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which will be taken to ameliorate the
situation and as soon as that rcport
is ready, it will ai+o be placed before this
House.

Mr. CHAIRMAN : No dis-
cussion, IS 1necessary. There are
Private Members’ Legislative businzss.
Mr.  Satyapriya Bancrjee is off to
-Vienna.

Surr C. G. K.
Has he ?

MR.
‘the papers
motion here by Shri

CHAIRMAN : That is what
said. There is another
Guruswami.

|
REDDY (Mysore) : ’
\
|

THE FACTORIES (AMENDMENT)
BILL, 1952,

Sur1 S. GURUSWAMI (Madras) :
Sir, I beg to move for leave to introd-ice \
a Bill further to amend the Factories
Act, 1948 (Amendment of Section 2.)

Mgr. CHAIRMAN : Since there is
1no opposition I put the motion to the
House.

The question is :

That leave be granted to introduce the
JBill further to amend the Factories Act
1948 (Amendment of Section 2.)

The motion was adopted.

SHrt S. GURUSWAMI: Sir I

[ COUNCIL ]

introduce the Bill.

MR. CHAIRMAN: Government legis-
Aative business. Mr. Shah.

THE INDUSTRIAL FINANCE
CORPORATION (AMENDMENT)

BILL, 1952 ‘J
__Tug DEPUTY MINISTER FoR |
FINANCE (Smrmt M. C. SHaH): |
Sir I move : /
That the Bill fufther to amend theJ
Industrial Fmance Corporation Act., 1948
-as passcd by the House of the People be
\ teken into consideration.”
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Sir, the Industrial Finance Cor-
poraion wasset up on the 15t July 1948
an.d has upto the end of Octobar 1952
saactioned loans to th: tuns of Rs.
15,22,70,000 to 103 industrial con-
cerns of varying sizz2s all over chs country
engaged in all typss of industries.
I have already had circulated to hon.

! Members of this House tie statem:nts

showing the classificazion of th» num-
ber and amount of loais a1l alvances
granted industry-wise and classification
of loans and advances indisiry-cum-
State-wise upto the 3oth Jun: 1952,
Copies of the 4th  Annual Report of
the Corporation are also available in the
Library of the House for M>mberss’
use. 1 think the hon. Members will
agree with m= that the  Corpo-aion has
rendered very uscful service in supple-
menting the capital .requi enznts of
Industrial concerns at a time
when theindustrial enterpri-
ses found that while, on the onz hand,
the captial they had raised for their
schem:s proved insufficizat on account
of rising costs, and on the other, it has
become mnre difficult to raise fresh
equity capiral from the market,

12 NOON.

With the experience gainzd in the
working of the Corporation for the
last 4 1/2 years, it is now possible to
expand its activities on fruitful lines
so that the Corporation may render
greater service to the private sector
for the industrial development of the
country. The main purpose of the Act
is to enable the Corporation to sup-
plement its resources from loans from
the International Bank for Recon-
struction and Developmznt. I may
here mention that the original Act
provided for the Corporation borrow-
ing in foreign currency from the Inter-

national Bank or othcrwise ; but no
provision was made for the Central
Government guaranteeing such loans,
As the House is aware, it 1is cus-
tomary for all loans granted by the
World Bank to third parties to be
guaranteed by the Government of the
country to which the loanee belongs.
The Act only provides that the bonds

and debentures raised by the Corpora-
tion in India shall be guaranteed by the
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Central Government and the guaraate: |
now proposed to be given in respoct of |
foreign bodies will be in keeping with |
the scheme of the Act. As rcgards any
loss or profit in exchange which might
arise as aresuit of transactions in foreign
borrowings, It seems appropriatc that
the Government should undertake
both the risk of loss as well as the ad-
vantage of profit that may accrue. It
may be difficult {or the Corporation to
borrow from the Internaiional Bank
for Reconstruciion and Devclopment
onany large scale if'it has also to under-~
take the risk of exchange loss. It may
also be remembered that all the profits
of the Corporation in excess of 5 per
cent. accrue to Governm nt, It will be
noticed that the amended scction 27
of the Bill provides that all loans and
advances to industrial concerns out of |
foreign currency shall be granted in |
Indian currency ard shall be repayable
by such concerns in Indian currency.
Consequently, so far as the industrial
concerns are concein:d, there will be
no less or profit on exchange tran- |
sactions.

In order that India should get full
advantage of any loan agreement be-
tween the Industrial Finance Cor-
poration and the International Bank
for Reconstruction and Development,
itis desirable that the Industrial Finance
Corporation should be in a position
to grant loans in particular cases for
even larger amounts than the maxi- |
mum of Rs. 1 crore. Ordinarily in '
the case of very large industrial enter- !
prises, it should be possible to negotiate |
for a direct loan from the International |
Bank for Reconstruction and De- |
velopment. Such cases need not, |
therefore, be included in the arrange- |
ment between the Industrial Finance |
Corporction and the International Bank |

for Reconstruction and Development. |
There may, however, be intermediate |
cases where such seperate negotiations |
would be unnecessary and could e |
avoided if the loan is initially givcn by |
the Industrial Finance Corporation so |
that it could fall within the scope of |
“its lozn arrangement with the Inter- |
national Bank for Recenstructicn ¢nd |
Development. 1t is for this rcason that |
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the further provision is being made
for a loan exceeding Rs. 1 crore to be
given by the Corporation if it is
guaranteed by  Government. In
order to ensure that the guarantee
is not given by Government before the
Corporation itself is satisfied that it is
a good business proposition and it is
in favour of such a loan being sanctioned, .
it is further being provided that the
loan should be sanctioned oaly if
the guarantee is given on  the re-
commendation of the Corporation.

The Corporation haus already got
supervisory stafl for the purpose of”
inspection of concerns to  which it
advances loans. In order to cope with
its increasing activities, it proposes to
strengthen the staff, particularly of
technical experts. Thus the Corpo-
ration will be increasingly i a better
position to scrutinise the industrial
schemes for which loans are required
and to supervise the functiomng of~
industrial concerns. Itwill, therefore,
be in the fitness of things if the agency -
of the Corporation is available to both
the Central  Government and the-
International Bank for Reconstruc-
tion and  Development  whenever
either of them give direct loans to-
industries. The provision made in
this regard in the Bill is discretionary -
and its utilisation will depend on the
ability of the Corporation at any-
particular time to deal adequately with
the work which would be involved in:
the discharge of this function.

The strengthening of the financial
structure of the Corporation is sought
to be achieved by the following -
measures. In the first place, it is pro-
posed to make provisions which would
ensure that the Corporation does not
suffer any unnecessary losses of interest
'or losses by way of capital depreciation
on its investments. The  present
position is that the Corporation raises
funds by issue of bonds in the marker.
The money so raised cannot, however,
be utilised in advencing locns to indus-
trial concerns for a considerzble time
because disbursement in respect of
loens sanctioncd is mede cnly after
scrutiny of title deeds end cempliznce
with various other essential formelitiey
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and also because the money is paid in
instalments as and when required by
the borrowers. At the same time,
the Corporation has to cover itself in
respect of loans sanctioned by making
provision for the whole amount through
the issue of bonds. The amounts
rajsed by bonds have, therefore, to be
invested in the 1ntervenmg period with
the Reserve Bank or its agent under
section 19 or in Govarnment securities
under section 20. The interest which
.the Corporation carns both on deposits
and Government securities is much
less than what it has to pay on the bonds,
and morecover the realisation of Govern-
ment securities when loans have to be
advanced sometimes involves the
Corporation in loss. In order to get
- over these difficulties, it is proposed
to allow the Corporation to keep its
funds in deposit with a schedul>d bank
or a State Co-operative bank in con-
sultation with the Reserve Bank. It
is also proposed to permit the Cor-
poration to borrow from the Reserve
Bank on short term basis against
Government securities so that it may
not be forced to sell them at atime when
. such sale may not be desirable. It is
further proposed to  authorise the
- Corporation to borrow from the Re-
serve Bank up to three ccores of rupees
for a period not exceeding 18 months
so that the actual issue of bonds in the
market need not be made by the
- Corporation long in advance. This
will save any los; of interest and at
~the same time the limitation of the
" period will ensure that the Corpora-
tion does not carry on its business

on the basis of such temporary borrow- |

[
l
0
l
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ings from the Reserve Bank, but issues ‘

- its own bonds on the market.

Another wey in which the finencial
position of the Corporation is sought

- 10 be strengthened is by the provision
of a Special Reserve Fund to which
the dividend earned by the Government
and the Reserve Bank are proposed to
be credited, until the reserve reaches
Rs. solakhs. It has not been possible
for the Corporation to build up its
_Reserve Fund quickly on account of
<the provision in the Act which requires

|
|
\
|
\

\

|
\

|
|
\
|
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it to pay the guaranteed minimum di-

vidend on its shares frfom its very in-

ception. The foregoing of their divi-

dends by the Government and the

Reserve Bank for a few years would

seem 1o be, therefore, the best meth od

of building up an adequate Reserve

Fund in the shortest possible time.

It will be remembered that when the

Reserve Bank was established, the

Government made a special contri-

bution of Rs. § crores to the Reserve
Fund of the Bank and the present
proposal is & more equitable variation
of the same idea.

I shall now take up the amendments
which relate to the provisions required
for enabling the Corporation to exer-
cise its powers. Though the Act
provides that in the event of certain
contingencies the Corporation shall have
the right to take over the manage-
ment of the industrial concerns which
have borrowed from the Corporaiion.
there is no dewiled provision mdicat-
ing how the Corporation will exercise
its rights. It is eccordingly proposed
to insert five new sections—viz., 30-A
to 30-E in partial supersession of
provisions in the Indian  Companies
Act and the Memorandum and Articles
of Association of the industrial con-
cern. These Sections authorise the
Corporation to appoint directors of
an industrial concern the manage~
ment of which has been taken over.
The powers and dyties of such di-
rectors have been elaborated. On the
appointment  of such directors, all
existing directors will be deemed to have
vacated their office. Similarly, any
existing managing agency agreement
will be deemed to have terminated
without any claim for losses or damages.
The right of shareholders to nominate
any director will be abrogated and no
resolution passed by rhe shareholders
will be given effect to unless approved
by the Corporation. No winding up
proceedings against the industrial con-
cern will lie except with the sanction of
the Corporation. Power is also being
taken for the Corporation, on the
analogy of section 153—C (5) (d) and
(¢) of the Indian Companies Act, to
move a court for termination of any
unconscionable contract subsisting -
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between the industrial concern and any
wther party,

The rest of the provisions in the Bill
-are based in the experience gained
in the actual working of the Corpora-
tion during the last four and half years.
I shall briefly indicate here the nature
©of these amendments. In the first
place, the number of dirsctors to be
nominated by Government is being
increased from 3 to 4. It is not in-
tended to use this power for nominating
more Government officials on the
Board, but to enable Government to .
give proper representation  to all |
interests. In view of the responsibility ;
undertaken by Government on ac-
count of the guarantze of principal,
dividends and debentures, it cannot bz
said that Government would be getting
disproportionately large representa-
tion. Secondly, section 10 is bsing
amended to include the Deputy Manag-~
ing Director of the Corporation in the
directorate of the Corporation without
voting rights. Thirdly, a provision
is being made for the removal of the
Managing  Director if such removal
becomes necessary. Such a provision |
exists in the Reserve Bank of Indix
Act in regird to the Governor of the
Bank, and it is clearly necessary that
there should be some power for the
termination of the Managing Director’s |
services, during the period of his
appointment. Fourthly, section 34 of
the Act is proposed to be amended to |
bring it in line with the State Financial |
<Corporation Act, 1951, with a view to
associate the Comptroller and Auditor
Geanerl of India more closely with
the audit of the affairs of the Corpora- |
tion. This will be in accordance with |
the wishes expressed by the Public
Accounts Committee in respect of sta-
tutory bodies.

Lastly, various minor amendments )
-are being made to bring the Act in line !
with the State Finance Corporation
Act, 1951. The Select Committee
which considered thit  legislation—
which itself was based on the model of |
the Industrial Finm:e Corporation |
Act, 1951—made certain improvements
in the said Billand we are taking this
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opportunity to embody ¢ hese improve-
ments in the I. F. C. Act.

Sir, there is also widening of the
scope of the loans to be granted :
Section 2 is being amended and there,
we have included Shipping also to
be eligible for taking loans. Shipping,
we know, is a key industry and we
are all aware that we have got a
very small tonnage and we want more
and, su, we want to encouragc more
and more shipping concerns to work
efficiently and, so, that provision has
been made there.

Sir, as I have explainzd already, I
expect that the working of the Cor-
poration will be considerably improved
and it; usefulness in the  sphere of
India’s development will be enhanced
by th: provisions whicir are proposed
in the Bill

Betore concluding, I should like to
assure the House that under the exist-
ing Constitution of the Corporation,
Government exercises very full and
effective control over the day to day
administration of the Corporation.
The activities of the Corporztion are
constantly under review by Govern-
ment and full facts about the various
loans granted by the Corporation to
individual industrial concerns are
available with the Government.

SHrl C G. K. REDDY (Mysore) :
Sir, I did not wish to interrupt, but
it is unusual for a Minister to read
a spezch. If it is a complicated state-
me 1t he may do so but itis not a
precedent that we should establish
in the House. It is unusual and it is
not done. Otherwise, Sir, you will
have to allow us also to read our
speeches.

Suri H. P. SAKSENA (Uttar
Pradesh) : I would request the hon.
Minister to carry on with his elabo-

rate statement.

Suri M. C. SHAH : I can speak
ex-tempore at least for one houras 1
have done in the other House.
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Mr. CHAIRMAN : He is trying
to econcmise the time of the House
by reading something. If ex-tempore,
he will teke twice or thrice the time ;
that is what he is aiming to avoid.

SurI C. G. K.REDDY : Thatisa .
precedent that should not be en- !
couraged. ‘

SHrli R AJTAGOPAL NAIDU
(Mad rzs): The time of the House !
could heve been much more saved if |
the hon. Minister hed cyclostyled the
speech and suprlied copies to us in

advance.

MR. CHAJRMAN : All right, get |
alon g. Steterrents which ei1e sericus |
and respcmsitle are scmetmes 1ecd.

Serl B. GUPTA (West Rengal) :
How many pages left ? !

Mr. CHATRMAN : It is all right, '
£0 on.

SHr1 M. C. SHAH : Most of the
criticisms that have Leen levelled !
against the Corporation are unfounded |
and uninformed.

SHRI B. C. GHOSE (West Bengal) :
Question.

SurI M. C. SHAH : Sir, I commend
the Bill, as passed by the House of the '
People for the consiceration of the
House.

Mr. CHAIRMAN : Motion moved :

That the Bill further to :merd the Indus-
trial Finance Ccrporation Act, 1c48 as !
passed by the House of the Pecple, be |
taken into consideration.

SHrI B. C. GHOSE : Mr. Chairman,
not unnaturally, this Bill to amend the |
Indian Finance Corporaticn Act has |
roused consicerable heat and acrimony. |

\

Sur1 H. P. SAKSENA : May I know
if this moticn has rcccived 1he approval
of the House ?

Mgr. CHAIRMAN : It is teing con-
sidered. It is at the very first stage.

SHRI B. C. GHOSE : I was saying
that it had roused comsicerable heat
and acrimeny and, quitc ncoally,

[ COUNCIL ]
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for, its function has a very important
bearing upon the industrial develep-
ment of the country, particularly in the
private sector.

1 should like, Sir, to take advantage of
today’s discussion to deal with two or
three things : first, about the extent
to which the Corporation has fulfilled
the purpoce for which it was establish-
ed ; second, how it has actually func-
tioned and; third, I want 10 make certain
observations on some of the important
provisions of the BilL

paradoxical
since the
the

Firstly, it may apyear
but, still, ttve that ever
inception  of the Corporation,

" difficulties of industry for obtaining .

long reriod finance, instead of easing
have increased. I do not say that the

' Corroration has Leen responsible for

that. There has teen, for example,
a poor public response to subscription
of equity shares for various reasons,
one keing that the inflation has wired
out middle class savings which con-
stituted a fruitful source for this kind
of share subscription. But, there has
teen another factor and, I telieve,
the Corporation is to a certain extent
indirectly responsible and that fact is a
chinge in the attitude of the Reserve
Bank atout the activities of commercial
banks. You might know, Sir, that
previously the commercial banks used
to finance to a certain extent long
period needs of industry. I do not
say that they were doing it on any
large scale ; burt, a proportion of their
total resources was teing utilised for
this purpose. I do not intend today
to go into the merits or otherwice of
this kind of investment although a
priori there is no reason why this should
be considered wunsound. But, c(ver
since the Cotporation was established,
the Reserve Beank made it known that
it would not look with favour upon
the activitiecs of commercial banks
directed towards long reriod invest-
ment. The result has teen that the
commercial banks have been extremely
reluctant to rrovide industrial establish-
ments with long peried finance and
they also have teen calling back such
of their old leans. The resvltant
situation has tcen extremely difficult
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for industry. One other result of this
situation has been that while the bigger
industries have not suffered so much
the medium and small scale industries
have suffered extremely. The gap
created by the commercial banks,
as a result of the change in its attitude
has, so far as the larger industries are
concerned, been filled by the Finance
Corporatiorr.  The bigger and larger
industries have bcen able, to a certain
extent, to obtain their long period re-
quirements through the Finance
Corporation, but, not so the smaller
and medium sized industries, specially
because of the conditions which the
Finance Corporation has laid down for
the purpose of granting loans. One
is in relation to the management that
it should be sound which means that
only_ well established concerns have |
been able primarily to obtain finance
from the Corporation.

