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THE INDUSTRIAL FINANCE 
CORPORATION (AMENDMENT) M ENT) 
BILL, 1952—continued. 

MR. CHAIRMAN : We will pro-
ceed to the discussion in regard to the 
Industrial Finance Corporation. Mr. 
Saksena. 

SHRI H. P. SAKSENA (Uttar 
Pradesh) : Mr. Chairman, I am in 
general agreement with the amendment 
that has been moved by my hon. friend 
the Deputy Minister of Finance. 
Now my difficulty is this that I don't 
see any necessity for these Corpora-
tions which are probably established 
for the maintenance of old persons 
who have got nothing else to do. I 
don't understand why there should be 
no direct relationship between the 
Government and those industrialists 
who want loans for the expansion 
of their industries. So far as the 
expansion and the development of 
industries is concerned, both cottage 
and big, there can be no difference of 
opinion but these Corporations do, in a 
sense, stand in the way of the Govern-
ment funds or the funds raised by 
Government by taking loans from the 
International Banks reaching the vil-
lagers. These Corporations, I submit, 
stand in the way of that money reach-
ing the small industrialists and the 
cottage industries. These Corpora-
tions are intended for fashionable 
people who have got fashionable friends 
and fashionable relations and whom 
they finance. Now I find from this 
report that they also draw a big amount 
as their fee. I wonder why some 
people cannot be found to man these 
Corporations, if they are to remain 
in existence, honorarily. Why should 
we be paying fees to these Directors 
and Managing Directors ? So far as 
these Corporations arc concerned, 
there appears (MR. DEPUTY CHAIRMAN 
in the Chair) to be no necessity for 
their existence and the sooner they are 
eliminated the better, specially if 
they are running at a loss. Now the 
Government has, I understand, guaran-
teed all undertakings and all commit-
ments of the Corporation. If that is 
so, why could not that guarantee and  

undertaking by the Government have 
been given to individual industrialists 
and investments ? There is not 
much to be said about this Industrial 
Finance Corporation. There is very 
great need of Corporations provided 
they are established on planned profit 
lines and if one is going to be es-
tablished by the Government in which 
the Managing Director and Directors 
are not going to be paid any money, 
I offer my services for one of them. 

SHRI SHRIYANS PRASAD JA IN 
(Bombay) : Mr. Deputy Chairman,_ 
before I come to the criticism of this 
Bill for and against, I would like to 
say something about the background 
of its working and its constitution. 
This Corporation was established 
under an Act in 1948. The object of 
its establishment was to make medium 
and long-term credit readily avail-
able to the industrial concerns parti-
cularly in circumstances where normal 
banking accommodation is inappro-
priate or recourse to capital issue is im-
practicable. I would like to come 
to this issue later on but would like to 
say something about the manage-
ment also. The management is en-
trusted to a Board of Directors-3 of 
them are Government nominees and 2 
are Directors of the Reserve Bank 
and 6 Directors are from the scheduled 
banks, co operative banks and insur-
ance companies. The Managing Di-
rector has been appointed by the 
Central Government on the recom-
mendation of the Reserve Bank. Sub-
sequently he can be appointed on the 
recommendation of the Board of 
Directors. Besides the Directors, 
there is an executive body of which 
the Managing Director is the Chair-
man. In the Executive Committee 
there are two Directors elected by the 
nominated Directors and two by the 
elected Directors. All the Directors 
are experienced and responsible peo-
ple who have the interest of the coun-
try at heart. Therefore I am confident 
that any proposal which comes before 
this Board of Directors is very care-
fully scrutinised and there is no room 
for any favouritism. Not only that. 
The Executive Committee has estab-
lished a convention that they don't 



Sir, much has been said about the 
non-disclosure of the names. As 
regards supplying the information on 
the floor of the House, though I ap-
preciate the anxiety of many hon. 
Members to watch the interests of the 
country, yet we have to look to the 
practical and the realistic side also. 
It is a well-established business con-
vention that secrecy of this type of 
transaction must be kept, and cer-
tainly names of these loanees are not 
to be disclosed. In the case of the 
Corporation I think all officers, Direc-
tors and Auditors are pledged to sec-
recy under section 39 of the Act. 
Moreover the Corporation has never 
asked the permission of the borrower 
to disclose the names if Parliament 
asked for this information. Accord-
ing to me it is neither legal nor moral 
to disclose the names of these loanees 
on the floor of this House. I also 
submit that if the names are disclosed 
on the floor of this House, it will cer-
tainly lead to a discussion of the merits 
and ecn-crits of the case. 

The discuEs:en will also lead to the 
laying open threadbare of the in-
dustry. And in case of rejection of 
the application it will be detrimental  
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to the concern. The discussion will 
only lead to unn.Pcessary talks without 
leading to any finality. Sir, it has 
been argued that as this information 
is available in the balance sheet of the 
concern, there can be no harm in 
giving the information on the floor 
of the House. Surely it cannot be ar-
gued in both ways in this manner. 
If the information is already there in 
the balance sheet, then why ask for it 
here ? If it is not there, then it 
goes to show that because of its being 
in the balance sheet, it is very much 
public. If any hon. Member is really 
interested to have any particular in-
formation, I am sure he can get it. 
May I draw attention to an offer made 
in 1949 by the then Finance Minister 
Dr. John Mathai, and we have got it 
again from our present Finance Minis-
ter, Shri Chintaman Deshmukh, that 
he would be willing to give informa-
tion to any hon. Member who wanted 
it ? If there have been no such en-
quiries, it shows that the working of 
this Corporation has been satisfac-
tory. Even now if any hon. Member 
is anxious to have, any information or 
detail, he can certainly approach the 
hon. Finance Minister for it and thus 
avoid all the complications on the 
floor of the House. 

The House is aware that this Cor-
poration is a quasi-Government or-
ganisation and as such its accounts are 
submitted to the Auditor-General. 

SHRI B. C. GHOSE (West Bengal) : 
No. 

