these
undertakings. They say that these
undertakings get special advantages and
facilities. | am one of those who do not in any
way discount that special facilities should be
given to them. It is but natural that
Government undertakings will get special
facilities from the hands of the Government.
But while calculating the return on these
industries and undertakings, it is necessary
that we also find out whether those special
facilities that have been granted to such
undertakings have given any return. After all,
let us not forget that if a certain thing
manufactured by the private enterprise and
also by the public enterprise is sold in the
market presumably at the same price—in
many cases the goods of public enterprise are
sold at a higher price than those of the private
enterprise—I ask you how is it that the public
enterprise results show that there is no profit?
Naturally, the cost of production is higher.
Why? Well, I would not like to go into details
in this matter. The private sector, however,
even then makes a profit. | put it to the House
for the consideration of the Members. Is it not
better in the interests of the nation that a
certain thing is produced at a lower cost of
production, a profit made and contribution
made over to the national exchequer rather
than making a colossal waste by having a
higher cost of production?

A lot of controversy was raised just now by
one of my friends. Fortunately, I come from
Kanpur and there-
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[Shri Sitaram Jaipuria.] fore 1 know more

about him and what he has to say, and he
certainly knows what | would say.

SHRI BHUPESH GUPTA: Mutual
knowledge.

SHRI  SITARAM JAIPURIA: Of
course. Thank you very much.

AN HoN. MEMBER: Mutual affection.

SHRI SITARAM JAIPURIA: But | would
most humbly say that | was a little
distressed and was also amused because of
the way in which he tried to put things. | do
not say that one sector is more efficient than
the other. It may be that the one-eyed reigns
in the kingdom of the blind. But let us not
miss the facts as they stand. The private
sector has established its contribution in the
economic development of the country and
when the country as a whole has ac-
knowledged that it is an integral and important
part of the economy, class hatred or creation
of such stories will not in any way benefit
either the nation or the country. In fact, we
should not forget that even those countries
which  were absolutely against private
enterprise are  now  reorienting their
policies and are showing respect towards the
private enterprise. We have to consider what
are the basic  and valuable things that the

private enterprise offers. | feel that there
are three most important things. One 's
initiative, the second is  the sense of
responsibility and the third is the
ambition to make profits. Now, in th» public
enterprise what we see is rather
different.  Instead of initiative, we find that

there is mechanical working. Instead of
taking responsibility, we find that there is a
desire to pass the responsibility on to
somebody else, and lastly, instead of the
desire for making profits, there is indiffer-
ence to the profit aspect. We should not
forget that there is  a limit  to taxation, a
limit to land revenue and 8 limit to exercises.
Therefore, what
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undertakings should be run in such a manner
that they yield results in a businesslike manner
and make profits to supplement the revenues
of the country and the nation. Some of our
friends who in their enthusiasm like to be
called progressive injure the interests of the
nation by downgrading the private industry.
We must ensure that we do not repeat the mis-
takes that the other countries are now
correcting. Let us not repent afterwards and
come back to the old order of things again.

SHRI ARJUN ARORA: No fears.

SHRI SITARAM JAIPURIA: Let us work in

the best interests of the country. | do not
blame the Government officials always
because most of them lack specialised

knowledge. | tell you one interesting incident
that was conveyed to me by a friend. It was
years ago when bicycles were not
manufactured in the country. He made
an application and applied for an import
licence for one hundred electric motors,
10 H.P., 3 phase, 50 cycles. After long,
long protracted correspondence, first it was
said that the matter was under  consideration.
When a second reminder was sent, it was said
that it was under active consideration. When
the third reminder was sent, it was again said
that the matter was under most ~ sympathetic
consideration. When he still persisted, he was
able to get a reply and in it was mentioned
that the Government of India was pleased to
grant him a licence for  one  hundred
electric motors of 10 H.P. but that, as cycles
were being manufactured in the country, an
import licence for the same could not be
given. Officials did not realise that the word
‘cycles' was an integral part of what they had
sanctioned. This is only an example which |
am mentioning. 1 do not blame them.
After all, business is something of a specialised
knowledge. | would only be happly if they
acquire that knowledge. When they come
into the cadre of special business class, they
also should have their training and
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grounding in sound business houses. They
may belong to the private sector or the
public sector.

SHRI P. N. SAPRU: Mr. Vice-Chairman,
Mr. Mani has spoken with the voice of big
business. He has subjected the Report to a
critical examination. But | will not go into
the arguments used by him. They have been
very well disposed of by Mr. Arjun Arora.

SHRI A. D. MANI: | have got my own
voice. | have got only one voice. | do not
have any other voice.