Now, Sir, that is a very serious situa-
tion and I should like to urge upon
the Government that wuntil they
have been able to provide institutions
which could provide long period
finance, particularly to small scale and
medium sized industries, they should
instruct the Reserve Bank to change
its attitude towards the previous prac-
tice under which commercial banks
were, to a certain extent, financing
such needs of industries. It is very ne-
cessary that this should be done. Other-
wise the industrial development of the
country which we all so much desire
would be considerably retarded.

It has been suggested, Sir, that the
financing of small scale and medium
sized industries should not be the
responsibility of the Industrial Rinance |
Corporation, that it should devolve |
upon State Finance Corporations, and ‘

that, if any State has not set up such
a Corporation, it is its funeral and the
Industrial Finance Corporation cannot
be held responsible. But that would |
be taking a very short-sighted view of |
the whole affair. If Government, |
whether State or Central, have not |
been able to provide such institutions (
which can advance such long-term |
finance, then something must be done
so that industries may not suffer.

49 (LS. D.
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Another feature to which I should
like to draw attention is that new enter-
prise by and large has not been helped
to develop under the auspices of the
Finance Corporation, and that is also
because of the rules which they have
laid down for the grant of loans. The
loans usually go to well established
concerns.

Another factor which I think
calls for some adverse comment is
that the distribution of industries in
the coundty, which used to be very un-
even, has been made more un-even
by the activities of the Corpora-
tion. That unevenness has been fur-
ther accentuated by its activities. If
you look at the loans, the total up to
June 1952 was about Rs. 14 crores, and
33 per cent. of them went to Bombay
State and 17 per cent. to West
Bengal so that as between these two
States, 50 per cent. of the loans
sanctioned were taken up. It has been
recognised that the present distribution
of industries in this country is not
satisfactory,  that it generates
disparities, and that that should be
removed. That also was one of the
recommendations of the Fiscal Com-
mission in regard to location of in-
dustries. I believe the practice of the
Finance Corporation to assist our exist-
ing, and those also well established,
industries is responsible for all these
unsatisfactory results, and I think it
is  necessary that the Government
should issue instructions to the Finance
Corporation that they should change
their methods. I do notalso believe
that the Finance Corporation should
work essentially or very particularly
on the lines of a commercial bank. That
was a suggestion, I understand, that
was put forward by an hon. Member
I do not think
that that would be taking a very correct
view of the functions of this Corpora-
tion. This Corporation should assist in
the establishment and development of
industrie~, and then also particularly, new
ones. Unless the Corporation takes a
more generous view of its operations
as to what kinds of institutions it
will help, its objective will be
frustrated.

As regards assistance rendered to
small and medium sized industries, I
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believe the operarions of the Corpra-
tion have not achieved the object for
which it was established. The Pre-
amble to the 1948 Act states that the
Corporation was cstabhished for the
purpose of making medium and long
term credits more readily available to
industrial concerns in India particularly
in circumstances where normal bank-
ing accommodation is inappropriate or
recourse to capital issue methods is
impracticable. I should like to suggest
that recourse to capital issue methods
should not be impracticable for large,
well established concerns. A direct
mention of this fact would appear to
me to indicate that it was desired under
the Act that small and medium sized
industries should be helped more.
In actual practice that has not been
done, and they have suffered very
much.

The next point is about the actual
functioning of this institution. About
that, as I have already stated, there has
been very violent criticism in the other
House, and not unnaturally. I do
not want to digress on that matter
much except to say that I for myself
cannot see why, in view of Govern-
ment’s assistance to this institution,
there should be such anxiety to with-
hold the names of the persons or the
companies which were assisted. As
was pointed out in the other House,
and as tge hon. Minister also knows
perfectly well, the International Bank
for Reconstruction and Development
also publishes these names. I should
have imagined that such publication
would have assisted the passage of this
Bill, because by and large probably
there has not been much malpractice,
but the fact that this information is
being withheld creates suspicion, and
I believe that the Government have
helped in creating that suspicion and
in making the passage of this Bill more
difficult than it would otherwise have
been. On this point I should like to
refer you to the desirability of having
on the board of directors persons who
themselves in one form or another
become borrowers. Of course there
s nothing in the Act which says that
this should not be done. There is also
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nothing in the Companies Act or the
Banking Companies Act which speci-
fically debars directors from becoming
borrowers. But 1 believe there is a
well established practice at least among
banks that borrowcrs are usually not
directors of banks. It cannot bte
denied that a person who is actively
engaged in industry and is also likely
to figure as a borrower, if *he is also on
the board of directors, can bring in-~
fluences to bear. They cannot be
proved. One cannot get away from
the fact merely by saying thar the Board
examine the applications on the basis of
the facts which are furnished to them.
I put it to you, supposing I am a
member and others also are members,
you will know that I am interested in
a particular loan in respect of a com-
pany of which I am a director or
managing agent ; then, even though
I may not be present or be voting, the
other members would find some diffi-
culty in turning down my application;
I would have somec preferential treat-
ment in comparison with others who
do not occupy that position of
vantage. Then, what is the reason
for having directors who are also
borrowers ? Is there any deatth
of people whoare not borrowers
but yet sufficiently qualified, who can
be on the board of directors ?
It is a public institution. It should
be above suspicion and I should,
therefore, very earnestly suggest to
Government, if not in the Act itself,
at least to evolve a practice that borrow-
ers should not be dircctors and 1 say
this not without reason, for I know of
cases—just as (Government have not
disclosed the sources, I am not going
to disclose my sources at the moment,
but I know of cases—where sugges-
tions have been put forward that if
some person or other were taken in
the management of a company, some
person who was a friend or relation of
some director, then the application
would be very favourably considered
and the loan would be easily obtained.
And it is a fact. It is no story that I
am relating here. So, I believe, Sir,
it is necessary that that loophole should
not be maintained and it can be easily
removed.



1083 [Iudustrial Finance Corporation { 8 DEC. 1952 ]

That proposition brings me to the
quzstion as to whether the institu-
tion should be as it is now managed,
or any change in its management
should be brought about. Of course
that is not quite germanc to today’s
discussion. But I am just r-farring
to it for Government's consideration
that it might not be a bad id.ato
nationalise this institution. What is
standing in the way ? TItis not that
the o:her countries have not natinnal-
ised such institutions. We hsve the
Australian example. We have the
Canadian exunpls. In Australia, the
Commonwe th Bank, its.If has a
department.  There is no scparate
institution. It itscIf has a d=partma>nt
which looks after the long porind
requirements  of  indusries.  In
Canada, ths Commonwealth Bank
itself owns all the shires. Here
the Government is doinz every-
thinz—zuaranteeiny 1o ns, guarantee-
ing capit2l, interest, bonds and every-
thing—and yet why should we hive
this sort of a private institution when
-it can exert so much influsnce ?

Lastly, Sir, I want to say something
about the provisions of the Bill. The
first is with regird to the foreign ioan.
Now, I do not want to hiwp on that
subject as to whether it i5 advisable or
not to have foreign loans at all, whether
thete are strings attached to them or
not, whether we are aligning ourselves
all the time with the Anglo-Americ n
countries or not. But I should only
like to say just this that if we get loa':s
from particalar countries, it cannot b:
gainsaid that certain relitions davelyp
which bring us closer together thin is
the case with countries with which w2
have no sach economic or fininci'l
relations. Incidentally, if we really
want to maintain our absolute neutra-
lity or independence in forcign afiairs,
it would not bz a bad id=a to have som
kind of a lhan from other coun:rizs
which are not in this bloc also, if that
could be possible,

Pror. G. RANGA
That’s it.

SHrI B. C. GHOSE : Sir, atout this
forzign leon I want to ask en: or two
questions, Why is it that this foreign
loan is being taken by the Fininc:
Corporatior ? What will bz the ad-
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vantages if the loan is obtained through
the Corporation? As I understand,
there are two specific conditions 1iid
down by the I.BR.D. for the grant
of lomns. The first is that the Gov-

ernment of the country must guirantee

the loan. Whomsoever the loan is given

to, whether it is the Finince Corpora- -
tion or a private industry, the Govern-

maent must gairantes the loan and the

second i3, it s ys, that all loins

midz or guwanteed by the Bink—

that m=ans the I.B.R.D.—must, except

in special circamstancss, be for «pur-

poszs of snzcific projects of raconstruc-

tion and d>velopmzni. The Bink is

rejuired to mik: arrangements to

ensare thit the proczeds of any [own

are utilised only for the purposes for

which the lon  was  granted.

Now what I want to kadw is : Doss

it mean, when the Fininc: Corpori-
tion will bz getiing thz lon, thit the
I.BR D. will not insist thitit will be
for any specific purpases, or will it bz
insisted ? If it is insisted thatit will be
fo: a spacific purpose, than, what is
the advantge of getting it through the
Corporation ? Why not hive the loans
directly to the companies for which
the loans are required ? I undzrstnd
that Government is also arranzing for
a loan to the Steel Corporation and
the Indiwn Iron and Stezl Coympany
from the I.LB.R.D. and that loan will
bz directly received by them on Gov-
ernmzani guarantee. So, what is the
specific point in havihg the loans
through the  Corporation ? I can
understand that if the I.B.R.D. waives
its requirsmant that specific purposes
will hwe to be shown, then there may
b: som= point in having it through

the Corporition.

Further, wnat will be thz conditions
under which these loans will be ob-
tained ? Will the  Corporation be
liible to furnish an account of its acti-
vitias to the I.B.R.D. ? I uaderstood
also from the last Report of the I.B.R.D.
that 2 Commission had come here or
the Governor had come here and there
was a discassion between the Govern-
mant aixd the Governor of the IL.B.R.D,
for a loan to the Industriyl Fia nce
Corporation. I should presume that
those negotiations have already pro-
ceeded to a very great extent., But
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these points require a clarification be-
fore we can agree to these loans being

taken by the Finance Corporation.

Then, I have already referred to the
point about directors who are interested
and I should particularly appeal to hon.
Members on the opposite side to bring
their influence to bear on the Party,
if not on the House, and to see to
it that this very wholesome provision
is included in the Act that borrowers
should not be made directors of the
Corporation.

Sur1 C. G. K. REDDY (Mysore) :
They won’t listen to it.

Suri B. C. GHOSE : I am asking
them to bring their influence to  bear
on the Party, not here on the House.

Lastly, I would say something about
the maximum limit that is sought to be
raised. I do not understand what is
the necessity of raising that lmit,
as vnder the Bill it has been suggested
that cert:in transections should be
outside the scope of that limitation.
It says on page 4.

“ Provided that the aforesaid limit of
one crore of rupees.........

because it is now being sought to be
raised to one crore. If it were 5o
lakhs, it would be provided that ‘‘the
aforesaid limit of 50 lakhs”

“.......shall not apply to any such
arrangement when any loans, advances
or debentures are, on the recommen-
dation of the Corporatior, guar-
anteed by the Central  Government
a3s to the repayment of the principal
and the payment of the interest. »

Now, Sir, what I should Ilike to
suggest is that when the principal and
the intercst are guaranteed by the
Government, then the limit will not
apply. We can also have a provision
here that if any loens are given as a
result of borrowings from the I.B.R.D.
that may also be exempted from the
provision of the meximum  limit.
If we add those rwo provisions, then
what is the necessity of increasing the
maximum limit ? Because I have a fear
that if the limit is increased, the Bank’s
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activities would be tilted to even a
larger extent in favour of the larger
companies and to the detriment of the
sma]l and medium sized industries.
It is interesting here, Si=. T nhserve
that I.C.F.C,, i.e., the Industrial and
Commercial Finance Corporation,
which operates in England and has a
share capital of £15 millions allows loans
which vary between £ 5,000 and
£200,000 only. The maximum is
£200,000, which is 1/75th of the share
capitel; whereas in our case the maxi-
mum is proposed to be 1/5th of the
share capital. I should like to submit
to you, Sir, that that would not be a
healthy practice and that would be
only hetping the larger industries while
nothing much would be done for the
smaller and the medium sized industries,
particularly when we take into con-
sideration that there are no other in-
stitutions which can come to their
assistance.

(Amendment) Bill, 1952

(Dr. Radha Kumud Mookerji rose to
speak).

MRr. CHAIRMAN : Before I call
upon Dr. Mookerji, I will ask the Prime
Minister to lay papers on the Table.

T PRIME MINISTER (SHrI
JawanarLAL NEHRU) : I am grateful
to you, Sir. I beg to lay on the Table
of this House a copy of the report of the
Planning Commission on the First
Five Year Plan. ([Placed in Library,
See No. IV A-2(6).]

In the course of the day I hope all
Mecmbers of this House will receive a
copy of these two bulky volumes. In
the course of the day or perhaps to-
morrow, they might receive a summary
which has  been prepared. It has
reelly been prepared for the Press,
but it might be of some help to hon.
Members. In the course of the next
two or three days I hope we might be
able to give them further summaries
to enable them to study this report.
Now, the report at present consists of
these two volumes. It is proposed a
little later, in a few days’ time, to issue
a supplement to the Plen containing
particulars of the development
schemes in the Central and  State
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Plans. That would be a printed
supplement. Somewhat later still,
it is proposed to issue a volume

containing details of the development
programmes of forty industries en-
titled “Programmes of Industrial De-
velopment”. This will take some time
before it is ready. Of course, these

two volumes which have  been
cyclostyled will also be  issued in
printed form. It is also  proposed

to issue a brief version of the Plan in
somewhat popular language in print,
in book form, probably rumming to
about 300 pages and a number of pam-
phlets and brochures not only in the
English language, not only in Hindi,
blut in the great provincial languages
also.

Ineed not say much at this stage
except perhaps to read to the House
the concluding few lines of this report ¢

*“ Inourintroduction we have referred to
the proczss of consultation and dis-
cussion which has preceded the
preparation of the Plan which we now
submit to the Government. In ptepar-
ing this Plan, we have acted in close
cy-operation”with the Ministries of the
Central Government and the Govern-
ments of the States and with leaders of
opinion and representatives of
different interests in the country.
Although the task of drawing up a
plan of development has been in
some measure concluded, we
are conscious that planning is a
continuing process and from time
to time adjustments in policy and
programmes will be needed. The
submission of the Plan marks, how-
ever, a stage in the journey, and
prepares the way for the harnessing
of the nation’s effort and resources
for the fulfilment of the Plan.”

Therefore, though this Plan has in a
sense been finalised for the moment
by the Planning Commission and pre-
sented to the Government and to the
Parliament, there is no finality about
such things in the ultimate analysis
and from time to time it will have to be
look:d into and where necessary added
1o or varied here and there. 1 suggest,
Sir, that this House might take this
report into consideration in the course
of the session. I believe, Sir, a date
has already been fixed, 16th of this
month.

PR . T
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ProrF. G. RANGA : 16th and 17th.

SHRI JAWAHARLAL NEHRU:
15th and 17th have been fixed. Only
one thing I would like to suggest to
the House and that is that in dealing
with this Plan which has taken two
years of hard labour for the Planning
Commission more especially, and of
others too connected with it, and which
contains a large number of details, the
first consideration should be given to
the basic principles governing this
Plan and the main structure of the
Plan and not so much to the details
which follow from it. Details are
esscntial and should be taken up later
on. What is important is the basic
approach, the principles and structure
and general extent of the Plan, and in
the course of the debate which takes
place, I would suggest, therefore, that
perhaps hon. Members might pay
more attention to that basic approach
and structure which they will find is
contained in the first few chapters,
rather than to the details which can
always be considered later on whenever
necessity arises. I beg, Sir, to place
a copy of the First Five Year Plan on
the Table of the House.