SHRI SHR I Y A N S PRASAD 
JAIN : I think my information is cor-
rect. 

SHRI B. C. GHOSE : It will be 
after the Bill is passed. 

SHRI SHRIYANS PRASAD 
JAIN : According to my informa-
tion the Accountant General makes a 
report and  

SHRI M. C. SHAH : We are 
amending the Act so as to bring it 
under the control of the Auditor Gen-
eral, according to the desire of the 
Public Accounts Committee. • 
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finalise any loans unless one of the 
Government Directors is present there 
and has gone through the proposal 
very carefully. The basis for sanc-
tioning the loan is the soundness of 
the scheme from the point of view of , 
security and whether the industry 
could be placed on its feet in a reason-
able time to 'meet the requirements of 
the country. It has been laid down 
in the Act itself that the Board shall 
be guided on questions of policy by 
instructions given to it by the Govern-
ment. Not only that. The Govern-
ment will also decide whether a 
particular question is one of policy or 
not. I am not sure whether the 
Government has given any instruc-
tion to this Corporation and if it has 
not done so so far, it is not the fault of 
the Corporation but suppose no in-
struction has been given in the past, 
they might give it in future to the 
Corporation. They act under the 
guidance of the Government policy. 
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SHRI S H R I Y A N S PRASAD 
JAIN : Sir, it has been said that the 
small and cottage industries have 
not been n getting any loans from this 
Corporation. I would like to point 
out that that is not the sphere of the 
Corporation. It is in the sphere of 
the State Corporation, and the co-
operative societies. Parliament has 
already passed an Act of which the 
State Governments should have taken 
advantage. If this body encroaches 
on the field of the State Corporations, 
that will certainly be centralising the 
whole field of financing industries and 
that will not be a right thing to do. 
We do realise the importance of small 
and cottage industries getting assist-
ance and for this the State Corpora-
tions have to step in and do the ne-
cessary helping. Some States have 
already done this and it is for us to 
persuade the others also to follow this 
lead. 

Ccming to this amending Bill, I 
submit there has not been much cri-
ticism so far as the provisions of the 
Bill arc concerned.. I am of opinion 
that loans should not be taken for 
any amount from the World Bank. 
I feel that we should go in for only 
that much of loans as we may be 
able to invest. 

Next, I would like to say some-
thing on, the criticism tfiat has been 
made about the Directors and the 
Chairman. On the whole I feel that 
the work that this Corporation has 
been doing is wonderful, and it has 
indeed set an example to the State 
Corporations to follow. It was said 
that loans have been granted to re-
latives and friends of the Directors. 
Only I say that we have to see whether 
the loans have been granted accord-
ing to the merits of the applications. 
That is what we have to see. Even if 
Lala Shri Ram had not been there, 
these loans would have been granted 
to those very persons to whom they 
have now been granted. We have to 
see whether they have been sanctioned 
according to the merits of the cases. 
If a person happens to be the friend 
or relative of a Director, that is no  

reason why he should be debarred 
from getting a loan. 

It was also stated that the loans 
should have been given to the back-
ward areas of the country. I fully 
agree with those hon. Members who 
made out this point and in this con-
nection I would appeal to rho hon. 
Finance Minister to create conditions 
in these backward areas which would 
attract people to go to those places 
and start their industries. If there is 
no such attraction, it will be difficult 
to get persons to go and start 
industries. When the princely States 
were there, as we know, certain 
attractions or concessions used to be 
offered to people prepared to start 
industries in certain areas and because 
of this incentive, such industries got 
started. Similar incentives, I think 
should even now be offered so that the 
backward areas may get developed. 
It has been complained that loans 
were given to the sugar industry and 
also to the textile industry. But 
according to my information, these 
loans were for being used in back-
ward areas. So there is nothing wrong 
in that. On the one hand we say that 
Government should encourage the 
starting of industries in backward 
areas, and on the other you complain 
that Government have given loans to 
these concerns—sugar and textile—to 
start work in backward areas. After 
all you can take only established in-
dustries to the backward areas. In-
dustrialists will see whether a ven-
ture is likely to be remunerative or not. 
They will not plunge into an industry 
where there are no facilities at all. 
Therefore, I would certainly request 
my hon. friends to think over this 
question seriously and not ask for things 
that may retard the industrial pro-
gress of the country. 

With these few suggestions, Sir, I 
support the Bill. 

SHRI RAJAGOPAL NAIDU 
(Madras) : Mr. Deputy Chairman, 
there has been a cry, both in the 
Lower House and also on the floor of 
this House with regard to the revela-
tion of the names of members who 

I had taken advantage of the loans, 
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but it has been repeated both in the 
Lower House as well as in this House 
that the secrecy that has been gua-
ranteed to the borrowers has to be 
maintained. Sir, I would like to put 
this question : "Under what pro-
vision has this particular guarantee, 
i.e., maintenance of secrecy been 
given to the borrowers ?" I very 
carefully went through all the sections, 
totalling 43 in all, in the Industrial 
Finance Corporation Act, 1948, and 
nowhere could I find any provision, 
any authority given to the Govern-
ment, to maintain secrecy. 

SHRI S H R I Y A N S PRASAD 
JAIN : Section 39 may be seen. 

SHRI RAJAGOPAL NAIDU : Yes, 
and probably my hon. friend has not 
studied section 39 correctly or he 
is misinterpreting it. Section 39 reads 
thus : 

"Every Director, auditor, officer or servant 
of the corporation shall, before entering upon 
his duties, make a declaration of fidelity and 
secrecy in the form set out in the Schedule." 

Does my hon. friend mean to say 
that this is guaranteeing secrecy ? If 
he does, I am sorry he has thoroughly 
misunderstood this section. 

Now, Sir, I may point out that the 
obligation of a banker to his client to 
maintain certain secrecy is certainly a 
thing that is governed by an Act and, 
certainly, Sir, a banker cannot reveal 
the name of his client because that is 
provided for in the Bankers' Act. 
This Industrial Finance Corporation 
is a quasi-public institution with no 
such provisions and it stands to 
reason that the names of the borrowers 
should be revealed. 