SHRI P. N. SAPRU: Mr. Mani  has got
different voices at different places. |1 am all
for public ownership but public
ownership can take many forms. And | would
like just to make one suggestion and that is
the  principal reason why | am intervening
in this debate.  There is a method of con-
trolling the private and public companies
which | would like to suggest for the
consideration of Government. The British
Liberal Party which claims to be the radical
alternative to the Labour Party has been
suggesting co-ownership for many forms of
public ownership.  Now, | am not  for co-
ownership in the sense that the
British Liberal Party understands it. | would
not eliminate public ownership. The
suggestion which | am going to elaborate
is not as an alternative but as a complement
to our concept of public ownership. What |
have in mind is this. A certain number of
the directorate, say, 50 per cent, of the
directorate, should be elected by the
employees of the concern. The employees
should have  an effective voice in the
management of the concern.  Government
concerns  should take the lead in this matter.
The Companies Act will have to be modified
in order to make this provision effective.
The distinction between the owner and
the owned should disappear and we
should gradually move towards a form of
workers' control on their own lines. We
should move towards a pattern of socialism
which makes the worker the owner of the
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factories he is running. That, Mr. Vice-
Chairman, is the syndicalistic view of life. If
you have any horror of the word 'syndicalism’,
I am prepared to reject the syndicalist goal in
this matter. | think that it is possible for the
workers to make an intelligent choice. They
will be able to make as intelligent a choice of
their directors as the shareholders are able to
do today; they will make as intelligent a
choice of their directors as Government in its
wisdom sometimes does. That is my
suggestion number one.

The second suggestion that | would like to
make is that there should be no separate Public
Service Commission, as wa, envisaged by Mr.
Mani, for recruiting industrial and business
service personnel. The Public Service
Commission is a Commission composed of
men with liberal education, they should be
able to do their job properly. But in order that
the Public Service Commission might be able
to do its job properly, it is necessary also to
help that Commission by the addition of a few
members representing consumers' interests. |
would, therefore, suggest that this Parliament,
not the business interests represented by this
Parliament, but this Parliament is the proper
place which can supply the boards with the
talent needed for assessing the worth of a
candidate who applies for employment in
public concerns. The hard thing that | want to
emphasise is that it is entirely wrong to
estimate the worth of a public concern by the
amount of profit than it earns. In fact, the
objective is not to make profits but to make the
service an effective incentive for good work,
whether in a public industry or in a private
industry, and | would in this connection just
refer to page 16 of the Report:

‘In judging the profitability of public
sector, *he sole criterion adopted in some
quarters is the dividends declared by them.
This-basis overlooks the fact that even
though most public sector units have made
profits, not all of them have declared
dividends."
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[Shri P. N. Sapru.] That is my answer to m,,
friend, Mr. Sri Rama Reddy. Also | would
like to point your  attention to  another
sentence in paragraph 31 of the report:

"The amounts representing the difference
between the net profits earned and the
dividends declared were retained by them
for being appropriated as Reserves or
ploughed back into business. To that extent
further investment by Government in these
concerns has been avoided."

As a matter of fact, no concern, whether
Government owned or private owned, can
start, declaring dividends from the day it is
started. It takes some time for a concern to get
going. It may be that our methods of con-
trolling these concerns has not been wholly
proper. It may be that the civil service at
present constituting the boards of management
is not the ideal agency for running these con-
cerns. That is why | have suggested that the
interests other than those represented by the
civil servants should be represented in the
directorates of these concerns; that is why |
have suggested that there should be some
representatives of the employees on these
concerns; they should be on the directorates of
these concerns.

Lastly, Sir, 1 would like to say that | am
entirely opposed to the proposal of Mr. Mani
that there should be a Ministry of Public
Enterprises.

AN. HON. MEMBER: Undertakings.

SHRI P. N. SAPRU: Well, public
undertakings. "Undertakings" is a vast word.
Of course he has only the undertakings here in
mind. But then these undertakings are under
the control of several Ministries today.

SHRI N. SRI RAMA REDDY: Twelve of
them.

SHRI P. N. SAPRU: All right, twelve of
them, and public enterprises *rm, | hope,
going to increase in num-
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ber, and | also hope that we shall have, in
future, a diminishing and not a* expanding
private sector. Economic planning must not be
confused with socialism. Socialism is about
equality, and the broad fact that stares us 'n
the face is that from this planning only one per
cent, of the total population has, according to
the Mahalanobis Report, profited. Well, that is
something which should make us think that a
society with such a striking haves and have-
nots cannot be a stable society, and if you
want to move towards a stable society, you
must work with vigour and energy for social
justice, for economic justice

That is all that | have got to say, Sir, on this
Report.

SHRI BHUPESH GUPTA: Mr. Vice-
Chairman, Sir, | am grateful to Mr. Mani for
giving us the opportunity in this House to
discuss this rather important matter of public
sector undertakings. Mr. Mani is sometimes
very intangible in his ideas, but this time
when he spoke, | felt that he was actually
supporting the private sector position, and his
pretended sympathies for the public sector
were, if | may say so, an intelligent
contrivance to cover up his support for the
private sector industries. That was a question
of parliamentary strategem in his speech. | am
glad that by speaking he has placed the issues
at least before the House.