Sarr C. G. K. REDDY : Sir, as the
Prime Minister has stated two days have
been allotted for the discussion of the
Plan. He will probably agree with me
when I say that we have three or four
days’ discussion over the budget which
concerns the future of the country for a
year. It seems to me wholly insufficient
to have only two days’ discussion on the
Plan—I may assure him that the hon.
Members of this House would not
ramble or be irrelevant—which will
decide the future of the country for
the next five years. Therefore 1
should like to request the hon. the
Prime Minister through you to find
more time for this House so that more
opportunity may be given to the differ-
ent sections which are present here
to pass their remarks or criticisms or
even suggestions regarling this Plan.

SHR1 H. N. KUNZRU (Uttar Pra-
desh) : May I put the Prime Minister
another question ? Do Government

PRR L - B T I
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expect us really to master the princi-
ples of the Plan and to know the pro-
portions laid down betwcen the various
categories which the Planning Com-
mission have takcn two years, according
to him, to settle, in the course i o
week ? You can havea discussion, if
the Government are bent upon it, to
morrow but can it be a fiuitfil d's-
cussion? Would it be fair to ask the

lembers of this House to discuss a
report of this natuie within a week?

SHrR1 JAWAHARLAL NEHRU :
A report of this nature can be discussed
fruidully for a month, daily, un-
doubtedly, and so far as I am con-
cerr.ed, 1 should like this House to have
as much time as is available to this
House. I do not wish to limit it to
two days, if additional days arc avail-
able certainly. So far as the Gov-
ernment is concerned, they can dis-
cuss for more days, subject to the con-
venicnce of the House during the time
available.  Obviously,  Government
find it very difficult to undcrstand Low
a House of this type can discuss these
reports in great detail. One cannot
duplicate the work of the Planning
Commission in the House and go into
every chapter in every Cetail.

So far as the main principles are con-
cerr:ed, the House might remember that
a draft outline of the Plan was issved
a litlle over a year ago. That contained
in effect all the princirles which this
Report contains. That has teen dis-
cussed somewhat in Parliament, a great
deal all over the country in newspapers,
by organisations. In fact, if I may say
s0, there has been more real democratic
discussion of the draft outline than
any that I am aware of anywhere.
The Planning Commission consicered
all these discussions, considered —all
these criticisirs, met many Memters
of Parliement, mct represcntatives of
public opinion ktelonging to various
groups, industrialists, tracde unionists,
economists and the like, and ultimately
produced this Plan. It is therefore
something much more than a Plan pro-
duced by half a dozen members of the
Planning Commission. It represents
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the joint effort of a large number of
persons. I do not wish to limit dis-
cussion on it at all. I do not know
what the hon. Dr. Kunzru thinks as to
how we should deal with it.

Mr. CHAIRMAN : What he said
was that a wcek is not sufficent to
mas’er the details.

SHri JAWAHARIAL NEHRU :
I would submit, Sir, that a wcek is
sufficient to consicer ihe principles,
not the details if you like, and anyhow
the choice is for the House. If it does
not wish to consicder this in this session,
it is for it to decide, but that I fcel is
really unfair to the House. We want
this House and the other House to con-
sider this as early as possible, because
the Plan is being acted upon from day
to cay. This is a Five Year Plan,
but the five years tegan in the teginning
of 1950. We have already passed
rearly two years of the Plan and we have
slightly over thrce years more. Part
of it has really teen fixed by circum-
stances for us. I venture to suggest
that so far as the principles are con-
cerned, they have teen before the
country for a trifle over one year to be
discussed thoroughly. I think now
my hon. friend Dr. Kunzru, with his
wide grasp of such matters, can grasp
these matters, these principles which he
knows very well, within the course
of these few days before the discussion
takes place. 'The House will probably
adjourn in about two weeks or there-
about, and if any other day that suits
the House within that period is fixed,
the Government have no objection to if,
But I would like the House to discuss
this within the course of this session.

Pror. G. RANGA : Sir, unless my
friend Shri Kunzru with the rest of the
House wishes to discuss this at the
next sassion, if at all it is to te dis-
cussed this session, I would suggest
that it might be taken up during the
last three or four days so that we may
te able, according to the convenience
of the House, to prolong the discussion
teyond two days and, if possible, to
have three or four days instead of
having it on the 32th er the 13th.
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Surt JAWAHARLAL NEHRU
That is
The date is fixed as the 16th. Thus far,
the session is fixed up to the 19th.
I't may be extended according to the
convenience of the House.

Mr. CHAIRMAN: Dr. Mookerji, you
may resume.

Dr. RADHA KUMUD MOOKER]JI
(Nominated) : May I have the pri-
vilege of discussing it this afternoon?

Mr. CHAIRMAN : Allright. Then,
we stand adjourned to 2-30.

The Council then adjourned
for lunch till half past two of
the clock.

The Councilr e-assembled after lunch
at half past two of the clock, Mr.
Deruty CHAIRMAN in the Chair.

Mr. DEPUTY CHAIRMAN : Dr.
Mookerji. (Dr. Mookerji  was not
present in the House.) Mr. Gupta.

Surt B. GUPTA: Mr. Deputy
Chairman, this is a very important
Bill that we have got before us this
afternoon to discuss. After its stormy
career in the other House I should have
thought that the hon. Minister pilot-
ing it would acquire a little more skill
to find out its bearings and to steer
its course properly but it appears that
he believes in repeating the old things,
dishing out the old arguments which
did not satisfy the other House and
cannot possibly satisfy this House
today. Now this Bill which seeks to
amend the Industrial Finance Corpora-
tion Act of 1948 is somcthing which
retains the entire structure of the prin-
cipal Act but only wants to introduce
certain changes that the hon. Minis-
ters have been called upon to introduce
by their friends in the United States
of America. I wish they had taken the
public into confidence before introduc-
ing any amendments to this Act.
They have done nothing of the sort.
On the contrary quite openly they say
in the amending Bill itself that it has
beey nocessicated by the suggestions
advaiced by the International Bank of
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' disclosed there.

(A nzadnza) Bill, 1352 1332

) : | Reconstruction and Development. That
exactly what is suggested. |is

there in the Statement of Obiects
and Reasons. When the principal Act
was passed a little over four years
ago, we were not here to express our
opinion on this particular measure.
We were then hunted by rhe Congress
rulers and were not in a position to ex-
press our views. We shall take this
occasion  to express what we consider
to be our views in regard to this parti-
cular institution and the Act that has
brought it into existence.

I wished when this amending Bill
was brought here, the hon. Minister
would be a little more self-critical,
a little more prone to the criticisms
that had been made in the other House,
and would divulge what had not been
Even today we don’t
know the names of those concerns that
were given loans. We are absolutely
in the dark with regard to that. We
know that if the distribution of loans
had been conducted in a fair and
straightforward manner, had not been
without colourable transactions and
taints, the present Government whose
political stocks are falling almost as
fastly as the stocks in the share market,
would not have hesitated to divulge
the names of the loanees to pick up a
little more credit in this falling market
of today. They have done nothing
of the sort. That raises the presump-
tion that the transactions on that score
had not been above board, that some-
thing is fishy and we know a lot of this
is fishy in the department which
functions behind the closed doors.
However, I would not go into it at
this stage.  Perhaps the Ministers
feel that they are being faithful to
their friends, the millionaire friends,
who have got certain advantages and
favours out of this institution. Now
it is understandable if certain agree-
ments had been reached with any party,
then the Government would be in-
clined to see to it that the agreement
was kept but here it is a question of
public policy. It is known in common
law that when there is a contract be-
tween two parties which militates
against public policy, that contract is
deemed to be void in common law.
Here the Government’s attitude appear
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to be militating against the public
policy and therefore, if you want to
keep these names secret, you are doing
something which would be repugnant
to public policy and therefore, I don’t
think there is any point in the sugges-
tion that at this stage, in view of the
agreement that had been reached or
undertaking given nothing could be
divulged. I should have thought that
the hon. Ministers would attach a little
more importance to the demands of
the Parliament of the people because
after all faith with the people is much
more sacred than the faith with Lala
Shri Ram and others who sit in high
Committees. They have been  re-
turned by the popular votes and when
the public all over the country is cla-
mouring for the disclosure of the names
it is better that they should come up
and tell frankly and candidly as to
which are the parties which have been
given loans instead of trying to pre-
varicate on this matter. Now we know
that scandals cannot be kept secret
for a long time. The scandals speak for
themselves and it comes out and much
of it is already common knowledge......

Dr. RADHA KUMUD MOOKERJI:
Is mention of individuals quite in
order ?

MRr. DEPUTY CHAIRMAN
Please avoid mention of names.

Sur1 B. GUPTA : I come now to the
measure itself—the principal Act. As
Mr. Ghosh pointed out in its preamble,
the object of this institution was to
make certain medium and long term
credits more readily available to in-
dustrial concerns. He read out the
preamble. The preamble is very short.
When the Bill was introduced some 4
years ago, speeches were made to tell
the country that this institution was
being created to help the industrialisa-
tion of the country. Naturally people
took a little interest jn it although we
did not take interest in it because
we knew in advance what would come
of these things. However, let us see
what this thing is. This is a
statutory body created bv the law of the
land. Itis not something like a private
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concern. It is a quasi-Government
institution, if I may say so, in which the
Government and public have got very
goeat stakes. As youwill go through
it, you will find that a large number of
shares are held by the Reserve Bank
of India and the Central Government.
Some shares are, of course, available
for the financial concerns and ce-opera-
tives and some other institutions, but
the major part of the shares of this
institution is to be held by the piblic
bodies who deal with public funds and
who as such, are supposed to look after
the interests of the public.

Then again we find that a Board has
been appointed. The principal Act pro-
vides for the appointment of a Board.
There are about 11 Directors and in that
Board you have all kinds of people—
you have multi-millionaires, business
representatives etc., but you don’t
have the representative of the common
man, representative of the small busi-
nessman. [ know the hon. Minister
would perhaps refer to  one Mr.
Khandhubhai Desai who happens to be
there ; but that does not make it any
more representative than the presence
of so many stray individuals here and
there in many Committees. What
is important is that when the Board
of Directors was going to be formed
care should have been taken to see that
the people who really need h:lp, the
people who  have the  economic
advancement of India at heart were
given due representation. Nothing
of the kind was done. Then there
are all kinds of things like the Board
of Directors, Executive Committees
etc. We have been told by the Chair-
man of the Board, Shri Shri Ram, that
Mr. Biren Mookerjee who is one of the
bosses of Bengal representing all big
money, cannot have much say in the
matter because he does not happen
to be on the Executive Committee. He
is merely a Member of the Board of
Directors. Now I do not know why
the multi-millionaire Chairman of this
concern, of this Corporation thinks
in this manner. Does he really believe
that he cannot influence policy at all ?
On the contrary during the past several
years we have seen multi-millionaires,
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even without being members of a
Legislature have exerted considerable
amount of influence with the Minis-
ters and got policies formulated. Sir
Biren Mukerjee’s financial influence is
in no way less than what Shri Shri
Ram is in a position to exert. Let us
not have any doubt about this
matter. This kind of thing is usually
dashed out to Members of Parliament;
but we know what is what. We know
when a man like Sir Biren Mukerjee
enters a committee lot of things queue
up for him and he has his way. 1 shall
explain how it has been done in this
particular case, and I shall shov how
they have influenced the functioning
or the working of Corporation.

But what I want to say here is this.
From its very start, this Corporation
has not been satisfactory. The Board
that was created was not at all in con-
formity with the interests of the general
public. As a matter of fact the whole
Corporation was made over, delivered
to the big money and it remains in the
hands of big money, and the proposed
amendments here do not propose to
make any departure from that state of
affairs at all,

Sur1 B. K. P. SINHA (Bihar) : Sir,
on a point of order ; can the merits of
the original Bill be discussed while
considering an amending Bill ?

MR. DEPUTY CHAIRMAN: Otder,
order.

AN HoN. MEMBER : Why not ?

MRr. DEPUTY CHAIRMAN : Order.
order. Mr. Gupta will go on.

Sur1 B. GUPTA : The hon. Member
will please listen to me a bit when I
give him a few home truths. ‘iore
will come now. Now, why is it that
this thing has failed ? The hon.
Minister may be in a happy mood when
he comes here with an amending Bill.
He segms to be happy about the dis-
tributson of thgmoney. He seems to
be rejoicing at ‘that; but we cannot
rejoicept that, Look at what the news-
papers have said. The newspapers
have raised their voice against it, they
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have expressed suspicions and doubts.
on the working of this particular in--
dustrial corporation. There is no
scope for rejoicing or for complacency
on this matter. Nobody, unless you.
completely disregard public opinion,.
can rejoice and the public want a little
more light on this matter. They want
to know a little more about these
thing; and they want the administration
of these things to be changod.

As regards the distribution of the
money or loans, much has been
said. I now take the reporis that
have been supplied to us. I take first
of all the Fourth Annual Report
of the Industrial Finance Corporation
of India, for certain facts have been
given there. I wish they had been,
these facts had been, a little more ex~
haustive. But  naturally when the
business is shady, things have to be
hidden. Sir, here we find this informa-
tion regarding shares. Government
had 2,000 shares on the 3oth June 1950
and the Reserve Bank 2,055 shares.
By 1952 June the shares of the
latter hakd declined to 2,054. The
scheduled! banks had 2,480 shares on
3oth June 1950, and this number came
to 2,435 on 3oth Juane 1952. You will
notice a fall of 45 shares in the number
of shares held by the scheduled banks.
This information is there in the Report.
Now where did these 45 shares
g0 ? We have to trace them and we
can trace them in this Report itself.
If you come to the fourth item—In-
surance Companies, Investment Trusts
and other like financial institutions
you find that on 3oth June 1950, their
shares amounted to 2,523 ; but two
years later, i.e.on June 3oth, 1952
they rose to 2,568, that is to say, 45
shares which had gone down from the
scheduled banks came into the hands
of the Insurance Companies, Invest-
ment Trusts and other like financial
institutions. I cannot say, Sir, as to
who got how much of this fourth
category ; but it is here that 45 shares
had gone into the hands of the financial
concerns, concerns that are interested
in financing industries and business.
This indicates that there has been a
deliberate attempt on behalf of this
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Board to increase the control of finan-
cial coacerns over  this Indusirial
Finance Corporation. Now, I would
like to ask thus question and I expect a
reply from the hon. Minister who is
pilotiag this Bill. I do not know if the
reply is written in his notes ; but he
will no doubt find the reply.

Theu let me come to the classification
of loans and advancss, industries-wise.
We do not know exacdy how much has
been lifted by each Provirce, which
Province lifted how nwuch of the Icans
granted.

SR M. C. SHAH :1have already
given a statement giving it region-wise
and another irdustry-wise.

Sur1 B. C. GHOSE : Not region-
wise and industry-wise, but combined

Sur1 M, C, SHAH : There are two
Statements.......

Mr,. DEPUTY CHAIRMAN:

[ COUNCIL]
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the hon. Minister a t.w questions and
I hope he will answer them. Is this
the kind of industrialisation that we
want ? Is that the way to industrialise
the country ? You have beeun spend-
ing the major bulk of your loanable
money for industries that are of a
sccondary nature, that is to say, cotton
textiles, ceramics, glass and sugar in-
dustry. With rezard to the sugir
industry, on the one hand we arc told
that there is over-produciion and on
the other hand you find here a lot of
money being invested in this industry.
We do not know as to how much
money has been spent on each cate-
gories under the head ceramics and
i glass. But, surely, this is not, by auy
siretch of imagination to be considered
as a major industry or an industry of
the kind that we want to give priority
to in our country.

Then, again, in the cotton tcx?tles
industry, we find that the existing in-
dustries have been given help.
Thercfore, Sir, if you go througa the
entire list, you would find that the In-

Order, order. Let there not be talk | dustrial Finance Corporation has not

across in this way.

SHr1 M. C. SHAH : Onc statement
shows the figures States-wise, how
many coucerus were given and what
was the agarcgate and then another
region-wisc.

Mr. DEPUTY CHAIRMAN :
Order, order. Mr. Gupta.