I shall now invite the attention of 
the House to this paragraph on 
page 1 of the first annual report. One 
hon. friend has drawn the attention 
of this House to this paragraph in the 
Fourth Annual Report of the Indus-
trial Finance Corporation. We see, 
Sir, that under secUpi 5 of this Act, 
the Government lukeLguaranteed the 
payment of intere at a particular 
rate to be notifiedt in the Official 

Gazette from time to time. Well 
Sir, the Government of India had 
guaranteed an interest of 21%. The 
net earnings of this Corporation do 
not enable them to pay a dividend of 
21% and I find, for the current year 
alone, there is, what is called, a call 
upon the Government to subsidise a 
sum of Rs. 2,99,797 and the total 
amount already drawn from the Gov-
ernment, excluding this Rs. 2 ,99 ,797 
for the last two three years is on this 
account Rs. 23,89,415-13-6. Well, 
Sir, the money of the Government is 
spent like this because a particular 
guarantee has been given, to pay at 
a particular rate of interest and it 
comes to nearly Rs. 25 lakhs and odd. 
Sir, when so much money of Govern-
ment is spent, simply because there is a 
provision—section 5 in the Industrial 
Finance Corporation Act—is it not 
Sir, the Government's bounden duty 
to reveal at least the names of the 
persons who had borrowed this loan, 
especially when the Government of 
India had spent Rs. 25 lakhs on this 
mere guarantee business ? Well, Sir, 
I do not want to say anything more 
about this and before I proceed to the 
next subject, I will say only one thing. 
Sir, I find that in Great Britain there is 
a similar Act whereunder amounts 
are advanced for the development 
of industries. Well, Sir, there is no 
such secrecy maintained there and the 
whole thing is published in a White 
Paper every year by the British Govern-
ment. 

SHRI GOVINDA REDDY (My-
sore) : There is no Act, for the 
matter of that. _ 

SHRI RAJAGOPAL NAIDU : Sir, 
my hon. friend has been saying that 
secrecy IN 11 iv_ to be maintained. 
Sir, the companies that borrow the 
loan publish every year their financial 
statement, their annual revenues, their 
balance sheet, their profit and loss 
account, their tra3'ng account, etc., 
and in all of them, Sir, you find that a 
particular amount has been shown as 
having been borrowed from the Cor-
poration. They do not maintain 
secrecy and I find it very surprising, . 
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[Shri Rajagopal Naidu.] 
Sir, that the Governmc-nt should main-
tain secrecy. 

Sir, I am certainly not opposed to 
the other point, namely, the enhance-
ment of the borrowing amount from 
half a crore to one crore of rupees, 
but I would orly say, Sir, that just 
as a guarantee is being given by the 
Government to the International Bank, 
I would also submit, Sir, that the 
Government should also give a gua-
rantee for the loans that are advanced 
by the Industrial Finance Corpora-
tion to the various loanees. 

SHRI M. C. SHAH : I do not fol-
low. 

SHRI RAJAGOPAL NA I D U : 
Just like the Government guarantee-
ing the loans advanced by the World 
Bank to the Industrial Finance Cor-
poration, so also any loan advanced 
by the Industrial Finance Corpora-
tion should be guaranteed by the 
Government. That is my simple 
point and I suppose I have made my 
point clear. 

MR. DEPUTY CHAIRMAN : 
Will you take more time, Mr. Naidu ? 

SHRI RAJAGOPAL NAIDU : 
Yes, Sir. 

MR. DEPUTY CHAIRMAN: We 
resume at 2-3o p.m. 

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

The Council reassembled 	after 
lunch at half past two of the clock, 
MR. DEPUTY CHAIRMAN in the Chair. 

• 
SHRI RAJAGOPAL NAIDU : 

Mr. Deputy Chairman, in the fore-
noon I was on the point that in the 
absence of any provision in the In-
dustrial Finance Corporation Act with 
regard to secrecy, it is not proper for 
the Government to, withhold the 
names of borrowers. I was also deal-
ing with the point that while trying  

to enhance the maximum borrowing 
limit from half a crore to one crore, 
it is better that the Government gives a 
guarantee not only in respect of loans 
above half a crore but in respect of 
every loan that is advanced to a bor-
rower by the Corporation. The 
Government is not placing the full 
facts before the House. In the ab-
sence of any information that should 
be furnished to Parliament, I would 
suggest that the Government should 
at least give an undertaking in respect 
of all the loans that are advanced by 
the Industrial Finance Corporation 
to the various borrowers. May I sug-
gest another step ? What is past is 
past. You are not prepared to di-
vulge the names of the borrowers, but 
at least hereafter the Government 
can give an undertaking that in future 
at least, the names of the persons who 
borrow loans would be given to the 
Members of this House, because, as 
I have already said, there is absolute-
ly no provision anywhere enabling them 
to withhold this information. So, at 
least hereafter, I would suggest, they 
should give out the names of the bor-
rowers from the Industrial Finance 
Corporation. Otherwise we shall be 
driven to the painful necessity of 
imagining that the Government is a 
party to all this favouritism and nepo-
tism. 