I am not here going to discuss the details of
the various undertakings. That is not possible,
nor is it necessary. | think we can only touch
on the basic questions, questions that are
being debated not only in Parliament but also
outside in the country. Everybody knows that
our multimillionaire friends who are powerful,
economically and politically, are full-throated
against the expansion or the development of
the public sector undertakings, and they have
the reasons for it. Now, | should like to
approach it from the point of view of the
industrialisation of the country. I am not in
agreement with Mr. Saraogi
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when he said that we are passing through
the same stage of industrialisation today
as certain  Western countries, for example
Britain, had to go through, say, in the last
century or in the beginning of this

century. I think it would be a wrong
appraisal of the situation. When the
Western countries undertook their

industrialisation, they had two advantages
over us. Firstly, there were the colonial coun-
tries, which they exploited, and you cannot
think of industrialisation of England apart
from the plunder of colonial countries like
India at that time.  Secondly, at that time,
when they were developing their industries,
the trade union  movement and  the
working class movement were not so
developed as they are today, and this enabled
the industrialists of the time or the capitalists
of the time to intensify the exploitation of
labour and to make the worker work as much
as they would like, that is to say, that the
employers would like them  to work—
there was no resistance or very inadequate
resistance. That also enabled them to
accelerate the development.  Today, neither
is open to us. One is absolutely not open to
us—we should not think of colonies, and so
on, and also we have in our country trade
union organisations and developed working
class movements where it would not be
possible for the capitalist class to use the
same methods as they did in the old days in
other  countries. Therefore, Mr. Vice-
Chairman, in our country the
industrialisation had to take place in a
different social, political and economic
context. Here we are aiming at independent
development of our economy; we are seeking
to develop a modern economy in our country

without which even the defence
potential is on brittle founda-tions, as has
been seen. Now, how to do so? We
concede  straightway that both private and

public sectors have an important role to play,
but 1 should not stop here.  Having said it |
should like to stress that more especially the
public sector will have to play an important
part and a decisive part growingly in the
development of the country's modern
economy. Tha
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choice is one of principle. Unless we make up
our mind that it is the public sector that must
be promoted all along the line, unless we
expand the public sector in the different lines
of industry, we can neither take command of
the strategic positions in our economy nor can
we promote rapid industrialisation of the
country. That is not to say that the private
sector does not have an, part to play. It has a
part to play and a definite role must be
assigned to it.

Sir, if you read the Report, you will find
that in this period there are about 42 units
accounting for Rs. 950 crores worth of
investment. If you take the Hindustan Steel,
which accounts for over Rs. 600 crores, we are
left with only Rs. 350 crores of investment im
the other undertakings. That only shows that
our development, barring the Hindustan Steel
and certain other machine-building industries
and so on, has been slow in the public sector.
And that is why we stand for the expansion of
the public sector. Many more industries will
have to be started today in the country. If you
look at the Company Law Administration re-
port, you will find that there are twentyseven
thousand or so of public and private limited
companies out at which a very small number
is made up of public undertakings or public
sector industries. We want to alter the picture
in favour of public industries or undertakings.

Now, the favourite argument of the capitalist
class is that these industries are not making
profit and, therefore, they are no good. It is a
wrong and fallacious argument. First of all, the
steel plants and so on take time to yield profits.
Their gestation period, so to say, is long. Now,
when you have in the public sector industries
the steel plants accounting for a *>ig chunk of
it, then you cannot on that score assail the
public sector that it is not making enough
profit. It will take time. But once the industries
are commissioned and production. is full,
enormous profits will be made
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by them and they will swell the revenues
coming from the public sector industries. The
time has not yet come to measure profits in
this manner. Our sugar millowners in the
private sector turn out profits every month in
millions of rupees. Am | to understand that in
the same way today when these industries are
being commissioned, the steel mills and so on,
we can make profit? No. We cannot make
profit like that. We have to wait. That is not to
say that we should not be interested in making
profits at a much faster rate and produce better
results from the point of view of profit. That
should be done. But then the argument of the
capitalists and their protagonists in Parliament
cannot be accepted.

Again, the capitalist class wants the public
sector industries to grow in those sectors only
where heavy investments are required.
Messrs. Birla Brothers or Messrs. Tata Cos.
and so on, would not like to make investments
in iron and steel industry any more, even if
they made in the past. They have made
because they knew that such huge
accumulations could be better utilised for
earning immediate profit in fertiliser—if they
get in the private sector—sugar, textile and so
on. That is their line. We are opposed to this
kind of thing, | say. Touch the profits in the
private sector. Bring them into the public
sector. Invest there, and we can build up
industries in that way.

Secondly, they would like the public sector
industries to subserve the interest of the
monopolist class. | think against that we must
take a firm stand. That they do by various
methods. Mr. Jaipuria, who was here, and who
knows Mr. Arjun Arora very well, said that he
also knew how to make the public sector
industries in Kanpur and other places subserve
the interest of the public sector. Therefore,
here again we do not accept that sargument
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Mr. Vice-Chairman, in our country-today
we must have a bigger public sector in order to
promote the independent development of our
economy on modern lines at a much faster
rate. And this is possible, in the first place, if
you set up more and more new units in the
public sector and also nationalise some of the
private undertakings and bring them in the
public sector. | cannot think of ensuring
development of an expanding public sector at
a faster rate unless at the same time you adopt
a vigorous policy of nationalisation. Imagine
what the picture would have been today if, for
example, we had nationalised the banking
industry in the private sector, some jute
industries in the private sector, some sugar
industries, if you like, and certain other
industries, tea gardens and so on. The picture
would have been entirely different from the
revenue point of view. We would have
produced before the nation much bigger
revenues out of the earnings of these
companies than we are doing today.
Therefore, on that score, will the capitalist
class agree to the Government and the State
taking over some of the undertakings over
which they are maintaining control and out of
which they are making enormous profits? If
they do not do so, it does not lie at least in
their mouth to complain that this sector is not
yielding enough revenue and profits. You can-
not run with the hare and hunt with the hound.
This is what we say. Their opposition to the
growth of the public sector is in itself
something which should be considered by the
country, if we want to tackle the problem.