Surr B. GUPTA: Let me take them
industries-wise. Here we get that
the amounts have been sanctioned
to—cotton textiles Rs. 2,04,75,000 ;
ceramics and glass Rs. 1,19,00,000 and
for sugar industry Rs. 1,15,00,000.
These are some from the many other
industries named here. But I shall
tak= them up first. Between these
three, the total loan granted to them
came to Rs. 4,38,75,0c0. That is to
say, out of a little over Rs. 14 crores,
as much as Rs. 4,49,00,000 has gone
to these three industries—cotton tex-
tiles, ceramics and glass and sugar
industry. Now, I would like to ask

cared to loan this moncy for s ariing,
shall we say, machine tool iadustry,
heavy indusiries, industries that can
producc machinery in our country.
| On the contrary, it has been loaring
some {unds to the light industries and
you will find, Sir, that most of the
| money that has been loaned to the
| cotton tex‘ile industry has gone to
Bombay where the existing industries
arc located.

Now, Sir, another interesting point I

’ would like to make in this connection
is this that it has not led even to the
substantial increment in the insialled
capacity or production of these parti-
cular industriecs. Now, Sir, I will takz
the case of cotton textiles which scems
to be the most favoured of these indus-
tries. This is particularly favoured. As I
said, Rs. 2,04,75,000 have been sanction-
ed for the industry. In 1948-49, there
were about 1,05,33,000 spindles in the
industry. In 1949-50, we get the
figure of1,08,49,000 spindles and
during these years the loom strength

| of that particular industry has increased
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only by about 2,000 looms. There-~
fore, on the very facts that are availablc,
there has not been any mentionable
increment in the.installed capacity or
in the industrial set up of the cotton
textile industry. This money, I fear
Sir, has gone not for industrial financing
but for some kind of commercial
financing and a line has to be drawn
between industrial financing and com-
mercial financing. If you start an
Industrial Finance  Corporation to
finance a commercial undertaking
or to finance the working capital of a
particular industry, you had better
not call it an Industrial Finance
Corporation. Call it by the real name
that it should be given. Call a spade
a spade. So it is not an Industrial
Finance Corporation at all : it is a kind
of underteking, a concern, which gocs
under a different name, with a view
to chea’ing the public.

Now ,Siv; for the sugar industry azain,
it has senctioned a lot of money, and,
there are sigar kings who are very
very happy wich the state of affairs
and the kind of he'p that they gzt and
they adulate the hon. Minister. But,
after all, the people who have been
denied sugar and the people who are
suffering most due to want of pur-
chasing powers have something else
to say. Why should we spend and
why should we employ our resources
for this kind of industries when there
are certain other vital industrial sectors
needing assistance and help ? I cannot
see any explanation in what was stated
by the Minister.

You will find, Sir, that the aluminium
industry has been sanctioned about
Rs. 50 lakhs of rupees. Here, I
should like to point out from the
Eastern Economist of August 15,
1952, that actually in 1948, their pro-
duction was—it is given in thousand
tons here—33,662 tons ; next year,
in 1949, it was 34,000 tons ; next year;
i. e., in 1950, it was 30,596 tons and in
1951 it was 30,849 tons. Therefore,
the increment is very little and we
know, Sir, that the aluminium in-
dustry today is controlled largely, even
almost wholly, by foreign interests.
I do not knew actually who has got
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the money bzcause the Minister would
not_tell us as to who have bcen the
recépicnts of this kind of funds; how-
cver, if you judze by the sheer amount
of output, ev n then you would feel
that the money that has been spent
does not justfy itself very much.
We realise that in the case of the cotton
textiles indus'ry and in other industries
for which Ivan has been sanctioned,
there has bera very little increment in
output, let aloae increment or advance
in installed capacities. One thing I
wish to make very clear is that the
money has not been sanctioned for
developing industrics, even for de-
velopment of existing industries of our
country. Tna: money has gone for
some other business.  We do not know
the full sto1y of it ; some day it will
come out and I do not know whether
any of the hoa. Ministers at that time
will be abl: to cxplain the position.

Now, Sir, I will explain another very
interesting aspect of the matter. A
list has been supplicd to us and we
have been toid in the other House that
about 103 companies have beon givin
loans. There are thousands of com-
panies, I mraa Joint S:ock Companies,
and many small scale industrics. If you
analyse this list, you will find that only
the very biggest ones have been given
loans. Take for instance, cotton tex-
tile industry. Now, Sir, the number
of companies that have availed of the
loan is only 8. There are 400 cotton
mills in India and only 8 companies
have availed of these loans. We
do not know, Sir, who ate these
gracious Managing Directors who could
win the loans that way. :

In the ceramics and glass industries,
only 5 companies have availed of the
loan. In aluminium, there is only
one which could avail of the loan.
In sugar industry there is only
one. Sir, we find that the total num-
ber is about 48 and the amount of the
loan is very large. One or two, in
some cases it may be 3 or 4,
concerns have between them availed
of these loans, What does it in-
dicate ? They have not told us the truth
but what does it indicate ? We can only
presume when the full facts are not
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furnished to us. It means only that
the top ones, those at the very top who
could manipulate from wherever they
are running their business, who could
manipvlate efficiently and  well,
have succeeded in getting the loans.
The money has flown down the drains
into the pockets of the monopolists
who are sitting on top of the busi-

Industrial Finance Corporation [ COUNCIL ]

ness world today. That is precisely |

something which emerges from this
particular list. This is something
which I am not just suggesting out
of my head : this is there in the list.
Just analyse it and you will find that
most of the money has gone to the
monopolists.

Now, Sir, I shall come to the man-
ner in which the loans have been dis-
tributed because that is also very im-
portant. When the situation became
a little tight, for the honourable Chair-
man of the much more honourable
Industrial Finance Corporation, he
came out with an indignant statement ;
his conscience was pricked and he
said that only two concerns in which
he was interested, the Bengal
Potteries and the Jay Engineering
Works, had been given loans. Now,
Sir, two cats have been out of the
bag and I do not know how many still
are there to emerge out of the bag.
What are these two ? The Bengal Pot-
teries can by no means be considered
to be a major industry. Certainly, it
is a money making racket and similarly
the Jay Engineering Work is also a

very good money making racket, |

Where things are produced not so
much for the consumption of the
Indian consumer or the public
as for exports. In these two, Lala
Sri Ram has substantial interest as
partner, and he is very proud of the
fact that he is Managing Agent of
these industries. Now, 1 may men-
tion here the case of the Bengal Lamps.
It is not controlled by big money and
it applied for a loan. The loan was
sanctioned but there was a condition
that the Bengal Lamps should take
two of the nominees ofthe Board of
the Industrial Finance Cotporation
into jts Board of Directors. It has

|
|
|
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3 P. M.
not obliged the Directors of the Finance
Corporation and the money has not
gone out of that concern into the hands
of the Bengal Lamp Company. I do not
know what the Bengal Lamp Company
is doing, but these terms are
laid down. Again, I am told
that Bengal Potteries had been given
a Joan, and Bengal Ppogelains, I
understand, have applied for a loan
of Rs. 5 lakhs, but they have been re-
fused that loan. I do not want to
mention names. One of the hon.
Members of the Congress Party here
in this House is connected with that
concern, and I expect him to get up
and, even if it would irritate the Con-
gress Whip, tell us as to why and for
what reasons the loan asked for by this
company has been refused. I see
him here in this House, and therefore
I would expect him to say something
on a subject with which he must be
more familiar.

Surt M. C. SHAH : The hon.
Member referred to Bengal Lamps.
Is that so ?

SHrI C. G. K. REDDY : Bengal
Electric Lamp Company, Limited.

Surt B. GUPTA : Of Jadavpur,

Now, Sir, Orissa Textiles has been

given Rs. so lakhs. I know it is a
fact, though he denies it vaguely.
There is no fear of perjury here.
If T were to cross-examine him in a
court of law, I do not know what
would happen to him. ButI would
like to tell him a little more
about this matter. Sir, that con-
cern has been sanctioned Rs. 50
lakhs, And what is the qualification
of that concern ? The late Shankar
Lal’s gaughter’s husband......

MRDEPUTY CHAIRMAN :
Please avoid names.

Surr B. GUPTA : Itis very dif-

ficult because the whole thing
is a matter of names. Anyway, I
will try and obey you.

Surr C. G. K, REDDY : In this
case it happens to be a relation of the
Chairman of the Corporation......



1103 Industrial Finance Corporation [ 8 DEC, 1952 ] ( Amendment ) Bill, 1952 1104

MrR. DEPUTY CHAIRMAN : | company, which is presided over by
Please avoid names. } a Raja, the Raja of Bobbili. Now, the
hon. Minister will tell us whether
Sur1 B. GUPTA Very well, I/ that factory exists.
will be ‘descriptive. I will avoid
[

proper nouns. SHRI M. GOVINDA REDDY

(Mysore) : There is no such factory.

-SHRt B. GUPTA : I undetstand
that that factory has closed down.
I do not know what has happened to
this factory. There is another fac-
tory—1I do not exactly know the name—
in Bangalore which has been given a
sons-in-law and daughters-in-law and | very handsome accommodation, and
all the in-laws have a great advantage, | that produces something with the help
we know, but I think it would be going | of a foreign firm, and I understand the
too far for the Finance Corporation, | foreign firm concerned is bringing pres-
if its business was to be prostituted | sure on the partners of that company
in this manner for satisfying the greeds | so that more loans could be given and
of such people. the foreign concern also given better
terms and so on......

The niece of the Chairman of the
Board of Directors has been married
to a certain gentleman cailed X, who
happens to be one of the partners
of the Orissa Textiles. That becomes
a qualification, it seems, for getting the
loan. Now-a-days in administration

There is another concern, Sodepur

Glass Works, which has been sanc- This 1s the manner in which loans
tioned Rs. 65 lakhs. We do not know | haye been distributed. Narturally I
how much of this has been drawn. | have not been able to relate the full
The managing agents of that firm are story, because I do not know it. But
Bhadani Brothers, Limited. They are | certain facts that have emerged into
the managing agents also of the Bengal | 1he Jight of day would clearly indicate
Cotton Mills, Limited. This cotton | that the whole transaction has been
mill has scld about Rs. 7 lakhs worth of | .y15urable and questionable, and that
shares. What has happened tothat | j i time that the Minister came out
money which was obtained through | Wi fyller statements and took the
subscription of shares ? Out of that | nypfic into confidence so that before
fund, Rs. 6,64,084-6-8 is lying as | we can pass this measure we can
cash in hand with these fellows, and | 34dress our minds to the problems
only Rs. 68-13-0 lies in the Hindus- | 3n4 the propositions that will have
tan Bank, and apother Rs. 571-0-3 lies | peen <o placed before us. The Gov-
with the Central Bank of India. | ¢;nment have not done that. They
The money is in the private bag, a.n_d want to conceal things. We know
the Industrial Finance Corporation is they are hurrying through this measure
there to help these peopI.e whenever they because, Sir Biren Mukerjee and a
come and make applications. They | few others are in the United States
should be taught a little more the lessons | 414 are negotiating something which
of business, so that they would putin | we do not fully know. It has beccme
their money in a ben'k where the acco- very urgent for them to pass this
unts are kept, where income-tax cannot | oo 7 quickly as possible so
be easily evaded and where the pt_lblic [ that tbe deal can b= clinched
money is not taken totally out of sight. | there expeditiously and  satisfactorily
| for the gentlemen who have made it

I can cite another example—Banga- | their business to make money out of
lore Leather Factory of which the Raja | parliamentary measures.
|

of Bobbili is the Chairman. Rajas

have also come into the picture, The We are told that the World Bark
hon. Minister is very fond of Rajas, ] has been kind enough to offer a
After all, they have made Congressmen | certain loan. We will succeed in
out of Rajas. Twenty-five lakhs of / getting this loan from the World Bank
rupees have been sanctioned for that ' provided we make €ertain amendments
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to this act. Now, when hon. Minis-
ters talk about this World Bank,
they talk as if it was nothing, as if it’
was just an innoccnt financial concern
which is at their beck and call and
which can alvays accommodate India
provided there is a reciprocal gesture
ot th~ part of the hon. Ministers here.
Now, this is not the first time that the
World Bank has agreed to give us a
loan. They have done it before. I
would 1 ke the hon. Minister Kindly to
note thesc facts. First of all the World
Bank is controlled by the Amcricans.
America, France and Britain bectwecn
thcm control more than §2 per cent.
of the votiig s rength in that particular
Bank. It is a Bank under the cover of
which American penctration advanc-s
into various countrics and grips the
¢conomy of those countiics. India has
received certain loans from the World
Bank. If 1 quote figurcs, it is from the
Government documenis and Professor
Ranga will kindly no.e that these figures
are taken from Government documents
and not from anywhere else.

SHrR1 M. GOVINDA REDDY
Will the hon, Member please g.ve the
names of the documents ?

Mr. DEPUTY CHAIRMAN: He
is giving figures.

SHRI M. GOVINDA REDDY : On
account of his vehemence we have
not been able to make out what he
says. It would be better for us to
know the source of his figures.

Surr B. GUPTA : Sir, the loans
granted are as follows : Railway pro-
jects 328 million dollars ; agricul-
tural maxchinzry projacts, 8-5 million
dollars ; dockyird machinery, 18-5
mitllion dollars. All told, we have drawn
from the World Bank so far 59-8
million dollars, the rate of interest vary-
ing berween 3% and 4 per cent.
And how is this money being spent ?
In one case the condition is that for
the purchase of tractors and spares, in
tae other, for the purchase of Locomo-
tives and spares, in the third for the pur-
chase of equipment for the Bokaro pro-
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ject—for all these purchases the money
that is obtained from the World Bank
is spent in the United States of America.
They have made it a point to see that
the loans which are given are given in
such a manner that the money is used
in their country sothatit will enable
them to clear off some of their stocks,
much of which consists of junk.
Now this is how it is bemng done.
More money will naturally be coming.
That money will be spent in the U.S.A,
for buying things of this nature. Sir,
I have mentioned this example only
to indicate that this is nat going to help
us to develop our industries in our
country. On the contrary, this is
me-nt for the exploitation of the agri-
cultural and mineral resources of our
country which the U. S. A. today
needs. Now, if the Industrial Fin-
ance Corporation will be getting loans
for such purposes,irrigation or rail-
way projects, better call it ‘Irrigation
Finance Corporation’ or call it ‘Rail-
way Finance Corporation’. Now, Sir,
the money will be brought here not
witha view to industnalising the
country, because the World Bank 1s not
there to help the industrilisation of
the backward countries.  Its policy
is to create the conditions where
the exploitation of the raw materials
and other mineral resources can go
on merrily in the interests of Anglo-
American imperialism.

Now, Sir, here again I would read
out from the Report of th= International
Bank for Reconstruction and Develop-
ment—Second Annual Report—which
says :

“There exist today a rumber of deter-
rents to the free flow of private capital,
and with it of foreizn technical, managerial
and administrative skills, to the wunder-
develyped naions. If the Bank by use of
its resources, its influcnce and the technical
specialists on its staff, can help to remove
some of these deterrents, it will have
achi:ved an important task in the develop-
ment field.”

Al this is stated in the Report of the
Bink. Now, Sir, probably this par-
ticular measure is brought in to remove
some of the deterrents with which the
World Bank has been confronted.
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Now, here I would read out from
another book by a very eminent man
and a spokesman of the big money
Mr. B. T. Thakur, who happens to be
the General Manager of the United
Commercial Bank. Thisisa pamphlet
which has been circulated to the M. Ps.

because  Bank  Managers  like  to
commune with the M. Ps. these days.
He writes *

“It is true that we have been getting
loans from the Internaticnal Bank and
some foreign cipital has also come volun-
tarily from private sources, ‘tut these
amounts are too small in comparison
to the size of our need. To get a flow
c)>mmensu-at: with our requirement we
must make a po.itive approach through
poli ical fiiendship.  Such frindship
caniot be one-sifed bargin. It Ras
to be mutual. There has to be give and
take; and there cnnot be metcly take,
For in friendships and formuiation of
intellizent foreign policy based on our sclf
interest, and not on altruism or pure
idealism, are thus basic te the problem
of removal of our poverty.”

Now, Sir, here is the same chorus,—
the same chorus sung here—and this
measure has been tuned to this chorus
to accommodate the Anglo-American

imperialists who want to pene-
trate under the cover of giving
assistance to India. Let wus not

therefore believe that these measures
will help us even if the American
loan is obtamed. The heart of the hon.
Minister is always melting as far as
the Americans are concerned. But
that will not help us at all in the indus-
trialisation of our country.