Now proceeding to the other point, 
the object of the 1948 Act is to es-
tablish an Industrial Finance Corpora-
tion for the purpose of making medium 
and long term credits more readily 
available to industrial concerns in India 
particularly in circumstances where 
normal banking accommodation is 
inappropriate or recourse to capital 
issue methods is 	impracticable. I 
would suggest that any 	industrial 
undertaking that is carried on by a 
co-operative organisation should be 
preferrcd in the matter of advancing 
loans. The reason why I say this is 
this. We find that the State Co-Opera-
tive banks—that is, the apex co-opera-
tive banks for financing all the co-
operative institutions in the State—
are not advancing long term and me-
dium term loans ; they are advancing 
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only short term loans, and those it 
is only possible to advance to the 
various rural credit societies. As a 
matter of fact it is not possible for any 
co-operative bank to advance any loans 
to any co-operative industrial con-
cern. I am a Director of the Madras 
State Co-operative Bank, and I find 
that there is some difficulty in this 
respect because the Government re-
fuses to give a guarantee to the State 
Co-operative Bank through the Re-
serve Bank of India with regard to 
long term and medium term loans, and 
Government gives a guarantee only 
with regard to short term loans; 
so much so that State co-operative 
banks are not in, a position to ad-
vance any long term or medium term 
loans. So far as the Madras State 
Bank is concerned, it has practically 
ceased to advance any long term loans; 
it advances only medium term loans, 
and that too to a limited extent—to 
or 20 per cent. of the total. We 
find that the co-operative movement 
in Madras has assumed such great 
proportions that co-operative institu-
tions have launched upon very big 
undertakings, probably some of the 
biggest undertakings in textiles and 
in sugar. For instance, I find that 
they have started one big sugar fac-
tory in Etikopara in Vizag district, 
I think ; that is out of their own 
funds—within their own borrowing 
limits. The Madras State Co-opera-
tive Bank has advanced several lakhs 
of rupees to this sugar mill. What 
happens is that the amounts are 
drawn away towards the financing of 
these co-operative industrial concerns, 
so much so that rural credit societies 
really suffer for want of finance from 
the State Co-operative Bank. When 
any district co-operative bank applies 
for a loan of, say, about Rs. to lakhs, 
it is granted only Rs. 2 lakhs, because 
they say that if we do not advance 
loans to a sugar factory, the sugar fac-
tory will be closed. 
• 

I submit that the Government 
while advancing moneys under the 
Act, should as well consider the claims 
of co-operative industrial concerns, 
as otherwise, as I have already sub- 
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mitted, those who remain to be Direc-
tors in the Industrial Finance Cor-
poration, those who have a pull with 
that Corporation, would alone be able 
to take away all the amounts that are 
available, never leaving anything to 
real co-operative concerns. I once 
again submit that co-operative con-
cerns should be preferred to individual 
concerns, even to joint stock com-
panies or any other firms. 

There was a divergence of opinion 
in this House as well as in the Lower 
House with regard to the question 
as to what kinds of undertakings 
should be financed by the Industrial 
Finance Corporation at the Centre and 
what kinds of undertakings should be 
financed by the State Industrial Fi-
nance Corporations. The financing 
of big industrial undertakings should, 
I submit, be left to the Central Fi-
nance Corporation, while the financing 
of small undertakings might as well be 
left to the State Industrial Finance 
Corporations. Industries like cottage 
industries may be financed by the 
State Corporations, and big industrial 
concerns may be financed by the Cen-
tral Corporation. I find that there are 
some States which have not yet started 
State Corporations. Madras has start-
ed one, and Hyderabad has started 
one—(Interruption)—I speak subject to 
correction. 

SHRI D. D. ITALIA (Hyderabad) : 
Hyderabad has not yet started one. 

SHRI RAJAGOPAL NAIDU : 
Another point is this. A good deal 
can be said for and against borrowers 
remaining as Directors in the Indus-
trial Finance Corporation. Personal-
ly I feel that no borrower should be a 
Director in the Board of Directors, 
because it may be said that he will use 
his influence and try to borrow as 
much money as possible. But we 
find that in several other organisations, 
like co-operative organisations, it is 
only the borrowers who remain as 
Directors. If you are not a borrow-
er, or at least a shareholder, you have 
no qualification to be a Director. But 
in this particular matter it is my per-
sonal opinion that no borrower should 

50 C. S. D. 
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[Shri Rajagopal Naidu.] 
be a Director in the board of manage-
ment. If one of the present Directors 
had not borrowed, I do not think 
there would have been so much fuss 
about this both in the Lower House 
as well as here. 

Then, with regard to distribution 
of loans, I do not know whether States 
like Madras do not approach the In-
dustrial Finance Corporation for loans, 
or whether, after having approached 
the Corporation, they have been un-
able to get loans sanctioned. I am 
not in a position to say anything about 
that. But I find, on a close reading of 
the var;ous statements which have 
been placed before us, that nearly 
5o per cent. of the lean amount has 
been distributed only between Bom-
bay and West Bengal. I do not know 
whether the same favouritism should 
not be extended to the other States 
also. Of course they may not have 
as much pull as Bombay or West 
Bengal, but I submit that the hon. 
Minister should see that the distribu-
tion of these loans is done in an 
equitable manner, so that there may 
not be any sort of grouse or grievance 
on the part of any State. 

Then, Sir, in the matter of issuing 
all these loans, the Government should 
see that only such of the industries 
which cannot stand on their own legs 
should be supported. I find that a 
good many amounts have been granted 
for financing sugar and textiles. 
I may say, Sir, that the sugar industry 
has firmly established itself in our 
country, so also the textile industry. 
I would suggest that industries like 
machine tool industries and other in-
dustries should certainly be encouraged 
and if any applications are made for 
any financial accommodation with re-
gard to machine tool manufactures, 
I think, Sir, that the Government 
would be well advised to sanction these 
loans more liberally. 