Mr. Vice-Chairman, | can say very many
other things here, but I do not wish to go into
them. As far as management is concerned, |
entirely agree that the public sector should be
organised in a democratic manner. Workers
should have better control over it. Anyhow, it
should not be allowed to be linked up directly
or indirectly through many dubious bonds
with the monopolists in the private sector.
And that is what is hap-
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pening. | am afraid when Mr. Mani and Mr.
Jaipuria talk of the industrial personnel, 1
hope a situation will not come when Mr.
Jaipuria will be the chief director of the
institution which will be turning out the
industrial personnel of our country. We would
not like the song of the capitalist class and the
monopolist class to enter through, what is
called the open-door policy into the public
sector in regard to the industrial personnel, not
as partners and managers. Therefore, I am a
little afraid. By all means have them, but we
must have them from the working class, from
the employees; from the engineers and so on,
not from the sons of th, multimillionaire class.
This is one point.

Secondly, | should like all Central labour
law to apply in all public sector industries. As
you know, the Gov-ernment accepted the
proposals. But the State Governments do not
do so. That is why, for example, the Central
labour law is not applicable because of the
resistance of the Madhya Pradesh
Government. | think we should overcome that.
In Rourkela, for example, a lot of money is
being wasted. Rourkela has produced the
greatest number of breakdowns, although the
investment is heavy, the foreign exchange
component is heavy. A German expert
Committee was appointed to go into this
matter. That Committee made a fantastic
recommendation and made aspersions against
the Indian personnel in order to justify the
appointment of a larger number of personnel
from Germany. And today, according to the
Solveen Committee recommendation—which,
strangely enough, the Government has
accepted—more  German personnel are
coming in in order to take over. Technical
know-how is not imparted to the Indian
personnel. We know that this is a very
important factor. Certainly we should draw
upon the technical assistance from other
countries. But the time should be set within
which our Indian personnel should be trained.
Our commercial undertakings must be placed
in
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the hands of Indian nationals and they must be
the captains of industry. Sons of the working
class and middle class, educated and trained,
given technical education, should be running
the industries of our country.

| do not like, Mr. Vice-Chairman, this I.C.S.
business very much. What do you see? Today
so and so, an I.C.S. officer or an I.A.S. officer
is a Deputy Commissioner in a place. To-
morrow we see in the papers that he is made
the managing director of an industry. Now,
this sort of transformation is very much
possible in the scheme of Government
changes. But life shows that it is not possible
for a man, who had been doing the job of a
magistrate for a number of years, or running
the show as a Deputy Commissioner, suddenly
to become the managing director of the Sindri
Fertilizer and so on. This again is a fantastic,
wrong idea on the part of the Government but
I tell you in this connection that for that we
need hot go to Jaipuria House or the big
business houses in order to ask these gentle-
men to come there. For all these places we can
train up people and there are people in the
industry, among the skilled workers, foremen
and others, from whom we can develop the
technical personnel that we need, the
managerial personnel that you require for the
development of our industries. This is all that |
have to say.

In conclusion, | tell you again that this
battle has to be fought. You have seen today
that if you need a proper defence, what you
need in the rear is a powerful industrial base
for the defence industries in particular and this
cannot be developed unless and until the
Government comes into the picture in a much
bigger way for the industrialisation of the
country, on a much greater scale, and that is
not possible unless and until the public sector
industries  are  promoted  both by
nationalisation and by setting up of new
industries. | hope the Prime Minister's
ambition that the Government should occupy
the strategic posi-
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commanding positions in our economy would
be realised The public sector should not be
measured in terms of money only. It must be
measured in terms of how it is promoting the
development as a whole, feeding other
industries, how it is breaking up the monopoly
and concentration of wealth in our country,
how it is setting a certain positive tone to our
social, political and economic life. This is how
it should be measured. The capitalist way of
judging everything in termg of more money
here and now, in terms of balance-sheets is not
the right way of judging when you deal with
such a big and vast country and the develop-
ment of the economy of the country as a
whole. Therefore, we do stand for, we support,
the promotion of public sector undertakings.
Only we hope that in the coming years there
will be bigger targets set before us, more
industries will come up and before long we
shall be in a position to state on the floor of
this House that in the industrial sector of our
economy it is the public sector and public
sector alone that dominates and hot the private
sector. We should be in a position to say so.
Whatever shortcomings and drawbacks are
there, either in the working or in other affairs
of the public sector, are minor matters in the
context of bigger policy and | think once we
set our course rightly and in a proper way, all
these shortcomings can be easily overcome
with the combined efforts of all those who
wish well of the public sector and of the
economy as a whole. Thank you.

SHRI B. R. BHAGAT: Mr. Vice-Chairman,
it is now 17 minutes to five and through you |
would crave the indulgence of the House

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): You straightway reply.