Now, Sir, various other matters have
been discussed here and therefore
1 do not wish to go into them over
and over again, because the whole of
this Finance Corporation, the whole
of this institution has been based not
on a sound economic policy. It may be
said that people like Shri Sri Ram are
there—the Chairman of the Board of
Directors. Sir Sri Ram no doubt has
all kinds of qualifications. But I
do not think he would come here to
claim that he is the representative of the
people. Now, Sir, when we start in-
stitutions of this nature, it should be
our duty to put a man who is guided by
public spirit and who is concerned with
the interests of the public and public

’
w
f
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alone and who has not got any financial
interests so that he can utilise the
resources of this financial concern.

Now, Sir, we are considering this
Bill at a time when a recession in our
economic set up has set in, when
certain industries are facing crises, when
things are lying unsold due to want
of purchasing power on the
part of the people, when the indus-
trial development has come to a very
lamentable  position. Therefore,
Sir, as we are discussing this measure,
we should have addressed ourszlves to
finding ways and means for helping the
industries that are dying out of exis-
tence, for helping the small gnd meadium
industries that are absolutely cor-
nered in the competition, and some of
which are not in a position to keep
their mills running. Nothing of the
sort is here. We find that de-
corations will be there. Where there
was one Managing Director, there will
now be a Deputy Managing Director
and all the rest of it. Instead of one
there will be two and all that sort of
things. But where is the change ?
If you bring in amendments, by all
means bring them. But make a basic
departure from the policy which has
5o far resulted in a colossal disaster. It
seems that the Government claims that
it is meant for the industrial
advancement of the country. If
that is so, alter the entire structure of
this measure, alter the entire structure
of the Finance Corporation.

I would like to tell the hon. Minis-
ter here that since the partition of our
country, nearly 400  crores of
rupees worth of capital has been in-
vested in new industries. The Govern-
ment  contribution in  this  invest-
ment is negligible. Now, if the Gov-
ernment really want to come into the
picture, let it create a machinery which
can gradually develop the public sector
in our industry. Unless you develop
a public sector, a powerful public
sector, you cannot really assist the in-
dustrial development of the country.
This Government cannot do it and will
not do it because it will not touch the
British capital and yet if the British
capital had been taken over without
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compensation, the Government would | majority is there. I know that many

have teen in a position to help the !
indusirial development.

MR. DEPUTY CHAIRMAN : You |
are digressing. You have already taken |
45 minutes.

SHRI B. GUPTA ; Sir, lot of money
has been taken away. Just compare
how much time I have taken in re-
lation to the thousands and thousands
of rupeces that  have been taken
away. Anyway, Sir, I shall be very
brief.

Now, Sir, what I say is that the
capital formation is very important.
Now, here is a Finance Corporation.
Some of the banks do not feel very
optimistic about the situation and we
find that the Finance Corporaticn has
been set up with a view to fulfilling
the function of a banknot with regard
to small men, but with regard to the
big m:n who want loans in crores of
rupees, who want loans in lakhs of
rupces, so that they can keep their in-
dustries going and they can tighten
their grip on the economy of the country.
That is not the way to fulfil the aims
that you have set before you—of course
words only, and not in  deeds.
That is not the way.

Now, Sir, I would not go into this
much  further. When politicians
forget that they have a duty towards
the people and shake hands with mil-
lionaiies and multi-millionaires and
establish Finance Corporations and
such other institutions, we know that
the interests of the public, the interests
of the common man, the interests of
trade and commerce, the interests of the
people at large are given the go-by.
That is what is happening in this
case. The hon. Minister has refused
to divulge certain names.
imaginable that when a statutory body
is being discussed in both Houses of
Parliament the Ministers should not
be furnishing us with the facts upon
which we can base our judgement and
-according to which we can give our
-opinions. We are here as if to be

It is un- | should be

}
l

|

Congress Members there on the other
side do not share the views of the
Minister.

Kuwaja INAIT ULLAH (Bihar) :
Including the Communists.

Surt B. GUPTA : At least you
can wake up to your own interests.
It is time you wake up to the reali-
ties of the situation. You may not
care for the views of the Communists
but you can at least wake up to your own
interests. Many small businessmen will
be ruined and by the next election

ou will have no money to contest
*ne elections on the Congress ticket, be-
cause running elections on Congress
ticket requires a little money. Wake
up to that. This Industrial Finance
Corporation is not, therefore, I submit,
helping the industrial development of
the country. On the contrary it is
helping certain monopolists to en-
hance their fortunes. It is a most
tragic commentary on the present state
of our public affairs that an institution
which was started with the avowed
object of helping the industrial develop-
ment of the country is run in this
manner and has fallen into the trap of
the financial manipulators who are
controlling it today. Sir, it is time
the hon. Minister woke up to the
realities of the situation and change
the whole thing. Instead of doing
that certain inconsequential amend-
ments are brought up. Certain
very unimportant secondary changes
have been proposed here which
do not make any difference to the
situation. We want that the whole
thing should be enquired into. Let
there be a public enquiry into the matter
of this industrial Finance Corporation
by men of goodwill regardless of their
poiitical opinions, regardless of their
political views and let them come and
tell the House or the public what
done with it. That is
the way. That should be the ap-
proach with regard to this Corporation.

But they have brought forth this
Bill to pleas¢ their American friends.
Their American friends are impatient.
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They want a change in our municipal ‘
law. Last time it was the Company |
Law which had to be amended to
placate the Standard Vacuum Oil
Company. This time it is the Indus- \
trial Finance Corporation Act which :
his to be immediately amended with \
a view to placating the Americans,
I do not know where the sovereignty “
of India lies, whether it is in this
Parliament or somewhere else in White
Hall or Wall Street. I would like to |
know this. Now, this shows the |
poverty of understanding on the part |
of the Congress rulers. It shows the \
poverty of their policy. It shows the |
poverty of their outlook when they r
rush here with this piece of legislation |

at the dictates of the U. S. A. and‘
of the millionaires and multi-

millionaires. |

I submit, Sir, that this measure\‘

|

will not bring any reliefat all, will not |
change the picture, will not put an end ‘
to the present state of affairs which
is full of scandals, will not put a stop |
“to the dissipation  of public
funds, will not put an end 1w
the patronage and favoucitism whica |
is going on in the name of th2 indus- |
triecs of the country, will not stop
speculation.  Therefore, I would
request the hon. Minister not to give |
this excuse, not to regale us with stories
of how much money has been spent |
but ro tell us as to how much money |
has been wasted and to what extent |
the public of India and the public .
exchequer of India had been put to
losses owing to the shady and waste- |
ful financial administration of that
concern. These are the things that ’
we want to know from him. The hon.
Minister will not go into this because i
that is supposed to be a State secret. |
Now, waen we in the Parliamant cannot |
know such things, you can imagine,
Sir, what would be the feelings, in
the country outside. I have got here
some newspaper cuttings. I will |
only refer to the Hindusthan Standard
which is run by a gentleman who sits |
on the Congress benches in this House. |
This paper in its editorial on the In-
dustrial Finance Corporation writes ¢
«, . .In the circumstances a thorough
overhauling of the machinery of the Cor-
poration is necessary.”
. 10 C.S.D.

| tioniny

ITI2

This is something which is said by a
paper which subscribes to the Con-
gress ideology and whose Managing
Director is a Member of the Cohuncil
of States.

Now, these are very important thinzs.
What I say is not mere Communist

propaginda. We are not here for pro-
paganda. We are here to point out

to you what the Governmeant are doing.
We are here to stir the conscience of

the Minister so that he may aqof
indulge in mazre argamentations and
casuistry but facz facts as theyare. I

find that the hon. Minister is taking
dowa notes. I do not kaow whether
those notes will help us ia  recovering
the cucrency notes which we have lost.
If so, we will be very happy. I hope
he will unfold his mind, bzcause we
want a little unfolding of the Conzress
mind in this regard, so that we can
know where we are living, wnether
they want this Corporation to halp
the industries .of this couatry or whe-
ther they want this Corporation to
continue to remain as a rendezvous
of the specalators and profiteers who
have corrupted the public life of this
country. We want to grapple with these
enemies of society, control their machi-
nations and save this institution from
the igaominy, shame and scandal with
which it has been associated. Thais

[ is the question that I pyse to the hoa.

Minister. I hops that the Minister
will now tell us whether the Finance
Corporation has not bzen fuac-
so far ian the interests
of the cxploiters of our country
whether they have not used this Corpo-

" ration not for the well-being of the

country but for buildinz up their own
fortunzs, to turn their millions into
billions. These arc the questions I
put to him. Let the hon. Minister
answer to these questions.

Surr C. P. PARIKH (Bombay) :
This side has not been given any tum?2
to take part in this debate.

Pror. G. RANGA : Your Minis-

| ter has read out a long statement.

Dr. RADHA KUMUD MOOKER-

| JI : Mir. Deputy Chairman, I must say
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at the outset that I am not yet able to
recover from the shock of the eloquence.

Sur1 M. GOVINDA REDDY
Eloquence or violence ?

Dr. RADHA KUMUD MOOKER]I:
.....of my estecmed friend, Mr. Bhupech
Gupta. My purpose is only to raisc
certain points arising out of the annval
report that has been circulated, ard
also of the lines of the working of
the Industrial Finance Corporation.
Firstly, I would put a straightforwasd
question to the Government. ~Are they
convinced that this institution is really
working at a profit or at a loss ? My
reading of the report shows that this
institution is not at all self~supporting
but is a completely losing concern.
The Corporation has not been able 1o
obtain fiem its investments sufficient
profits to enable it even to pay the
guaranteed dividend calculated on
tke lowest possible scale, viz. 249%.
Even this low guaranteed dividend, this
Corporation has bcen unable o meet
frem its cainipgs on its Invesiments.
In page one of the ernual reports,
it is stated that the Goveinment have
been forced to guarantee the payment
of the deficit in dividend to the ex-
tent of Rs. 3 lakhs. The total
deficit on account of guaranteed
dividend that the Government have
to pay amounts to Rs. 24 lakhs.......

Surr B. C. GHOSE : It is really
27 lakhs.

Dr.RADFA KUMUD MCOKER-
so that I really do rot know
whether the Government really con-
sidcr that this Corporation is a self-
supportirg instituticn, is really func-
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It is unimaginable how the order for
the loan has been passed by the Board,
tut the effect given to the order takes
such a long time that there is a Jot of
interest which is not fairly recouped.
That is why 1 say that it is not in a
faitly businesslike way that this Cor-
poration is managing its affairs.

My next point is as regards the dis-
tribution of the loans among the dif-
ferent industrics. I find that there is
a distinct bias for supporting those
industrics which are already earning
rhencmenal profits, if I may say so,,
and giving good dividends to their
shareholders. Now, what is the use
of pouring oil upon heads tha: are
completely oiled ? For instance—
details are not givenin this Report—
but I should like to select for your
ccnsideration several large industries
like chemicals, sugar industiy and paper

industry. I for myself am in-
. clined to agree with the preceding
speaker, Mr, Gupta, in suggesting

that I cannot find any reason why,
of all industries, the sugar in-
cvetty should be pampered so much
as 10 bc given a loan of g5 lakhs of
rupees. On what ground is it givin ?
It seems to me that a well-develop-
ed and flourishing industry can apply
to the Corporation and get more finan-
cial accommodation. Now, as regards

. the paper industry, I may say, of course,,

tioning in a proper manner and earning ,

profits from its investments which will
ercble it to pey its way.

Now, the second point that I
wish to draw the attention of the
Government to is  this. There
is a lot of interest due to certain

time-lag referred to in page 5 of this
Report—the time-lag between the date
of sanction of the loans and the date
on which they are fully drawn. This
is a most unbusinesslike procedure.

J

the paper industry is not at all sclf-
sufficient. That is to say, enough paper
is not being produced in the country
and therefore, the price of paper should
be reduced even by import of paper,
because paper is an important requisite
of culture and education. There is
no quarrel with it. But, as regards
chemicals, I do not know which che-
mical irdustries require all this
firancing #nd loans. Therefore, I do not
know whether this Industrial Fincnce
Corporaticrn  is following any scund
ecoromic principle in the light of
which alone you should finance
industries  that should be sup-
ported in the general interests of the
country. -

Now, my other point is this : The Cor~
poration finds that a number of appli-
cants have approached the Corpora-
tion for loans. Subsequently, they say
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that they cannot fulfil the obligation
under the loan because of certain other
economic factors which cropped up
and which they did not count at the
time of the application. These
tors are enumerated—shortage of -elec-
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fac-

tricity supply, difficulties of transport, '

irregular supply of coal and imports
into the country in excess of require-
ments. Now, I think an authoritative
and expert body like the Industrial
Finance Cotporation should have gone
into cach of these economic factors on
the working of which depended the
prosperity of these industries that
arc being accommodated by its
loans. So, even these primary factors
have not been properly considered.
On the last page, there is a record of
factors which have arisen to jeopar-
dise the loans that have been granted
by the Industrial Finance Corpora-
tion to certain industries.

Now, Sir, I have another point to
raise. -1 find on page 13 of the paper
circulatod—the Industrial Finance Cor-
poration (Amendment) Bill, 1952,
—that this Corporation confines its
activities or its purview only
to public limited companies. I can-
not understand on what ground the

private imitcd company is excluded from !

the purvicw of the Corporation, I
know of many instances of industrial
undertakings which have been orga-
nized as private limited companics.
So, I do not see whether it is justi-
fied at all to exclude them.

AN HonN. MEMBER : There is the
law.

Dr. RADHA KUMUD MOOKER-
JI : 1 do not see whether it is justi-
fiable at all to exclude from the pur-
view of this Corporation the private
limited companies. If there is a law
I skould like that law to be changed,
because it is an important point.

Lastly, I should say that, without
producing much heat, the Corpora-
tion, should primarily address itself to
the real promotion of the economic
needs of the country by concentrating
upon and Thelping those industries
which the countiry very vitally needs
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and lacks. So, this Corporation should
be worked in the light of
the principles of protection, for
after  all, it is ultimately nizant
to finance those nascent and strug-
gling industries which may be made
to stand on their own legs by a little

* financial accommodation at the initial

|

stages.

I have enumerated these matters
and I wish that the Governmznt should
consider these points which I have
raised. ‘

SHRI C. P. PARIKH : Mr, Deputy
Chairman, I have listen=d with atten-
tion to the previous speechas that
have been made by the partiss opnosad
to the Governm:nt and I now wish
to try to offer my observations on th=
same. | entirely support the amendments
which bave been proposed by the hon.
Minister in charge of this Bill. Bu,
first of all, I would say that Mr. Ghose
in his speech made some suggestions.
T thank him for the restraint and the
unimpulsive language which he used.
Mr. Bhupesh Gupta spoke in a
different manner. I am used to his
vehemence and bitternzss of languag?,
but, I think, there was no constructive
suggestion in his speech, except the
attempt just to run down the admi-
nistration of the Corporation and th:
Directors for carrying on their duties.
I was listening to Dr. Mookearji for whom
I have great regard, but when he
says that this Corporation is conduct-
ing its business in an unbusinesslike
manner, I think, Sir, he lost tha
practical side of business in realing
these things and reading the Report,
to which I shall come later on.

AN HoN. MEMBER : He is not a
businessman too.