Finally, Sir, I cannot understand 
why this Bill should be rushed through 
in such great haste. It was argued in 
the Lower House by the hon, Deput y 
Mini ster that we had approached the 

World Bank for a loan and they were 
charging 5 per cent. interest, if there 
was any delay on our part, who knew 
what would happen ; the money market 
was so fluid, the world money market 
was so fluid. That was said in the 
Lower House. Well, Sir, after all a 
Select Committee could have been 
constituted—either a Select Committee 
of the Lower House., or a Joint 
Select Committee of both Houses 
and within three or four days, Sir, 
we could have called for the 
Report of the Select Committee. 
After all, heavens would not have 
fallen, Sir, if there was a delay of 4 or 5 
days and I cannot understand, Sir, 
why this simple request could not 
have been acceded to in the Lower 
House and for all these reasons, Sir, 
I would submit that this Bill ought to 
have been referred to the Select 
Committee and it should have been 
considered more fully and then placed 
before the House. And certainly, 
Sir, there is some sort of a lack of con-
fidence on the part of us, at any rate 
this side. Because of the great haste 
in which you are trying to do things 
like these, very important things, not 
even granting the small request about 
formation of Select Committees, we 
certainly feel that there is something 
behind the whole thing and if any such 
Committees are constituted, probably 
the Government is afraid that many 
more things may come out of them. 
I am therefore sure that the hon. De-
puty Minister will assure us hereafter 
at least that the names of those persons 
who are granted loans will be disclosed 
to us. At least the names should be 
divulged of those who are advanced 
loans hereafter. 

SHRI 0. SOBHANI (Hyderabad) : 
Mr. Deputy Chairman, Sir, usually 
I take about five or six minutes, to 
express my views before this hon. 
House. But in view of the importance 
of this Bill, I would crave your in-
dulgence for a little longer time. 

• 
Sir, as far as I have been able to 

gather, this Bill has got a three foie 
object :- 

(1) To authorise the Corpora-
tion to increase the limit of 
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loan to a single concern from 
Rs. 50 lakhs to Rs. 1 crore; 

(ii) to empower the Corporation to 
give loans to shipping com-
panies; 

(iii) to authorise the Corporation to 
borrow money from the Re-
serve Bank ; 

MR. DEPUTY CHAIRMAN : 
They are all in the Bill itself. . 

SHRI 0. SOBHANI : Sir, a few 
of those objects are very important ; 
Firstly the Corporation is seeking au-
thority to increase the limit of loans 
from Rs. 50 lakhs to a crore and next 
that the Government is now called 
upon to guarantee the borrowings of 
this Corporation. Sir, as we are res-
ponsible to our constituencies and not 
to the Treasury Benches, it is our 
duty to examine the provisions of the 
Bill very very carefully and if we find 
that during the last four years of its 
existence the Corporation has not 
been as careful as it should have been, 
or has been partial to some concerns 
or to some States, then, Sir, it is our 
bounden duty to say so without the 
slightest hesitation. 

One thing, Sir, that has given rise 
to a great deal of suspicion is the non-
disclosure of the names of the bor- 

' rowers and it was said in the House 
of the People that the Bankers' Books 
Evidence Act prevented the disclosure 
of these names. 

SHRI M. C. SHAH : It was not 
said so. 

SHRI 0. SOBHANI : Well, then 
I do not know for what reasons, the 
names of the borrowers have not 
been published. I find from the 

_balance sheet that the names of the 
Directors also have not been publish-
ed. Sir, I have been for over six 
years Secretary of the Industrial Trust 
Fund of the Government of Hyder-
abad and I may be permitted to refer 
to a report of that Fund and to say that 
before the publication of the Report 
in 1949-50 there used to be a sus-
picion in the minds of the public that 

things were not being managed pro-
perly or were being managed in the 
interests of particular industrialists. 
But after the publication of the Re-
port, public suspicion was allayed and 
the unkind things that were said be-
fore stopped. I have here in my hand, 
Sir, the Report of the Industrial Fund 
as on 1st April, 1950. We have given 
full publicity to the names of the 
hon. Ministers who were trustees of 
the Trust, the names of the Secre-
tary, the Legal Adviser of the Bank 
and the Auditor and the names of all 
the borrowers and the various purposes 
to which the income of this Trust 
was applied and also the industries, 
for the study of which scholarships 
were given in India, Europe and 
America. Sir, I may also be per-
mitted to refer to a statement here 
which shows that in 1929 this Fund 
was started with 59 lakhs of rupees. 
The Government gradually increased 
the corpus, by 1939, to a crore and 
from the income and earnings of the 
investments this Fund increased in 
1943 to fwo crores and ten lakhs and 
by the 1st of April 195o the Fund—
increased to 4 crores and 76 lakhs of 
rupees. Sir, the expenditure of this 
Fund was only about Rs. 75,000 a 
year. We have here a Fund of about 
Io crores and we are spending over 
3i lakhs of rupees. I think, Sir, 
that the expense ratio is very high in 
comparison to the income. It needs 
to be thoroughly scrutinised. Sir, I 
find that it is now proposed to take 
over the management of some of the 
industrial concerns, if the Corpora-
tion Directors so choose. I want to 
know, Sir, what would happen to the 
managing agents and the commission 
that, under the agreement between the 
company and the managing agents, 
was payable to the managing agents. 

Would that commission or allow-
ance be taken by the Corporation or 
would it be given up ? Sir, if I am 
permitted, I shall read a passage from 
the First Annual Report, on page 9 of 
the First Report, it is said :— 

"An analysis of the industrial concerns 
which have been sanctioned accommodation 
showing location province-wise is given in 
Statement " A ". 
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In the case of the 21 applications sanc-

tioned, the paid-up capital was Rs. 4,76,32,000 
while the amount of the loan applied for was 
Rs. 3,56,25,000, i.e., the amount applied for 
was less than the paid-up capital. 

In the case of the applications under 
investigation, the paid-up capital was 
Rs. 5,29,65,000 and the amount applied for 
was Rs. 4,88,38,000. 