SHRI B. R. BHAGAT: If the House will
give me a few minutes more, | will be able to
deal with some of the points raised. On a
debate like this, it it natural that a large crow-
section

the commercial and industrial undertakings
have been jumbled up together so as to present
an integrated picture, it is quite natural that the
views expressed would cover a very large
ground but for the facility of dealing with
them, | would like to divide them into three
broad categories. Some points have been rais-
ed about individual projects and more specific
points regarding costs or other matters have
also been raised. | would like to deal with
them first. Then there are the general point*
about the management, the standard of
management and the general picture. For
example, the Member who moved the motion
charged that the report gives a misleading
picture. Some such points | will deal in the
second category. Lastly, I will give a broad
perspective as a result of the experience of the
working of these public undertakings because
> some Members, particularly the two hon.
Members, Messrs. Patel and Chordia, have
tried to paint it as dismally at they could. It is
not surprising because their predilictions and
prejudices are well known and they will refuse
to see even a good point that may be there but
I am surprised at the Member who moved the
motion. He is a knowledgeable person and |
expected that he would bring hia objectivity
and imagination to bear on the conclusions
that he has drawn, but he seems to have been
led away with certain prejudices that the pub-
lic undertakings are not working properly or
he has tried to make an invidious comparison
in a very indirect way that the affairs in the
public undertakings are not good or that they
should be a; good as they are in the private
sector. On this issue | would say one thing that
it is not the purpose, | think, according to me,
of the debate to bring a comparison between
the private and the public sector. Here is a
Report which has been presented by the
Government which is not a Report of our
policy, but it is a factual Report which has
been presented to the
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House on a demand or on the recommendation
of some of the Committees of Parliament or on
some other opinion also that we must have an
integrated picture presented in a simplified
manner at one place. There were two
alternatives before the Government. We could
have made it more voluminous and introduced
more information but it might have been
voluminous and therefore it might have lost its
utility. Therefore, we etried to present this
Report in a more simple way giving the
balance-sheet of each of the companies
included at the time so that it may serve the
purpose of those who want to have a very
general picture as to how the public
undertakings are working as well as those
discerning eyes of our friends who will go into
the various facts given in each of these
balance-sheets; and this Report has been wel-
comed by all the economic journals, the pres,
and others. In the future, in view of the
suggestions that have been offered, we may try
to make it more full but our object would be
that it should be more understandable and
more simple. That should be the idea. The
point was raised by Shri Reddy that there ig
some discrepancy between this Report and the
Report given about public undertakings at the
Budget time in the Explanatory Memorandum.
There is no discrepancy. The bases of the
reports are different. The subject-matter is
different. Absolutely they are two different
reports and therefore the figures and the
conclusions are entirely different. For
example, this Report is only about the
industrial and commercial undertakings and
does not include all the department-ally run
undertakings, the vital financial and other
undertakings like the L.I.C., the L.F.C., or the
mints. This is a more complete Report. There-
fore, to compare the two about the figures and
conclusions is not really correct. Therefore, to
say that there is' discrepancy is not also
correct. They are two different reports. They
should be studied also separately. The hon.
Member also stated that
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the rates of interest charged are different, also
that th, private sector was working under
certain difficulties. He mentioned two things
in particular. He said that the public sector
undertakings get immediate clearance by
means of a note-pass system under which
whatever equipment is there, say, for the steel
plants or others, are cleared at once and the
payments of duties and so on, are settled later.
He wanted such facilities for the private sector
undertakings also. Well, under similar condi-
tions they have the bonding and warehousing
facilities under which the goods are released
to the private sector also on bonds. Such
facilities could be considered. But to say that
all releases should be treated similarly is
something different. We cannot have the same
arrangement  for all sorts of private
undertakings also, where the standards of
efficiency and integrity are different and
where malpractices and other things are there.
The two are not comparable. Certainly in
comparable situations the treatments can be
similar.

The other point that the hon. Member
mentioned was that the public sector
undertakings get loans at a very low rate of
interest, and | think he quoted the rate as 2£
per cent. | was surprised when he mentioned
that figure. The hon. Member claims to be
speaking with authority and he condemns the
whole of the public sector and says that they
have a dismal record and that they present a
dismal picture. But then he seems to have
drawn his conclusions from such faulty facts
as, for instance, that their rate of interest is
only 1\ per cent. | may tell him that it does not
seem that he has read the Report, because it is
specifically given in the Report itself. There in
para 7, the rates of interest are clearly given. It
is clear as daylight. The rate of interest on
loans given to public undertakings for short
periods of between 2 and 4 years is 5 per cent.
For period of from 5 to 9 years the rate of
interest is 5i per cent and for periods between
10 and 15 years it is 0 p«r
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Member also said that the banks charge much
more interest, that is to say, about 6 or 7 per
cent, interest. These were some of the dis-
tinctions he was drawing to show that the
private sector industries were functioning
under great difficulties, and the public sector
was being pampered and given all help and he
went on to say that the private sector was
doing well in spite of all these difficulties. |
am afraid, this sort of comparison does not
help anybody and much less does it help in
creating an informed and intelligent public
opinion. This is a case of misrepresentation.