SHRI C. P. PARIKH : Now, this
House is discussing this Bill after a
whole day’s debate in the other Housz>,
I need not mention here what hap-
pened in the other House. But hnn.
Members are aware that the di<puge.
arose mainly over the names of the
parties who got the loans. On this pint
I wish to say that even the public
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limited compan’es are not under an
cbligation to disclose the names from
whom ibey have borrowed and I request
that the hon. Members should dispel
their impression fiom their minds.
The public limited companies are not
under an obligation to show from whom
they have borrowed. Therefore, this
information, accerding to the Companies
Act, 15 not to be disciosed. But
if the Government think that they
can disclose it, it is a different matter.
But when such a persistent demand
has btecn made and that has becn made
galy from e Opposition. for this, the
Government Lave to consider what js the
majotiiy view of Members of this House
also and I may say that when names
are disclosed there will be no end
to ca'tciems of those names. Then
Memters will be asking what applications
were rejected, what appl cations were
sanctioned and why *“‘a particular amount
wias sencticned” ete. I think if we have
vested ithe Corporation  with
powers, 18 it ret cur duty to see that
all these recommndaticns ard the claus-
es which are incorporated in the
original Act are properly carried out.
Another point made by Mr. Ghosec was
that this Corporation should be
naticralised, If he bhad scen it
prererly, he would have found that
this is mcre or less a raticnalised con-
carn end Goverrment in giving it a
semi-Government  institutional status
has cene a wise thing. The paid up
capitel of this Corporaticn is § crores
of which 1 crore is contributed by
the Resecrve Bark and one crore
by thc Government of India. 3 crores
are centributed by the co-operative
banks, scheduled tanks and insurance
compenics and other interests. Now, all

this capital of 3 creres which is contri- |
buted by outsiders ‘s guaranteed by Gov-

errment with regard to principal and
intcrest. Over and above this, the
Corperation is given power to issue five
times the paid up capital in the form
of debentures and bonds for which also
Gyernment also gueranteed principal and
interest. Now, Government have care-
fully thought that Rs. 25 crores, which
will te in the posscssion of this Corpora-
tion are entirely public money and
Government knows that for Rs, 3

these |
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crores they will not let go the

inferest of the country or that of the
< paver betause when the guarantee
is there, it means that itis entirely
Government  but the question is
why nationalisation is not carried out
only for the sake of 3 crores. I want
to explain it. If the Goverhment
had made it epntirely a Government
concern where no outsider was a share=
holder, then the Government would
have had to borrow for this Corpora-
! tion in the ordinary way. They are
borrowing for their gilt-edged securities
since 1930 at 3 per cent, interest and now
‘\ they have been obliged to raise that
|
4

to 3 1/2 per cent. The municipal cor-
porations and the State Governments
are unable to raise loans evcn at 4
or 4 1/4 per cent. So Government has
wisely set up this Corporation separa-
tely  to aseist  the  industries
| and industrial concerns  so  that
! jndustrialisation. may not bz re-
i tarded on account of want of money

| which Government cannot adequately
. supply. This is another way of
| getting money by putting the
Corporation on a  basis where

it can borrow at a larger rate than
Government rates. Unless we do it
and urless we enlarge irs activity in
! other spheres of production activity,
| apart from the State owned concerns,
I of which Mr. Gupta has made a great
deal that tiic State siiould siart as many
concerns in its pubilic sector, it is not
possible for big loans to be raised.
I The bonds instead of Government
| raising at 3 1/2 per cent. the Corpora~
| tion can raise it at 4 1/2 per cent. if
it thinks that industry has to be
developed. This is another wav of
having a parallel borrowing insti-

| tution surported by Government where

! others are also interested—the banks
and insurance companies. With regard
to banks and insurance companies,

| everybody knows that.they are also to

| invest in Government securities certain

' portion of their investments. So, this

+ is the proper way of managing a semi-

nationalised concern if we want to

 bave any indusirialisation of a big

i nature in this country and we know
very well what our requirements

' are for industrialisation of this country.

The Report of the Planning Commission
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puts it at Rs. 400 crores and it is a
conservative estimate. Looking to the re-
sources of the country which are available

they would desire it to be much mpre,
because our industrialisation does not
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and they are quite right in making
this provision and in seeing that the
affairs of the concerns may be well-
managed and public money is well
spent and the management may not
have its absolute say. This is ne-
cessary, because under section 6, the
Government is responsible for the pro-~
per management and for laying down

' the policy of this Corporation, and

compare with the industrialisation
of other countries. But even
this money can be raised only
from the savings of our country and °
the  savings in our country
are  limited. Therefore the best
recourse is to go to the Inter-

national Bank for borrowing money

at such rates of intercst as Govern-
| directives will be binding on thz Cor-

ment think proper and conducive to
the industrialisation of our country.

I will first deal with the remarks

visions of this Bill. He said that the
persons who are in charge of this
Board of Directors, are taking indirect
advantage on behalf of their friends
or relatives and such other parsons
in whom they are interested. Sir, I
am afraid the hon. Member has not
studied the whole thing as he should
have studied.

KuwaJa INAIT ULLAH : Hehas
no time to study it.

Suri C. P. PARIKH : If you
turn to page 3 of the Report you will
see there is information regarding
the applications received, appli-
cations sanctioned and applications
rejected. So, these loans are given
only after proper scrutiny, In the
first annual report certain conditions
have been laid down according to which
loans are to be given and these con-
ditions are these. The concern should
have a proper management in order

whenever Governm:nt thinks _ﬁt,
the Government can issue directives
that on such and such conditions alone
the loans should be given, ang those

poration in spite of the Board of
Directors who are there. Therefore,
it is clear that the Government is

: . carefully watching how this Corpora-
of Shri Bhupesh Gupta on the pro-~

that the money invested in the '
concern may not go away. The
efficiency or integrity or the con-

fidence in the management is a great
thing in advancing loans. Wha
you talk of advances by scheduled
banks or by other banks, therc also
the first thing is to see who s
managing the concern and how. The
Corporation says that while granting
loans they should nominate two dir-
ectors, anybody from the public,

I tive banks are not controlled by

i

tion is discharging its functions. This
is not the only power because Govern-
ment can even supersede the Board of
Directors if they think fit. That is
another power. Therefore, I say that
the Directors are not the sole govar-
nors of this Corporation. Govern-
ment have kept with themselvas as
' much power as is necessary in order
to see that the interest of the public and
the interssts of the tax payers are
not allowed to suffer. That s not all
Government have also whilz nomi-
nating Directors to take care
that the Directors who are there will
carry out the desires of Governm ny,
and if you will see, you can find that
four of them will be appointed by the
Government—the number is proposad
to be increased from 3 to 4 by
this amending Bill. The Managing
Director will bz there who will b2 the
Chairman of the Executive Comnittec
and the Deputy Managing Director
will also be there. Therefore, 1 say
that in the Board of Directors there is
the majority of Goveramznt coatrol-
led Directors. Then there arz 2
Directors of the co-operative banks
and I think everybody in this House
will agree with m>that these co-oparas
raalti=

millionaires, as Shri Gipta  has
in mind, but they are in th? hands of
middle-class pzopls. From outsild:rg
they have two from the schedil:d

banks aad two from th2 insuraice

companies and oth~rs. I miy sav

| that even as regards the insuraice
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companies, the present laws which
have now been made completely con-
trol insurance companies. As regards .
scheduled banks, you know, the Reserve |
Bank controls all the operations of |
scheduled banks in so many ways
and instructions are also sent to them )
from time to time. Therefore, 1 say
the entire control in substance, rests
in the hands of the Government.

It may be said—and it may well
be said—that Government has not
properly discharged this control, or
properly exercised this control.

Pror. G. RANGA : That is it.

SHri C. P. PARIKH : And that
{s a different matter,

This Report is laid on the Table of
the House and also is in the hands of
the public andif wehave any sugges- |
tion to make, by the majority of the
Membes of this Heuse, it will be
adopted.

I think, Sir, the suggestions of the
majority should receive more atten-
tion than the suggestions of the minority.
That is always the rule which every
hon. Member in this House must
understand. All  suggoestions, coming -
from whomsoever, if they are for .
the gocdof the country, it must .
be understood that they will be accept- «
ed by the majority. But, if we are
unable to convert the majority to our
view, I think there is something wrong
in the argument that we may be ad-
vancing. Therefore, Sir, 1 would
simply say this that the control should
be better excrcised and we have to
think of the directives which we can
give to safeguard the interests of the
country and which will be acceptable
to the majority Members of the House.

|
|
|
1 say, Sir, there was a point made out |
that these Directors are having entire |
control and are obliging many friends. |
That is not the case, The Chairman |
of the Corporation, whom I know, \
has interest in two concerns, viz.
the Jay Engineering Works and the |
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Bengal Potteries. With regard to that
Sir, I will say that the Jay Engineer-
ing Works are producing sewing
machines which were never produced
in India and.till now we were import-
ing them from foreign countries. They
have established themselves in such a
way that foreign imports of sewing
machines will not be necessary. I
think, Sir, if any industry has to be
developed, we should not consider in
whose hands it is, but only see whether
it is being developed for the country’s
benefit and, we have also to see that th_e
money invested by the Corporation 18
safe. As regards prices, the Ministry
of Commerce and Industry is quite
competent to control them, and, under
the Industries (Control and Develop-
ment) Act, additional powers have
been given to control production, price,
quality, etc. I think, Sir, when these
things are there, whether the money
is advanced to A, B or C, as long as our
investments are safe and we are able
to retard imports, we should not
worry.

The next is the Bengal Potteries. To
that concern a loan has been granted
and in which the Chairman is interest-
ed. Bengal Potteries is a concern which,
as one hon. Member had peinted out,
has changed hands so many times
and it is now under the control of the
Chairman of this Corporation. Sir,
wher it has passed ten or fifteen hands,
I would like to assure the House that
this concern will be successful in the
hands of the present Chairman and our
loan will be safe. We shall be produc-
ing quality which we are asking for

'and we will be preventing imports.

Therefore, it is no use making such
accusations, if you want to give a
directve, we can very well say that
this Corporation should not give any
lean to any Director whether he is
interested directly or indirectly or
even remotely. I will consider, Sir,
that there is some sense in that and it
will help Government. Section 86e)
of the Companies Act says that no loan
will be given to a Director, but, that
clause will not apply to banks or this
Corporation. If we desire that no loan
shall be given to any Director of this
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Corporation, it is quite a different ; in the business of the Corporation,
matter. We may have a clause that | similarly, there should be full time
such loans may not be brougat forward | Directors in Bombay and Calcutta.
before the Board of Directors but may | If this is don=, the cause of the couatry
be sent to the Ministry or the Plan- | would be better advanced. because
ning Commission or the Economic : those Directors will be able to give
Commirtee of the Cabinet. I say, Sir, full time to the problems and keep in
if some constructive sugzestions are touch with the problems bacause
«cominy forward, the hon. Minister , they are before their eyes. A man who
will listen to them, persons like me | is not resident in Bombay may not be
will support them because those, who | able to know about Calcutta the other
are Directors, are very well-known and | side of the picture. Therefore, when
they donot want to use public moncy [ these branches are there, and if they
if it is unsafe. When instalments are controlled by one of the Directors
mature these two concerns have been | there who can give full time to the
prompt in payment of thcir dues. | business of the Corporation, then the
Therefore, if loans are given to these | cause of the country will be advanced.
«concerns, we should not think that our | I know that this Corporation as it is
moneys are not safe, constituted, consists of Directors who
may not be able to give as much time
as 1s desired considering the import-
ance of this problem, and this myy
well happen every year. Therefore,

_ This Corporation has power to
issue bonds and dsbentures to the |
extent of Rs. 25 crores, and thar also ‘s
; I would suggest to the hon. Minister
with the consent of Government, be- | that he mugagt select such pzrsoas as
causre.the rate has to be approved a?ld _ Directors as would be able to devote
%}ua.aqteed bﬁ Governlm ent s tklxat "® | more time to the work Of this Corpora-
overnment has complete control over | . - .
petec tion. The Secretarizsarcthere and the

it. The Executive Committee is not | :
] o ther nominees are there but he must
resided over by the Chairman of the | ©
¢ y y n sece that they are able to devote at

Sgr})&r:;g)% Ilt)iisecgf Sld%%eo‘éz,c?l}: least two hours a day to the discharge
tive Comriitgee is the exccutive head } of their duties under the Corporation,
under the control of the Board of ' because those duties are very heavy and
Directors. The Board of Directors ( gl;y sl:)a;/gattonl;{c);iésc}f:giecriiérﬁtatg E‘;ﬁf
lay down the policy and the Executive | isg the workin ())’f the Corporation in
Committee grants these loans. And | © 4 s P

in this Exccutive Committee the full- | an adverse way.

time Chairman is appointed by the !

Government of India, and he along ‘

with one more Director nominated by | pych has been said about the capital
Government as well as the two nomi- | ;005164 in some of the concerns. [t

nated by the clected representatives | oo peen suggested that the capital

i w ) C
function. Therefore, complete control ' that has been sunk in some of the indus-

in the matter of executive action is | (i) concernsis not being used properly,
also with Government. that it is being used as working capiral
or for speculative purposes. I may

I have to make a constructive sugges- | say that the hon. Member Mr. Gupta
tion. The Corporation has its head- has forgotten the important aspect of
quarters in Delhi, which is not a little | this Act. All these loans are advanced
desirable thing. (An lon. Member : | for expenditure of a capital nature,
Why ?) The industrial centres are | and no loans are advaneed for working
Bombay and Calcutta and if the Cor- | capital except in exceptional circum-
poration spreads out its activity and | stances. Loans are for purchase of
has branches...... (Interruption)...... let | capital goods only.  Capital goods
me continue, please. What I mean to | are earmarked, and practically the
sayis this. Just as there is a Managing | Government has a lien on those.
Director here employing his fulltime ' Therefore, neither the Government
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! and you know, Sir, the faie of the big

contribution nor the Corporation’s ad- | schemes which are carried on evin in

vance will suffer to any extent.

Then, another point made is, why

these loans are not advanced to private
limited companics. Sir, the Indian

Companies Act deals differently with .

private limited companies and public
limited companies.  Public limited
companies have to abide by certain
regulations from which private limited
companies are excmpt.

4 P.M.

Private limited companies can
be owned by two or three persons.
It will be difficult for Government to
supervise such companies and there-

rore this exemption is made by the

Corporation that no loan will be ad-

. the States,

This 1s not the place and
|

this is not the opportunity to go into
these things and if the Government
says—cither the State Government or
the Central Government—that their
concerns are better run, they are entirely
mistaken. The history in Madhya
Pradesh, the history in Orissa and the
history of so many concerns which
have beern started by the State should
not be forgotten.

SurRI S, N. DWIVEDY (Orissa) :
Which are the concerns started in
Orissa by the State Government ?

SHrr C. P. PARIKH : I need not
go into any details.

vanced to the private limited companics. |

These private limited companies must
convert thcmselves into public limited

companics in order that the supervision,
control and guidance may be properly
exercised eccording to the rules and

regulations of the Compsny Law and '

the Corporation.

Then, Sir, another provision which
has been added in this amending Bill

is the appointment of ‘Auditor General’.

That also is a healthy feature.

SHRI B, C. GHOSE : The Auditor

General will not audit. He will only
aproint cne of the auditors.

Surr C. P. PARIKH : But they
will be under the control of the Auditor

General who is as supreme as any

Minister under this Constifution.
Therefore, we must say here that
controlis mose and more rigidly brought
to bear on this Corporation and it is
practically carried on in a semi-nationa-
lised way, which hon. Mr. Ghose is
contemplating. The only thing is that

if you entirely nationalise, then you !

will not get the bonds, debentures and
capital which you are getting at present.
At present, Government have under
contemplation  many productive
schemes to be started by the State
but they do not advance because ade-
guate capital is not coming out from
our own country, Andadequate capi-
tal is required for such big schemes

SHRI S. N. DWIVEDY : It is not
a statement of fact.

SHrR1 C. P. PARIKH : If we look
at the history before 1939, we will
find that the concerns which were the
- public concerns and controlled entirely

by the Mysore Government were not
flourishing. It was only during the
war that they were able to stand on
their own legs. It was the war that
brought them into their own.

If you see the history before 1938,
they were not flourishing.

Sur! B. C. GHOSE : That is true
of private companies t00.

Sur1 C. P. PARIKH : Not in gene-
ral. When we are talking of private
companies, it happened to the extent
of 10 to 15 per cent. but in the case
of public companies, this has happened
to the extent of 85 per cent.

Now, Sir, I come to the region-wise

| and the industry-wise distribution and

, the criticism that has been levelled
, against it that the loans have not been
| granted to backward regions. Now,
{ Sit, when loans are granted to any
| repion, the credit-worthiness of the
| concern has to be looked into and I
| say, Sir, no loan is refused without
sound reasons. There are difficulties
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of starting industries in the backward .
regions. The location of industries

was a great problem which was under

consideration and hot discussion in

the Central Advisory Council which is
recently constituted and which recently
went into these things. No doubt it
is very desirable to develop industries -
in the backward areas but it is not '
possible to do so on account of so many |
handicaps that exist in those areas.
It is not the entrepreneur but the
Government that can go into this factor
and remove these handicaps for deve- !
loping industries in the backward |
areas. Itisvery desirable that indus- |
tries should be developed in backward |
areas, but who willdoit ? The private |
entreprepeur suffers from many diffi-

culties and when those difficulties are

removed, then only he will go for these

things because in the other regions he
finds

conditions  more  profitzble. |
So  Government have to see and
balance the handicaps which are !

existing at present in these regions.
And if suggestions are coming in that
respect, I will entirely support them, |
so that the handicaps which are exist- |
ing at present in the location for deve- |
lopment of industries in backward |
reas are removed. But they can be |
removed only by Government, e€.g.
transport, labour, finance and so many !
other things into which T need not go |
at present. And even then, Sir, I
would say that there has been suffi-
ciently region-wise allocation of loans. |
The Orissa Textile Mills which has |
been so much talked of was granted !
a loan of 50 lakhs of rupees. I dare |
+ 1 . 7 \

say that unless this loan of so lakhs
of rupees was given to the Orissa !
Textile Mills, this mill would not have ‘
|

|

been brought into existence at all
and it would not have been enjoying
the position as it is doing now. It is |
very good to say that this mill was a |
mill where the son-in-law of the Chair- |
man was there or his daughter-in-law
was there. It is entirely a different
matter but the whole thing is whether
we want to develop an area which is
backward and whether we want to !
assist it or not.