In the case of the applications rejected, the 
proportion was otherwise. The total amount of 
paid-up capital in this case was Rs. 
1,08,49,000 and the amount applied for was 
Rs. 1,88,55,00o. In many cases, the paid-
up capital largely represented shares issued in 
payment of properties and assets transferred 
by the promoters to the Company at inflated 
values. " 

In the Second Report, on page 16, 
it is said : 

"Many concerns, it appears, are under-
capitalised relatively to the outlay required 
on their respective projects and have embarked 
on their schemes with inadequate resources. 
Whereas it might have been feasible during 
war-time for such concerns to be able to take 
advantage of the conditions of plethora of 
money then prevailing in view of the con-
tinned influx of purchasing power into cir-
culation and the restricted outlets for invest-
ment, this is not so under the present 
circumstances, and these concerns are 
experiencing difficulties, cn account of the 
inadequacy of their resources. It is obvious 
that in the case of these concerns borrowings 
on a large scale will aggravate and not relieve 
their difficulties. Whereas in the case of 
capital raised through the issue of shares no 
dividend need be paid nor is indeed expected 
by shareholders until the concern is able to pay 
its way, this is not so in the case of loans raised. 
On the capital raised in the form of borrowings. 
interest has to be paid from the day the rela-
tive loans are taken, apart from the amortisa-
tion provision necessary for the repayment 
of the loan. If the borrowings are dispro-
portionate to the company's own resources, 
the interest paid on the borrowings will un-
duly 

 
 strain the resources of the undertaking 

and by adding to its costs impair its compe-
titive capacity. As borrowings can normally 
be repaid only from profits made by the con-
cern, it will he obvious that such concerns will 
experience difficulty in repaying the loans 
taken. " 

Again, Sir, in the Fourth Report, 
on page 3, it is stated : 

"Most of the borrowers of the Corporation 
have been paying interest and instalments of 
principal on the due dates, but, in a few cases, 
extension of time had to be given." 

In the Third Report, I find no such 
mention of precautions taken by the 
Corporation in selecting the companies 
to which accommodation was gran-
ted. May I ask if the precaution that 
was exercised. in the first two years 
was relaxed in later years ? 

-Sir, I do not know if the establish-
ment of this Corporation includes a 
staff auditor. By a staff auditor, I 
do not mean Billimoria and Co. who 
audit the accounts of this Corporation. 
I mean an auditor on the staff, who 
examines the accounts of the borrow-
ing companies. When I was appointed 
Joint Secretary of the Hyderabad 
Government Industrial Trust, I put 
up a proposal to the then Trustees to 
appoint a legal adviser and a staff 
auditor. The Trustees appointed a 
legal adviser but could not see eye to 
eye with me as regards the necessity 
for appointing a staff auditor. Later, in 
1948, after the Police Action, the 
new Government appointed an inves-
tigating officer to go into the accounts 
of all the concerns that had been assist-
ed by the Industrial Trust. He had 
to employ a large staff to study the 
accounts of the various companies 
concerned and certain irregularities 
which had been committed by a few 
of the concerns were unearthed, which 
I submit, would not have been the case 
had we appointed a staff auditor to 
examine the accounts and to report to 
the Trustees whether the borrowed 
amounts were in fact utilised for the 
purp oses for which they were raised. I, 
therefore, make this suggestion to the 
Government to consider the necessity of 
appointing a staff auditor in this case. 

In this Bill it is provided that the 
number of Government directors 
should be raised from three to four. 
May I suggest that the Government 
should consider the desirability of 
having among these four nominees a 
Member of the House of the People 
and a Member from this House also ? 
I believe that one Member of the 
House of the People is already on the 
Board of Directors of the Corpor 
tion. 
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SHRI C. G. K. REDDY (Mysore) : 
Due to other qualifications. 

SHRI 0. SOBHANI : Whatever 
that may be, I think if two represen-
tatives are there representing both 
the Houses, we may be able to exercise 
some check on the working of the 
Corporation. 

During the debate in the House of 
the People it was disclosed that certain 
companies of which the Chairman 
of the Corporation was a Director had 
borrowed monies from the Corpora-
tion. I think, Sir, that if that dis-
closure had been made earlier, it would 
have avoided a lot of heat, suspicion 
and bitterness that came out in the 
debate. According to the Companies 
Act, under section 91 (a) it is common 
practice that every Director directly 
or indirectly interested is in any esta-
blishment or arrangement entered 
into by or on behalf of the company, 
discloses the nature of his interest at 
the meeting of the Directors. I am 
sure that the Chairman's interest in 
the borrowing companies must have 
been disclosed to his colleagues. If 
that were so, it was hardly necessary 
to make such a secret as far as the House 
was concerned. I hope such things 
would be avoided in future. 
3 P.M. 

In view of the suspicions that have 
been aroused, may I respectfully suggest 
to the Government to consider the 
appointment of a small Committee 
consisting of four or five members 
—three from the House of the People 
and one or two from here—to inquire 
into the working of this Corporation, 
so that the popular representatives 
may assure the Members of both the 
Houses that things are in order and 
that the interests of the tax-payers are 
being well looked after: 

As far as the power to increase the 
limit is concerned, all I can hope for 
is, that after obtaining the authority, 
the Government and the Board of 
Directors will see that the precautions 
that were taken by the Board in the 
first two years, namely, that the paid-
up capital of the company had to be 

more than the amount borrowed, will 
be taken and no loans will be made 
to companies which may later find 
themselves in a difficult situation. 

Sir, hoping that the suggestions 
that I have made will be borne in mind 
by the Government, I support the Bill, 
I feel that it is worthy of our 
support. 

SHRI H. N. KUNZRU (Uttar 
Pradesh); Mr. Deputy Chairman, when 
the Industrial Finance Corporation Bill 
was discussed in 1947, many Members 
who took part in the discussions that 
took place then, drew the attention 
of the Government to the desirability 
of helping small-scale industries and 
agriculture. But the Finance Minis-
ter Shri Shanmukham Chetty, in 
summing up the debate, expressed the 
opinion that the other Corporation 
would have to be set up in order to 
provide for the development of 
small industries and for providing 
credit for agricultural purposes. He 
said quite frankly that the Industrial 
Finance Corporation was meant only to 
provide the finance required for the 
development of the bigger industries. 
It is obvious, therefore, that the In-
dustrial Finance Corporation Act has 
been used for the purpose for which it 
was meant. But in common with 
other Members, I should like to know 
what place the activities of the Industrial 
Finance Corporation, occupy in rela-
tion to the Five Year Plan formulated 
by the Planning Commission. I 
think, my hon. friend who is piloting 
this Bill stated in the other House that 
the Corporation had not contented 
itself merely with helping old industries 
to modernise their plant, but had sanc-
tioned loans to the tune of 5.8 crores 
for new industries. Now, has any 
provision been made for these new 
industries by the Planning Commission 
in its Plan. If not, will not the Plann-
ing Commission and the Corporation 
come into conflict with one another in 
connection with securing the capital 
required for developing the industries 
My. hon. friend, the Deputy Minister 
in charge of the Bill has, I believe, not 
replied to any of the questions so 
far. 
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PROF. G. RANGA (Madras) : 
Mr. Parikh replied. 