Another point mentioned by the hon.
Member was about manpower. He said that
the manpower in the public sector was larger
than in the private sector. | do not know what
is the criterion. If we consider the Western
standards, certainly theu'notion of ratio of
men to capital or rather of labour to capital is
different. We in this country wish xo develop
the skill and the technical personnel and it is
true that in some of these public undertakings,
if you examine the matter on a strictly co”t
accounting basis, the manpower is somewhat
larger than what it should be. But it will serve
the interest of the industry and its later
expansion if we have a larger technical base
of experience and training and on]y a public
sector enterprise which is not solely conscious
of the limited sense of the profitability of the
concern can do it.

Then a question was asked about the pool
of managerial cadre that was drawn up some
time back and we were asked how many of
those persons had been absorbed. | think on
the original list, after carefully screening those
who had experience of management and who
were technical persons, whose services could
be utilised, we had 230. A list of 230 such
persons was drawn up by a highly specialised
selection body. All of them have been
provided for except about 90 or 95 who have
refused to join. These have not join-
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ed and all the others have been provided for.
We are also looking for whatever talent may
be available.

The hon. Member, Mr. Mani, stated that
these Boards are all official-ridden Board, and
that it does not serve any purpose if you put
officers on these Boards. These matter has
been considered. In the beginning, it is true
that most of these Boards had on them the
government representatives or officials of the
departments concerned. This matter concerns
one of the recommendations of a Committee
which said that the proportion of the officials
on th, Boards should be reduced. Now we
have taken a policy decision that on the
Boards there should be only two representa-
tives from the Government side. One will
represent the department with which the
industry is concerned. That is to say, if it is
the steel industry, the Board will have one
representative from the Steel Ministry. And
there will be another from the Finance
Ministry. So we have tried to restrict the
representation to only two.

The hon. Member, Shri Gurupada Swamy,
also mentioned that the Report should
consider what should be the pattern of the
undertakings and so on, and that such broad
questions are not dealt with here. I may
inform the hon. Member that this is a Report
resembling the report that the shareholders of
a company get at the annual general meeting.
This Report here serves to give the factual
information. As for broad policy matters, this
is not the place where such information is to
be given.

SHRI M. S. GURUPADA SWAMY: May |
correct the hon. Minister? What | said was that
there should be a single pattern with regard to
the organisation of these bodies. | never
mentioned that this Report should contain this
information about policy. | never mentioned
it. 1 only made a suggestion that the public
corporation pattern should be adopted. That is
a suggestion for action.
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SHRI B. R. BHAGAT: That is another
question that the hon. Member raised and | am
coming to that also. On this point | may say
that the matter has been under examination
and, toy and large, we are following that
pattern and almost all the undertakings are
either corporations or limited companies in
which the commercial pattern is fully utilised.
I will come to that when | deal with the
general question of management.

The hon. Member made a point about some
of the costs being very high and also the
prices. For instance, he said that the price of
penicillin was very high. It is true that in the
beginning the prices were higher than what
they are now. If you study the figures over a
period of years, you will find that every year
progressively the prices are being reduced.

It was also stated that it was no use discussing
a Report a year late and -that "this Report here
should have been presented much earlier. As
the House is aware, the accounts are not only
audited by the auditors appointed for e*h of
the concerns but also toy the Auditor-General
and so when they are presented to the House,
there is always a time-lag. After the annual
reports of all the companies are presented we
prepare a summary or integrated report and so
there is always a time-lag. But our hope is that
we will be able to present the report for the
year 1961-62 some time in the Budget Session
so that it will be possible for hon. Members to
have it when they discuss the General Budget
or the other matters connected with the
Budget. That is our effort and we asked
why

SpM U0 ke ek WS BAey \why the question of
having a Committee of Parliament was
dropped. This House is aware that there was
some controversy about the composition of
the Committee. The two Houses were to toe
represented. Actually, the motion that was
"brought in the other House has been
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withdrawn. And the whole matter U before
the Law Ministry. They are considering it.

SHRI BHUPESH GUPTA: What is there for
the Law Ministry? How is the Law Ministry
involved in it?

SHRI B. R. BHAGAT: It is the Ministry to
advise in what form th» motion should be
brought. It is always a matter of constitutional
or legal advice.

SHRI BHUPESH GUPTA: Our suggestion
in this House was that we should be members
of that Committee. It should be a Joint
Committee so to say but the other House did
not fancy it. Therefore they were saying they
would rather leave out the Committe* than
having us on it. This was the position. Why
are you taking cover under law?

SHRI B. R. BHAGAT: | am sorry the hon.
Member gets exercised over a simple matter. |
said that the whole matter was being
considered. There must be somebody to
consider it. The whole Government cannot
consider it. This matter is being considered
and a substitute motion will be brought before
the House.

SHRI BHUPESH GUPTA: How long will it
take?

SHRI B. R. BHAGAT: Members should not
have any grievance about it. In what form or
in what shape the motion should be brought is
under consideration. It is as a result of the
controversy, in deference to the wishes
expressed, that that motion was withdrawn. In
what form it should be brought, it is being
considered and it will come.

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Since the Minister will take a
little more time | hoDe the House will have
no objection to sit » little longer to complete
the debate.

SHRI M. H. SAMUEL (Andhra Pradesh) :
Why not we continue tomorrow?