Dgr, R. B. GOUR (Hyderabad) : |

Was there any other textile mill in
Orissa whose claim was ignored when
this textile mill was given a loan ?

Surr C. P. PARIKH : Sir, if we
go into the merits of various factors

. of rejection of loans, it will require

three hours for anybody in this House
to explain the position.

Surr M. C. SHAH : If I be allowed
to intervene, I may tell my hon. friend
that there was no other application
except this. So there was no question

of ignoring any other textile mill of
Orissa.

SHrRI M. MANJURAN (Travancore-
Cochin) : Sir, the hon. Member,
while speaking, said that he will require
three hours to give the whole informa-
tion. Since there is much confusion
over the matter, we would like him to
give us full information in this matter
and that will help us to make some
constructive criticism or give some
suggestions that the Government may
require.

Surt C. P. PARIKH : Sir, with
regard to the rejection of applications,
we cannot go into details individuilly.
But it the hon. Deputy Chairman
permits, it would take a good deal of
time, I can assure you. These loans
have been rejocted after close scrutiny
and the information which my hon.
friends over there have got is second-
hand information.

Surr S. MAHANTY : On a point

of information, Sir. Theh on. Member
seems to be

Mgr. DEPUTY CHAIRMAN : Order,
order.

Suri C. P. PARIKH : The hon.
Member must know that I am not
yielding and I am not going to yield.

Surr S, MAHANTY : Sir, 1 rise
on a point of information.

Mr. DEPUTY CHAIRMAN: :order,
order. Let him proceed.
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Sur! C. P. PARIKH : Sir, I do not
want to consider the merits of this .
loan or that loan. But I say, Sir,
that loans have been given in the back-
ward regions and I think there can
be no doubt abour that. Now, Sir,
1 say that handicaps are existing and if
handicaps are removed, only then the .
development in backward areas will
be possible and I think, Sir, it will be
proper if Members agitate for removing
these handicaps as much as it is possible
in thé interests of those backward .
areas. Only then such development
is practicable and therefore it is no
use relving on second-hand information
-on such points.

With regard to the other point re-
garding new concerns and new indus-
tries that wanted extension, Sir, 1I0
crores and 13 lakhs are also given for
extension of new industries, industries
which were not existing in this country
before the war. Therefore about 10
crores out of 15 crores are utilised in
industries which were not existing
before the war. I may say that the
Corporation has tried as far as possible,
to grant loans in areas wherever
they are necessary, and preference has
‘been given to new industries.

Much has been said about old indus-
tries to which loans have been given.
The advances on cotton textiles and
aluminium have been referred to. 1
am surprised that he has brought in
aluminium. Do we not need alumi-
nium in this country? Are we not
to be independent of the imported
aluminium ? I think he has brought
this question without proper under-
standing and realisation of the import
drain,

With regard to cotton textiles, it is .
true that loans have been granted. But |
I may say that these loans were granted ;
in those concerns which were in back- (
ward areas. Enough information is |
not here before us, but the instance of |
Orissa will prove that that cotton textile |
is being developed more or less in back- !
ward areas. There are plenty of new ’
mills which have been built up recently, |
Ten lakhs of spindles have been built |
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up in the last four years. With regard
to this, I may further say that in
backward areas 2 number of new indus-
tries started during war and if this
Corporation has come to the help of
such industries for developing them in
backward areas, they have not made a
mistake. For example, look at the
figures. I may say that to concerns
which were started in centralised areas,
or where the industries were centralised,
they were not given these loans.

There is another matter and that is
relating to the sugar industry. It was
asked, why loan was granted to them.
I may say that the same argument is
applicable in this case also. Sugar was
till now——only one year back—deficit in
this country and everybody was crying
for more production. These loans were
granted at a time when our production
was not up to the Icvel of our con-
sumption. It was granted to enhance
our production. Still, our production
was not going up to the level we
require. I have tried to point out that
even in the case of old industries
where these loans have been given it
has been found that they needed help
for their further development.

Certain jndustries which are new are
also challenged in this connection.
What are they ? For instance, the
mechanical engineering industry was
also challenged. The electrical-engi-
neering industry was also challenged.
My learned friend also challenged the
chemical engineering industry. We are
importing about twenty crores of
rupees worth of chemicals. Do we
not want the chemical cngineering
industry to be developed in this
country ? Caustic soda and sulphuric
acid and many other substances are
needed in this country, Do we not
want ourselves to be independent of
foreign countries in regard to the supply
of these articles ? The Government
and every Member here and the
people outside think that we should
try to be self-sufficient in chemicals,
that we should not import them.

Sir, the loan about the paper industry
was also criticized. In this industry,
we are still importing fifty per cent.
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of our requirements.
culty to find people to go into this
industry and if anybody is coming in, -
I think, he should be encouraged for
developing this industry. Therefore, |

what we find is that Government have |’

seen to it that for new industries and '
for essential industries, import check '
has been exercised and loans have been
even granted to the extent of the total |
capital paid up and sanctioned. There |
was another point made that no loans
are granted to medium sized or small
scale industries. Out of Rs. 15 crores |
of sanctioned loans only 3 crores are |
loans under 1o lakhs. In this connec- !
tion I would require the hon. Minister |
to give me informatiop as to the mini- |
mum amount that has been sanctioned |
by this Corporation. I think if no fl
loans are granted below 5 lakhs, then |
this House will have to say that we |
-want to support the small scale indus-~ |
trics and for that even though the |
State Corporation Act is intended, we
should not wait till the State Finance
Corporations are established in the
various States because although that
Act was passed by this Parliament in |
1951, even then, the State of Madras |
is the only State having a State Finance |
Corporation. They can go upto 5 |
crores in paid up capital but no State |
except Madras has still floated such !
concern. So I say this figure of 209, |

of the total grant to small industries or
medium sized industries is not suffi- |
cient. I think the hon. Minister |
should issue a directive that until the |
State Corporations are established in
the various States, loan applications
coming from small industries may be
encouraged by this  Corporation, |
There is nothing in the Act to prevent |
this. If applications had come from |
small scale or medium sized industries,
this Corporation should have encourag- |

ed them. The Government of India |
should also try its influence for esta- |
blishing such State Corporation or |
ask the State Governments to establish |

that. industrialisation on smaller or
cottage scale may progress. We should
decentralize our industries, in order
that we may develop the small indus-
tries in the backward areas. It is very
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There is diffi- | necessary that smaller loans should be

given in preference to bigger ones and
the loans to the medium sized and
smaller industries of the percentage of
209%, should be considered too little.
The percentage should be fairly bigger
in order that these persons who want
to develop small industries are not
debarred by want of funds. There is
enough technical skill, enough intelli-
gende in the various parts of the country
but people are suffering from want of
funds and we are importing goods

from forzign countries which we can
very wecll manufacture. There are

many people who are trying to esta-

blish these small industries but for want

of finance the best brains in the country

are rotting and therefore I say that

the State Governments should have

been persuaded to start or promote the

State Finance Corporations and if they

are unable to do so for want of finance,

then the Government should issue direc-
tives to the Finance Corporation that

small loans applications coming from

those States should be viewed favour-

ably and that such loans should be

granted. That is necsssary if we want

to establish small industries which we
desire so much and which we want

to grow in this country and if we want

to prevent imports of these goods into

our country from outside.

One great feature is included in this
amending Bill viz., raising the limit
from 50 lakhs to 1 crore. That is
mostly on account of certain large
concerns which we require to develop
in this country to produce producers’
goods—the key industries. They are
woefully lacking in our country at
present and we want to develop them
as fast as we can and such concerns
require huge capital. So, if Govern-

| ment think—according to the Planning

Commission Report also—that the key
industriecs and the producer goods
industries are requiring a loan, this

A | Corporation will be able to assist them
State Corporations at an early date so !

in the best way possible.

Now the learned professor has asked
the question why there should be this
time lag between the sanction of the-
loan and the disbursement of it. I
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may say that these loans are advanced | country,

for capital purposes, for getting capital
goods.
then the concern gives the orders for
imporgilg the machinery. It takes
some time, about six months, to nego-
tiate the order for machinery and it
takes about twelve months in order to
get the machinery. The money will
not be paid unless the capital gooeds
have been received in the hands of the
concern. Therefore this time lag is
there. These sanctioned loans will,
1 am sure, be utilised as soon as possi-
ble, not beyond the period of twelve
to eightcen months. Therefore this
time lag is bound to be there and this
is the business method of conducting
this Corporation. The Corporation has
now funds of Rs. 10 crores. This
sum has to be with them. They have
now only Rs. 7 crores disburscd and
they have Ks. 3 «rures lying wich
them. Till now they put it in the
Reserve Bank who naturally will not pay
the Corporation any interest. So it is
said that the deposit can be with a
scheduled bank, and the Corporation
can also borrow from the Reserve Bank
on short loan basis—up to Rs. 3 crores
on the basis of payment within 18
monihs. The learncd professor also
referred to the loss of the Corporation.
He said that it had lost Rs. 27 lakhs in
the profit and loss account.

properly.  The Gorporation 'has’ at
present Rs. 10 crores on which they
have to pay interest, 5 crores on bonds
and debentures and Rs. 5 crores on
paid-up capital

Surt M. C. SHAH : Rs. 5.8 crores
only on bonds.

SEri C. P. PARIKH : They have to
pay this interest on ten crores and they
are able to get interest only on Rs. 7
crores. So there is this deficit of in-
terest on threc crores and this they
kave made up by means of this amend-
ment,

As regards equity or risk capital, we
have to remember that the resources
of this country are very limited and un-

less we could incredse our resources

Sir, this !
position also has 1o be understood |
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‘\/e ry much, by double production in the

When the loan is sanctioned, '

we cannot go in for equity
capital. QOur nation will have to be
richer and as I said the production must
go up to double of what it now is, and

, tor this we want huge funds for the

industrialisation of the country.

There is a suggestion that this Report
is not giving the proper picture. I
have also one or two remarks as regards
this Report. First of all, I have to
submit that the names of the Directors
and by whom they were nominated and
by whom elected, must be given in the
Report.

On page 5 of the Report, the total
amount of loans sanctioned and thz total
of disbursements are given. The dis-
bursements total Rs. 724 lakhs. But
this is after making allowance for repay-~
ments, Tharefore, we do not know
what amount has been repaid by way
of instalments and I think hop. Mame~
bers are entided to have tits informa-
tion as to what amount is renaymant
so that we may know how much is
actually disbursed,

And, such information is necessary
if the report is to give proper infor-
mation to this House and this House is
entiiled to have that.

Now, Sir, with regard to the progress
of repayments, on page 3, they have
said that extensions had to be given
because 13 concerns have not paid
their instalment. I think, Sir, one or
two lines should have been added there
saying that these instalments, although
not paid in time, are not insecure or
that they were doubtful.

SHRI P. V. NARAYANA (Madras) :
How could they become doubtful ?
They are advanced very recently. .

Surl C. P. PARIKH : They ocught
to have said that they do not come
under the category of doubtful loans so
that this House knows the actual posi-
tion. The extensions it is presumed
have been given only to accommodate
persons, as far as possible.
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Then, Sir, in the last page of the
Report, the last line is important :

“On enquiry into the progress of the sche-
mes for which loans
Corporation learnt that a number of  its
clients had complaints about cut in elec-
tric supply, transport, irregular supplies of
<oal, occasional imports into the country in
€xcess of jts reauirements, etc.”

This shows, Sir, that the progress
report of all the schemes are laid before
Government or before the Corporation
and, from the progress reports, one can
see that Government exercises full
-control and vigilance over the activities
of this Corporation. The progress

reports will always give details of how |

the loan is utilised.

I have to point out one thing about
occasional imports into the country in
excess of its requirements. Every time,

I got sn opportunity I want to say that '

the import list of our country should be

scrutinised in a way that our wealth

is not drained and, Sir. if our manu-
facturers or our producers are charging
higher prices, then, there is price
control of Government. If quality is

not coming up to the standard, I am |

asking them to establish quality control

machinery in our country at en early |

We want these industries to
We

date.
start in order to retard imports,

want our industrialisation to grow but |

we have to compete with industries
which are esteblished in foreign coun-
tries 100 vears ago. We canfiot compete
easily with them in matters of price and
quality but if sufficient steps are taken,
in encouraging them this House will
have no misgivings.

Now, Sir, another point on which I
want clarification in the Report is that
on the credit, the interestis mixed up
with the commissions arrd all that. I
think, Sir, the Company Law requires
interest received to be credited sepa-
rately. In the Profit and Loss Account
interest paid is given separately but,
interest received is jumbled up with
interests, discounts, commissions, etc.
I think, Sir, interest received should be
a separate item clearly shown in this
Report in order that the Members of this
House may very well understand.

had been given, the
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'Now, Sir, I will, lastly, come to the

| Bill. There has been a ot of criticism

as regards the loan from the World

- Bank by the hon. Mr. Bhupesh Gupta.

I would like to answer him in that res-

pect. We have subscribed to the World

, Bank a capital of 400 crores of rupees,

4 being a shareholder in this organi-

sation,......

’

J

]

|

r

Surr M. C. SHAH : 400 million
dollars.

and 53
nations have participated in this. So,
| we, along with the other 53 nations are
| shareholders of this organisation- and
| we have subscribed 400 million dollars.
| Out of that, Sir, we have contributed,
I till now, 8 million dollars to the World
| Bank and have sent them there. The
| remaining 72 million dollars are still
lying -with us in rupee coins and in
' bonds. The International Bank has
not drawn this money. That is what
I want everyone to realise.

have, till now, as the hon. the Finance
Minister has said, drawn 58 million
dollars s loans from the International

Bank. Most of these loens were for

l

I

} With regard to our drawings, Sir, we
|

f

|

|

| Centrsl Government projects, Damodar
| Valley Project, railway schemes, etc,
. This amount has been alrezdy urilised
I by us, and he is bringing this Bill in
| a hurry on account of about 30 million
. dollars which is still to come to us for
| our development projects and for capital
goods which we so badly require in
this country. When such aid is coming
from other countries, from en inter-
national bank of which §3 countries are
' members, do you think we are going in
a wrong way 2 It is said that Anglo-
American imperialism is controlling us
on account of the loans. Much has
been said about Anglo-American im-
perialism. But, Sir, whatever assis-
tance is given from that quarter is taken
by us without any political strings.
And s a businessman I would like to
point out that it is those persons who
are investing their capital here, and it
is not we who are investing it there.
That is the difference. When the
capital of those countries is invested in
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India, it lies on the soil in the hands of
Indians. And the hon. Minister for
Commerce and Industry is trying also
to bring in a Bill by which he wants to |
control the technical management of |
such concerns, so that Indians may
have a greater and greater share in the
technical management of those concerns.
Therefore, when such concerns are
established in India, they will be under |
our control, and the drawing on our
resources also will be reduced. When
these concerns are established in India,
no foreign domination will rule us.
Whatever is done by these concerns is
done by our technicians and our work- ‘
men. The workmen and the techni- \
cians will be sons of the soil. When |
they feel that any foreign investment is |
not behaving properly, they will be able |
\
|

to compel them to behave properly.
If money is invested on our soil, we
shall get people trained technically.
Provision is made that our industries
should not be paralysed by secrecy of
technical skill. Provision is madc that
people should be trained. Therefore,
as Jong as Indian labour is employed,
as long as Indian technicians are em-

ployed, we have noreason to worry.

Lastly, Sir, it is stated that these
loans come from a source where the
United Kingdom and America predomi- k
nate. Look at the list of the loans we |
have received ; we have received machi- |
nery from Americe, Englend, France,
Germany, Jepan, Spain, Czechosolova-
kia and other countries. Now, if this
machinery is available in anyone of
those countries, naturally we have to
repay the loan in the currency of that
country. And if repayment is made in
the currencies of other countries from
whom we have bought the machinery,
naturally there is no string attached and
there is no domination of England or
America. Some mechines are highly
specialized, highly technical, snd only
very few countries produce them, end
therefore we have to buy them from |
those countries only which are able to ‘
supply them to us at the time when we
require them. There are no strings ‘!

|
!

|
|
!
\
C
i
[

attached. With the help we are re-
ceiving we should try and see that our
people are technically trained.