SHRI H. N. KUNZRU : Whatever 
may be Mr. Parikh's views. I should 
like to have an authoritative reply 
from the Minister. 

SHRI C. P. PARIKH (Bombay) : 
Capital Issues Control Order is there. 

PROF. G. RANGA : He is an autho-
rity. 

SHRI H. N. KUNZRU: The Capi-
tal Control Order may be there. 
Have the industries that have been 
helped by the Corporation—whether 
old or new—been included by the 
Planning Commission in its Plan ? 
This Plan was published more than 
a year ago. Therefore, as new loans 
were made in the year 1950-51, it was 
possible for the Corporation to bear 
the Five Year Plan in mind. As 
regards the Capital Control Order, 
unless Government restrict the acti-
vities of the finance corporations in 
any particular manner, I doubt whether 
they can use that order to choke off 
any schemes that the Corporation might 
approve of. 

SHRI C. P. PARIKH: There will 
be no company according to the Ca-
pital Issues. 

PROF. G. RANGA : Why not the 
Minister answer it and be done with 
it ? 

SHRI H. N. KUNZRU : I suggest, 
Sir, that instead of depending upon 
this indirect control, Government 
should lay down the policy the Corpora-
tion should follow. The Act authorises 
the Government to ask the Corpora-
tion to follow the policy laid down 
by it, and where there is difference 
of the opinion between the Corpora-
tion and the Government with re-
gard to any matter, that is, where there 
is any dispute with regard to any 
particular matter whether it is a 
question of policy or not, it can be 
settled in the manner prescribed in 
the Act. I think therefore, as I have 
already said, that the Government  

should tell us whether it has laid down 
any policy that the Corporation should 
follow in future or whether it depends 
entirely on the control that certain 
enactments enable it to exercise to 
determine the activities of the Corpora-
tion. 

Another point on which I should 
like to have information is how the 
State Financial Corporations Act has 
been used. The purpose of this Act 
admittedly was to provide finance for 
all those small scale industries and 
agriculture with which the State 
Governments are particularly concer-
ned. The Act was passed by the Cen-
tral Government. I hope therefore 
that the hon. Minister in charge of 
the Bill will be able to tell us to what 
extent the State Financial Corpora-
tions Act has been used in order to 
supplement the assistance given by the 
Industrial Finance Corporation Act 
for the economic development of the 
country. 

My next point refers to the power 
proposed to be given to the Bank to 
supplement its resources from loans 
from the International Bank for Re-
construction and Development. It 
;s stated in the latest report of the Cor-
poration that while till February 1952 
the rate of interest charged was 51% 
with a rebate of II-% if the interest 
and instalment of the principal were 
paid in due dates, the rate of interest 
had been raised since then to 6%, 
the rebate for punctual payment re-
maining unchanged. If at the present 
time the Corporation has to charge as 
high a rate of interest as 6%, 
what will be the situation after it 
borrows money from the International 
Bank ? I believe that the loans so 
far negotiated by us with this Interna-
tional Bank for Reconstruction and 
Development bear an interest of 41%. 
I suppose therefore that the Industrial 
Finance Corporation will have to pay 
interest at the same rate on any loan 
that it may be able to obtain from the 
Bank. Will not the rate of interest, 
therefore, rise further ? The question 
assumes all the greater impor-
tance when it is remembered that the 
dividend on the share capital which 
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has been guaranteed by the Govern-
ment cannot be paid by the Corpora-
tion from its own profits. This year 
the Central Government has had to 
pay 3 lakhs to enable the Corporation 
to pay the dividend fixed by the Go-
vernment to the shareholders. In all 
uptil now the Government have had 
to pay on this account amounts to the 
tune of 127 lakhs. If the rate of in-
terest from the Bank is as high as 41%, 
will a rate of interest of 6% or even 
7% be regarded as sufficient by the 
Corporation? Again I would like to 
know what the effect of large borrowings 
from the International Bank for Re-
construction and Development will 
have on the bank rate in India. Ac-
cording to the Planning Commission's 
Report I think we have obtained loans 
so far to the tune of 13o crores. I 
don't remember whether all this money 
has been obtained from the Interna-
tional Bank for Reconstruction and 
Development or from the Bank and 
from other sources. But if the plan 
is to be carried out, a large sum of 
money will be needed which cannot 
be provided in this country. I am 
speaking on the basis not of the report 
that was presented yesterday but of 
the report that was circulated to some 
Members of Parliament some time 
ago. According to that report the full 
execution of the plan requires foreign 
loans to the extent of about 200 crores. 
If we borrow all this money, what will 
be the effect of it on our own bank 
rate ? It has already been raised from 
3 to 3i% and it was explained that 
this was done in order to reduce the 
inflationary pressure that existed. 
If the Bank rate is raised further, 
then in the present condition' of the 
market it may check the development 
of industries by making the provision 
of the capital required also for the re-
habilitation of the existing industries 
or for the starting of new industries 
particularly in the private sector more 
difficult. One of the amendments in 
the Bill enables the Corporation to 
serve as the agent of the Government 
and the International Bank for Recons-
truction and Development for the 
supervision of the loans granted by 
them direct to the industries. I 
would like to know whether it is inten- 

ded to make use of the Corporation in 
connection with the execution of the 
industrial section of the Five Year 
Plan. Is it proposed that loans for 
new industries or for any other in-
dustrial purposes taken into account 
by the Planning Commission should be 
paid through the Industrial Finance 
Corporation and that the working of 
the new concerns should be supervised 
by the Corporation ? If this responsi-
bility is intended to be thrown on the 
Corporation, it may have to be con-
siderably strengthened in order to 
undertake this heavy task. It is 
certainly desirable that Government 
should take steps to see from time to 
time that the assistance given by it is 
used for the purpose for which it is 
given and that the concerns to which 
it is given are managed with all possible 
efficiency but is the staff and is the 
strength of the Corporation sufficient 
for this purpose ? It may be sufficient 
in the limited sphere in which the Cor-
poration has worked so far. 