2981 Report on the
working pf the

Industrial and

THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Tomorrow there is other
important business, the Defence of India Bill,
and so | think we should sit a little longer and
complete this.

SHRI M. H. SAMUEL.: The sponsor of the
motion will have to reply thereafter.

THe VICE-CHAIRMAN (SHRI M. P.
BHARGAVA) ; That is why | said ‘complete the
debate’.

SHRI B. R. BHAGAT: It was mentioned
that sometime back the Estimates Committee
had recommended that there should be public
participation in the State undertakings to the
extent of 25 per cent, and it was asked, 'what
has happened to this proposal?" This was
examined by the Government and it came to
the conclusion that this was not practicable
and therefore it should not be pursued at
present.

SHRI BHUPESH GUPTA: It was because
some Members in the other place came to the
conclusion that for the purposes of this
Committee the Members of the Rajya Sabha
should be treated as untouchables.

SHRI PANNALAL SARAOGI: He is now
dealing with another matter.

SHRI B. R. BHAGAT: The hon. Member
seems to be tired and his mind is not working.
This is about public participation in these
undertakings.

Then about the question of profitability, the
hon. Member made a charge that this gives a
very distorted picture. He actually quoted
from the 'Conclusion' and said that as against
074 per cent, we have tried to show that the net
profit is 5:5 per cent, in the year under Report
and 4.4 per cent, during last year. We have
not tried to conceal anything. It is very
obvious that we have categorised it under
different headings. This is one way of looking
at things instead of jumbling up together th*
undertakings which are under  construction,
undertakings
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which are running, undertakings which are of
a different nature and undertakings like the
steel plants which have a very long gestation
period. From the financial or from the
accounts point of view it may be a more
conventional or orthodox way of presentation,
but from the real factual point of view this is a
better presentation. | think this is a better and
more realistic way of presentation. We have
categorised it and we have made it very clear
that this relates only to those undertakings
which are running. The steel plants have not
been fully commissioned—they have a longer
gestation period—and they are not working to
their full capacity. They have only reached 50
per cent, of their capacity now and last year to
which this Report relates the capacity of
production was still less. And to compare their
profitability which concerns in the private sec-
tor which have been there for ten years, fifteen
years or twenty years, | think, is very unfair.
Now. there are companies like the Hindustan
Machine Tools which has made not only
enormous profits, it has also met the cost of its
further expansion. It is such a glowing
example. He himself said that Ashoka Hotel is
one of the best pieces. And | have no doubt
that in course of time progressively the picture
of these public undertakings will become
different.

Another matter that has been said— and |
think it is more a miscalculation by the hon.
Member in this same respect—is this. He said
he was a believer in socialism but certainly
not in this kind of thing. He said that only Rs.
49 lakhs was surplus and actually he took that
figure from page 15. | want bo correct him
because probably in a hurry he has completely
missed the point. That sum of Rs. 49 lakhs
represents the balance carried forward which
is normally shown in the balance-sheet, which
is carried forward from this year to the next
year. It was not surplus. The actual surplus is
Rs. 7.74 crores, not Rs. 49 lakhs. And | have
no doubt that in the coming years the profits
will be much
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more. This is not the way to judge the public
undertakings by mere profits, although, in the
Third Plan, we lave taken that these public
undertakings will be a great source resources.
We are making the best efforts to realise
resources from them and really that should be
our test. That means that their working must
be good, that their working must be satis-
factory and | entirely agree with him that Mr.
Herbert Morrison's tests of sound management
and public accountability should be the motto.
I agree with him entirely and that is why the
Third Plan provides for greater resources from
these public enterprises.