-
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In conclusion, with these suggestions

which I have offered, I have great

pleasure in supporting this Bill.

SHrRr B. M. GUPTE (Bombay) :
Mr. Deputy Chairman, I rise to support
the Bill. The Industrial Finance Cor-
poration occupies a very important
position in the development of industries
in our country. It is therefore, highly
desirable that its resources should be
increased, that the scope of its activities
should be widened and that the financial
structure should be strengthened. The
complaint was made by the hon. Mem-
ber Dr. Mukerjee that the Corporation
is not paying its way. But, unless its
volume of business is increased, it
cannot pay its way atall. Therefore it
is highly necessary that the volume of
work of this Corporation should be
increased. All the amendments are on
the right lines because they serve all
these objects and therefore the Bill
deserves our support,

Many of the points of criticism have
already been answered by hon. Mem-~
ber Shri Parikh. But there is one
question which remains te¢ be answered.
What should be the policy of financing
industries ? Some said that it should
be State-wise while some others said
that it should be industry-wise. 1
would say that now that the Planning
Commission has finalised its report the
resources of this Corporation should be
used in the light of end in the imple-
mentation of the Plen, I think
this should cover everything, because
the Plan must be covering neccssary
improvements in all regions. Therefore
it should be the guiding principle that
the resources ofthis Corporation should
be utilised in the implementation of the
Plan.

With regard to the controversy about
the disclosure of the namns of the appli-
cants, the hon. Minister has already
assured us that in all important matters
it is the Government that is in control,
because they examine all these applica-
tions. Therefore, there is no ground
for any complaint. After  the alle-
gations were made he has again reiterat-
ed that everything has been all right
and that suspicions are not justified. T
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take it that it is so, but I would make
the suggestion that so far as the future
is concerned, applicants should be
told that their names might be disclos-
ed if occasion arises. If this deters
some applicants the resuit should
be welcomed, for those applicants
who are not in a position to stand the
glare of public gaze deserve to be
eliminated. I do not mean to say that
Parliament should go into all details
and interfere in the day to day working
of this institution but Parliament must
have the right to get any information
when it requires. It should be the
policy to give the fullest information,
because the withdlding of information
leads to suspicions. Thercfore so
far as the future is concerned, even
names should be disclosed if requir-
ed.

Apart {rom the occasional disclosure
of information I would also submit
that the information normally given
in the report is not sufficient. Some
of the deficiencies have already been
pointed out by my friend, Mr. Parikh.

I would also point out certain others. :

It is said that this is a banking corpora-
tion and if we leok into the balance
sheets of other banking corporations,
we will find that fuller and ampler
information is given.

Take for instance the investments.
It is said that in Government securities
over Rs. 3 crores have been invested.
This is a fairly large holding. As we
all know, the prices of Government
securities have fallen. There must
have been substantial  depreciation
unless the holding mainly consists of
short dated securities. But this in-
formation is not given. I think the
balance shcet should give information
on such points.

Then atout the profit and loss ac-
count. Scme points regarding this
have been already touched upon by
Mr. Parikh. He was interested more in
interest. 1 am interested more in the
loss. I do not know how much loss
has been incurred in the sale of securi-
ties as interest, commission and losses
are Jumped together. These are ,the
points on which fuller information

¢
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should be given in the balance sheet
and the reports, because they are to be
placed before Parliament and Parlia-
ment is entitled to full information.

Another point which T would like to
touch upon is this. I sp2ak subjzct to
correction but I do not see how this
provision with regard to the raising
of the limit to more than ons crore is
in order, It is said that even more
than Rs. 1 crore can b= given to a party,.
if Governma>nt guaranteecs the loan.
1 do not know if there is any enact-
ment which authorises the Govern-
ment to give any guarantee to a private
party. I do not find that in the Corpora-
tion Act. I do not know whether
that authority has been given by any
other statute. If there is any other
Act, I should like to kiow it. If
there is no such Act, I should like to
know how it is possibl: for Governm=nt
to guarantce any loan to a private
industrial concern.

With these remarks, I support the
Bit..

Suri S. N. DWIVEDY : Mr. De-
puty Chairmgan, this Industrial Fin-
ance Corporﬁgn Bill on which we are
ask~d to express our opinion, is not a
measure which should be supported
by this House, because this Corpora-
tion has not served the purpose for
which it was created. No doubt,
it was established for augmenting the
private sector of our economy, but I
thirk that the Government established
the Corporation without giving any
dircctions whatsoever as to which of
the industries in the country should be
helped or given assistance to by this
Corporation. As a result of that,
without any thought or consideration
loans and grants have been advanced

" and on the whole I think, it has proved

to be disastrous. Not only that, Sir,
I feel that this Corporation has really
helped a set of new capitalists  who
are raising their heads in this country
whom I may call the Congress brand
of capitalists, persons who are inzerested
not in the development of the private:
sector of our economy in order to
contribute towards industrial develop-
ment of this country but persons who
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are -more interested

and blackmarketing. I would go

further and say that even the limitation |

that only public limited companies
can be given loans is not of much value.

I may be excused if I say that with !

the present system of managing agen-
cies the public limited
have become safe habitats for  specu-
lating busincssmen and profiteers and

|

in profiteering !

companies

the managing agents eat away all the |

money.  So, I fecl that there is no

purpose in asking this House to support

a Bil which would put more moncy
into " the hands of this Corporation
which would be distributed not
furthering our country’s industries but

for |

to fatten a section of the people who

are going about in this country against
the interests of the nation.

Sir, T feel it is a vicious circle.
the other House a question was raised
regarding the Orissa Textile Mills.
Seme hon. Members here also referred
to that point.
hon. Member who raised that question
in the other House accused the Cor-
poration of having given a loan to a
company, a textile concern, in which
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Surr S. N. DWIVEDY : I say
that the Company has not had even
this amount by way of assets at that
time. I feel, according to the provision
under section 24 of the Act, “The
Corporation shall not enter into any
arrangement under clauses (a) and (e)
of sub-section (1) of section 23 with a
single industrial concern for an amount
equivalent in the aggregate to more
than ten per cent. of the paid up share
capital of the Corporation but in no
case exceeding fifty lakhs of rupzes.
Here, perhaps the Corporation has
taken shelter under this clause. But
if you analyse the situation, Sir, you
will see what this concern is after all.
This concern was first  started with
the ex-Chief Minister of Orissa as
one of the promotors, who became

1142

. afterwards one of the Ministers here

The point is that the

the Chairman of the Corporation was .

interected.  He was interested

in the |

manszement of the company, because .

sonmr> of his relatives were there in the
Managzing Board. He also accused
that there was no proper security.
The grant was large, to the extent of
50 lakhs, but the assets of the in-

dustrial concern were not even up to

50 lakhs. The hon. Minister in  his
reply said “The net value of the fixed
ascets of the Orissa Textiles on the

31st March 1952, was of the value of

Rupces 1,52,15,000”. He mentioned
the date as 31st March 1952.
you refer to the fourth Annual Report

of the Industrial Finance Corporation | >
the Corporation.

‘which has been given to us, you will
find that this grant was given—there
is a heading ‘First July 1948 to 3oth
June  1951°—between
1st July 1948 to 3oth June 1951 and
not on 31st March 1952 as he wanted us
to believe.

Sur! C. P. PARIKH: For expand-
ing the assets.

_in the Centre.
In

' gives a
But if |

the period '

5

l

He was not the Chief
Minister when he promoted the Com-
pany. As soon as he became the
Chief Minister, the  Government
of Orissa purchased shares. Then the
Government of Orissa also advanced

a loan of Rs. 30 to 35 lakhs. The
Orissa  Government granted  this

amount of loan after taking a mortgage
of the Company’s assets. Well, still
the Company was not a runninz con-
cern. The next thing was to come to
the Industrial Finance Corporation,
in wiich they found that their owa
relation would come to their help.
What did they do ? They asked the
Indus:vial Finaace Corporation to
grant a loan of Rs. 50 lakhs. But the
Corporation naturally wanted to take
some security. But it found that
aleady the assets were mortgaged
with the Government of Orissa. When
the Industrial Finance Corporation
loan it takes a morigage
of the assets. In this the Orissa
Government  waived  their  rights
and the first charge was given to

AN Hon. MEMBER :
that be ?

How can

Surt S. N. DWIVEDY Well,
this is what the Minister has said in the
Lower House. “In this the Orissa
Government  waived their  rights.
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They had advanced a certain loan,
but they waived their rights and
the first charge was given to the Indus-
trial Finance Corporation.” So you
see the entire capital of the concern was
practically subscribed by the Orissa
Government. The entire money of the
Corporation is guaranteed by the Gov-
ernment of India. Now the
Corporation sanctions an amount on
mortgage of this Orissa Government
money and the Orissa Fvovernmem
waived its right.

That means there is an unholy
alliance somewhere, it is just a made
up affair just to see that somehow or
other these persons who are interested
in this company and who are the main
support of the Congress in Orissa today
are given money. Somehow or other

it was manoeuvred and the money
was given.

Dr. R. B. GOUR : If the Orissa
Government has given this loan,

it must be on some assets. Is it on
the same assets that this Corporation
has given the loan ?

Surt S. N. DWIVEDY : That is
what I want to know. The Industrial
Corporation became the first mortagagor
and the Government of Orissa waived
its right. It is a mutual arrangement
that has been made to support a parti-
cular set of people. That is why it
was said in the other House that this
Corporation is being utilised for pur-
poses of serving a certain class of people
whom this Government want to prop
up. I would go further and say—and
while an amendment was moved the
hon. Minister said in reply to that
amendment :

I explained yesterday when a reference

was made to the Orissa Textiles, the
Corporation granted only so lakhs
against bonds of one crore and fifty
two lakhs, ”

Surt M. C. SHAH : Not on bonds
but on assets of one crore and fifty
two lakhs.

Sur! S. N. DWIVEDY : If that is
so, 1 feel that either the Minister has
been misled or he has tried to mislead
the House because he declares that on
49 C.S.D-
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31st March 1952 the net value of the
assets was one crore fifty two lakhs.
Now this grant was given between 1948
and 1951. I want to know the date
when this loan was granted and whether
on that date the assets of the company
were of the tune of one crore and fifty
two lakhs. I say ‘no’. It is not a
fact ; it is a false statement that has
been given to avoid criticism, to
bypass, a definite allegation that was
made in the other House. I want to
know further. On the admission of
the Minister himself we find that
last year this Company had got Rs.
37 lakhs. I want to know if the hon.
Minister can supply us this information.
On page 3 it is stated:

* Most of the borrowers of the Corporation
have been paying the interest and
instalments of  principal on the due
dates butin a few cases extension of
time had to be given.”

I want to know wheth®r this industrial
concern is paying its interest or the
instalments towards the principal
amount. I wish to know how many
instalments it has paid to the Corpora-
tion and what is the amount still re-
maining to be paid. Unless that is
clarified, I feel that this money that has
been given there—and that is the
general charge there—they will not
be realized by this Government,
I would ask the hon. Minister to exa-
mine this question thoroughly. In
the first annual report of the Industrial
Finance Corporation it has been stated
that loans would be granted on ful-
filment of cerrain conditions. They
have stipulated those conditions. They
have said that they would take note as
to “‘what is the value of security offered
and what is the amount of loans asked
for and the margin left in favour of the
Corporation”. Then they have further
stated that ‘‘the experience and compe-
tence of the management will also be
taken into consideration”. I want
further clarification on this matter
whether the Industrial Finance Cor-
poration, when it considered the
application of this particular concern,
took into consideration the experience
and competence of the management
of the Orissa Textile Mills Ltd. I
would say that if remotely or indirectly
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the Government of Orissa or the big
guns of the Congress Party and some
pﬁice bearers or Chairman or somebody
in the Industrial Corporation were
not connected with this concern, this
money, according to the rules laid down,
could not have been given. So I
accuse that it is a pure case of favour-
itism and nepotism. So I say that
this Industrial Corporation, as it is
today is but a big business racket.
The House  should  not extend
its support to such a Bill. Rather,
the House should prefer—and the House
would appreciate if the Government
come forward—with a measure for
nationalising this Corporation. Thank
_ Yyou, Sir.

SHR1 B. P. AGARWAL (West
Bengal) : Sir, before I express my
views on this Bill, I would like to place
before you a little grievance that some
Members of this House feel, that in all
such important measures, like the one
now before the House, we find that we
do not get the opportunity of going
into the details of the many important
provisions of such Bills at the Select
Committee stage. We find that the
Select Committees are appointed
only by the House of the People and
when the measures come to us, they do
so in an almost finished stage. If
we were to ask that the Bill be again
referred to a Select Committee that
would be spending so much of time.
On the other hand, if we do not ask for
that, we find that we eannot contri-
bute eflectively to the consideration of
these measures. :

MRr. DEPUTY CHAIRMAN : I
think there was no Select Committee
on this Bill.

Suri M. C. SHAH : This Bill was
not referred to a Select Committee.

Mr. DEPUTY CHAIRMAN ; There
waf1 no Select Committee on this
Bill.

Ser1 P. SUNDARAYYA (Madras):
You may move for it tomorrow.
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Surr B. P. AGARWAL : This Bill
which should have been examined in
full detail, as there are many provisions
which need the closest attention....

MR. DEPUTY CHAIRMAN : That
is a different point. You can say you
had no chance.

Surt B. P. AGARWAL : Sir, I
am not ‘eferring to this particular
Bill alone®; this is a complaint with
regard to many other important Bills.
For instance, the Estate Duty Bill
has been referred by the other House
to a Select Committee and when it
comes here, we will have hardly any
time to deal with its provisions effec-
tively.

As regards this Industrial Finance
Corporation, ~ the first difficulty is
that it had no guiding principles be-
fore it as to what industries and in
what parts of the country or what
different areas, this financial assistance
should be applied. I think I am in
agreement with certain Members of
the Opposition in that the finance
which has been utilised by this Corpora-
tion has been utilised more towards
helping the established industries than
to develop new industries. For in-
stance, criticism  has been voiced
about the help given to the cotton
textile industry. This industry has
been given a big share. Similarly,
assistance was given to the sugar
industry. his  criticism  is quite
correct for these industries are already
there and they do not require any
further developing as others do. It
would have been more useful if this
finance had been utilised for helping
the key industries, industries of national
importance, which are not at present in
existence and industries which are in a
nascent stage. But this has not been
done, and this, I think, is due to the .
lack of guiding or directive principles.
If this Corporation is provided with
such a directive principle, that the
finance should be given first to those
areas which are undeveloped and for
industries which stand in need of de-
velopment, this defect could be recti-
fied to a large extent.
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The other point that I should like
‘to mention is about the directorate and
control on which there has been a
good deal of criticism here. I think
whosoever may be the director in
charge of the Corporation, if people
from the business community are con-
trolling it, they cannot divest them-
selves from one interest or the other.
I should suggest that the best thing
would be to constitute the Directorate
in a different manner. There should,
I suggest, be four regional advisory
boards, one for Eastern India, one for
Southern India, one for Central India
and another for Northern India. These
Boards should, in the first instance, be
constituted or composed of business
people or people who are interested in
the development of industries.
These Boards should look into the
applications for the advances and
the financing of industries, and these
should be forwarded to the Central
Board where there should be a Chair-
man who is an impartial man, a whole-
time official, who should have nothing
to do with any interests. If this is
done then criticism will find no place
and this thing will be above reproach.

I think, Sir, this needs to be seriously
examined because we are not putting
any amendments. We have not got
the time or approach to the Select
Committees or anything of that kind.
Therefore, Sir, it is only by way of
suggestions that we can put forward
our views.
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As regards the criticisms levelled as
to why the Government is going to
guarantee the loans and as to why the
limits are being extended, I think,
Sir, it is due to a misunderstanding.

Mr. DEPUTY CHAIRMAN : Will
the hon. Member take more time ?

Surr B. P. AGARWAL : No. Sir,
I will finish within one minute.

When we are out to develop new
industries, some of the industries re-
quire large capital and it is necessary
that in order to provide such capital,
the competence and the limits of the
Corporation should be such that it is
in a position to advance the required
money. Otherwise, it will be simply
advancing money for small industries.
I think, Sir, both small and big indus-
tries should receive equal consideration ;
the main consideration should be the
national interest.

With these words, I commend this
Bill for the acceptance of the House.

MRg. DEPUTY CHAIRMAN : The
debate will be resumed tomorrow.
The House stands adjourned till 10-45
A.M. tOImMOrrow.

The Council then adjourned
till a quarter to eleven of the
clock on Tuesday, the oth
December 1952.