And that takes me 'to the question ef
management and | agree that in a dynamic
situation like this we cannot sit on our oars.
While some companies are doing well and
everything is right with them, whether it is the
public sector or the private sector, the one
problem today before us is that we must show
better efficiency, better management and
better economy not only in the public sector
but also in the private sector. There is the
question of exports and the whole world
knows, the whole House knows, that we are
not in a position to export our goods because
our goods are costlier. We are not able to meet
the competition in the world and we have to
prepare ourselves for that. Whether it is Japan
or England, they have prepared themselves
fully for exports by cutting down their costs
and by taking various other measures. For
example, take our sugar industry. There is
very huge profit there. The sugar industry is
making huge profits but if you see the cost of
sugar it is one of the highest in the world. So
we have to look at this not from the point of
view of public sector or private sector. Some
Members feel that if it is taken in the private
sector everything will be solved. It is only
having a very shortsighted view of it. | would
like you to "odk at it in a more scientific way.
Whatever it is, these industries must be run on
a commercial basis. Commercial basis
means that
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they must serve the interests ‘which they are
charged with under the Plan. They must be run
efficiently and that is why we are constantly
taking steps to see that they are run more
efficiently. There was a charge that it was
being more and more officialised. We have
reduced the number of officials on the Board.
Not only that. We have not stopped with that.
We have seen to it that in respect of each
public undertaking the Board of Directors must
have more and more powers. For example, in
respect of the Hindustan Steel, which is one of
our biggest undertakings, we have seen to it
that they have more powers. In regard to
appointments to the various posts or in regard
to individual items of expenditure, the Board
of Directors” have larger powers today. We
have delegated these powers to them. It is not
as if the Department of Iron and Steel or the
Steel Ministry alone should run them under
their own direction. Similarly, we have made a
revolutionary departure in respect of the
managers of each of the three steel plants. We
have given enormous powers to the General
Managers and it is the General Manager who
will be responsible for the better functioning of
his plant. And that is why we have given them
enormous powers. The powers of the Board of
Directors of the Hindustan Steel will be mainly
exercised through budgetary control, their hav-
ing annual production targets, etc. Otherwise,
there will be no detailed itemised control.
Similarly, in respect of purchase of raw
materials, appointments and financial powers,
the General Managers will have to delegate
powers to their sectional managers or persons
who are in-charge of the different sections. We
have tried to streamline it, knowing the logics
of the situation, judging it in a very objective
and scientific way so that they are managed
properly. That is our attitude and | have no-
doubt that the public undertakings are showing
better. They are doing well. But for these
public undertakings we would not have had
this industrial
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base that the country has today. We would not
have had the technological outlook, the
outlook of training a large number of
technocrats and technical personnel that we
are having today. There may be a larger
number of men in each mill or each unit but
they will be the basis for future expansion.
The House should appreciate that we can have
capital, we can have other things, but the
bottleneck is in respect of managerial
personnel, technical personnel and others.
They are the biggest bottleneck and it should
be our effort to create them and expand them
as rapidly as possible. We are trying to do
that. Therefore, to look at it in an objective
way, | think the public undertakings have been
given an assigned role in our economy. They
are going to be a dominant sector in our
economy. In the years to come they will
expand and they should expand because in
their expansion lies the rapid industrialisation
of the country. They will not only command
the strategic and commanding heights, but
they will also have a dominant part in the
economy. There is also scope for the private
sector. They have also a role to fulfil and we
should judge them by their crucial and
strategic role. They must show the highest
standard of efficiency. They must show the
highest standard of management, progressive
thinking towards technological advance,
which is required in such a modern,
complicated industrial system. So, there are no
two opinions about that. | have no doubt that
this Report shows that we are marching on the
right lines. The public undertakings are doing
well. In the coming years, in successive
reports, in terms of cost, in terms of
management standards, in terms of capital
employed and profltablity—from whatever
strict standards you may look at them—it will
be and it has been our effort to see that they
must show their best, so that they perform the
role that they have been assigned in .the Plan.

[ RAJYA SABHA ]
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THE VICE-CHAIRMAN (SHRI M. P.
BHARGAVA): Mr. Mani, please be
brief.

SHRI A. D. MaNI: Mr. Vice-Chairman |
would seek the indulgence of the House for
just five minutes. My purpose has been largely
served by the Minister's indirect admission
that my financial analysis of this Report is
correct. He said that nothing has been
concealed and that they have taken only the
profits of the running concerns. | hope that
when the next year's report is published, he
will take all the concerns into account and
give us a more correct return, so that we have
a better idea of how these undertakings are
functioning. The Minister said that perhaps |
had some prejudice against the public
undertakings, | may assure him and the House
that | have no prejudice whatsoever against the
public undertakings. | want them to prosper
because it is the country's money which has
been invested in them. The purpose of this
debate was to point out some of the serious
defects in the management of the public
sector, which should be looked into by the
Government and remedial action taken. The
Minister said that as tims goes on th, public
sector will expand. In this matter, | would not
take up a doctrinaire position. Even the British
Labour Party has had some re-thinking done
on the question of expansion of the public
sector. We want the country to prosper. We
want to sell our goods at the lowest price in
the country. We want to produce goods at the
lowest price so that we may have an export
market. That is the main consideration and not
any ideological prejudice, because recent
events have shown that a socialistic country
which is for the public sector has attacked us
and the capitalist countries which are for
private industries have come to our aid. So,
there is no question of ideology in this matter.
We want the industries to be run properly and
I would like to repeat again the suggestion that
I made, namely, before taking up abstract,
doctrinaire posi-
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tions of the kind that the Minister has taken,
the Government should, at some stage, have
an enquiry into the need for the expansion of
the public sector and find out jn what sectors
it should expand. Let us have some fact-
finding investigation and there should be no
difficulty in Government accepting the
suggestion.

I am very thankful to the Members who
have taken part in this debate and | want to
conclude with just one sentence and that is my
hon. friends have raised this question of the
Rajya Sabha being represented on the Com-
mittee for Public Undertakings, if ever such a
Committee is set up, with equal status and
equal rights. If the Government is serious that
the public sector undertakings should run
well, they should not start with a sectional
outlook in regard to representation on such
bodies. The Members who are
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here are the representatives of the States and
the States have got a vital interest in the
working of the public undertakings. Some of
them have taken a share in the public sector
undertakings like the NEPA Mill. Therefore,
we have got a right to be there, with equal
sta.us and equal rights. I am not making a
plea that we should be included. I am
demanding that this House should be repre-
sented with equal rights on such a body,

SHRIAKBAR ALI KHAN: We all agree.

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

The House then adjourned at
seven .een minutes past five of the
clock till twelve of the clock on
Wednesday, the 5th December
1962.