But if it is to be charged with more 
onerous duties, we should like to know 
how Government propose to streng-
then it to enable it to cope with the 
new demands that would be made on 
it. Under the Industrial Finance Cor-
poration Act, the maximum loan that 
can be advanced to any one concern. 
is Rs. 50 lakhs and it is now proposed.• 
to raise this limit to Rs. 1 crore, 
and to allow the Corporation to exceed 
even this limit of Rs. I crore, if the loan 
is approved or guaranteed. 

SHRI M. C. SHAH : If it is guaran-
teed. 

SHRI H. N. KUNZRU : If the loan 
is guaranteed by Government, this limit 
of Rs. 1 crore can be exceeded. I have 
no objection to the limit being raised. 
If we want, for instance, that various 
machine tool industries should be-
started in this country, it is obvious 
that we shall have to give assistance in 
a large measure to achieve our purpose. 
But we have to bear in mind that not-
withstanding the staff at the disposal of 
the Corporation and the care that it 
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doubtless exercises in giving loans, 
there are several concerns that have 
not been able to repay the capital or 
pay the interest on the money advanced 
to them, on due dates. Our atten-
tion has been drawn to this by Lala 
Sri Ram, the Chairman of the Cor-
poration, in his letter to the Minister 
for Revenue and Expenditure. He 
points out there that the two concerns 
in which he is interested have been 
able to meet their liabilities punctually, 
along with a few other concerns but 
there are as many as thirteen firms 
that—to use his own words " have de-
faulted". I should like to know what 
is the exact position in respect of these 
thirteen concerns. But whatever their 
position may be, it is desirable for us 
to exercise great caution in exceeding 
the limit of Rs. r crore, when we see 
that notwithstanding the scrutiny to 
which plans are subjected by the te-
chnical experts of the Corporation and 
the care with which new loans are 
given, a large number of firms have 
not been able to meet their liabilities 
punctually. I suggest, Sir, that when 
at least the limit of Rs. r crore is ex-
ceeded, the names of the concerns to 
which the loans are advanced ought to 
be made public. Much has been 
said about the duty of the Corporation 
not to divulge the names of the borr-
Owers. I think that in the public in-
terest it is desirable that at least in 
certain cases the names of the borro-
owers should be disclosed. I do not 
think that any harm would be done. 
The firm that will approach the Cor-
poration will do so not for temporary 
assistance to stave off bankruptcy, but 
in order to develop their activities. 
It should not, therefore, be a matter 
of disgrace to any concern that ap-
proaches the Corporation for financial 
assistance to have its names disclosed 
to the public. No stigma can possibly 
attach to any company that asks the 
Industrial Finance Corporation to lend 
it Rs. 5o or Rs. 6o lakhs. The Cor-
poration has been established for this 
purpose, and a firm that can provide 
the necessary guarantee is entitled to 
approach the Corporation for the 
assistance that it cannot get from any 

other source. I think, Sir, that I may 
say without casting any aspersions on 
the Corporation or on the Finance 
Ministry that it is desirable in the 
public interest that when the limit of 
Rs. i crore is exceeded, the names of 
the borrowers concerned should be 
made public. 

Another point to which I should like 
to refer is the amendment of section 
34 of the Act. Now, this section 34 
enables the Government to appoint 
the auditors to audit the accounts of 
the Corporation. Two auditors have 
to be appointed, and this section 34 
empowers the Government to appoint 
both the auditors. But it is now pro-
posed to allow the Corporation to 
appoint one of the auditors, the Central 
Government retaining the power only 
to appoint one auditor, but in consul-
tation with the Comptroller and Auditor 
General. We are told that this has 
been done in order to bring section 34 
in line with section 37 of the State 
Financial Corporation Act. Tl-ere it 
is undoubtedly provided that Govern-
ment will appoint only one auditor. 
But why was it necessary to alter the 
provisions of section 34 in order to 
secure uniformity between the arrange-
ments made for the audit of the 
accounts of the Industrial Financial 
Corporation and of the State Financial 
Corporations ? I see no compelling 
reasons for bringing about uniformity 
between the auditing arrangements of 
these Corporations. What was needed, 
Sir, was that the Comptroller and 
Auditor General should be brought 
into the picture, and that could have 
been done by amending the Act in a 
different way, not by giving up the 
power to appoint one of the two 
auditors. While I am glad that the 
Comptroller and Auditor General will 
be consulted in regard to the appoint-
ment of one of the auditors, I am not 
satisfied with this arrangement. I see 
no reason why the Comptroller and 
Auditor General should not be made 
responsible for auditing the accounts 
of the Corporation. 

The shares of the Corporation are 
guaranteed by the Government both 
in respect of the repayment of the 
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capital and in respect of the payment 
of the dividend. Similarly, the bonds 
and debentures issued by the Corpora-
tion are guaranteed by the Govern-
ment of India. Practically, it is Go-
vernment money or money obtained 
on the guarantee of the Government 
that is being used by the Corpora-
tion. I think, therefore, that it is 
but proper that the accounts of the 
Corporation should be audited by the 
Comptroller and Auditor ' General. 
It does not seem to me to be enough 
to appoint one auditor in consultation 
with the Comptroller and Auditor 
General. 

Lastly, Sir, I should like to refer 
• to the question of nationalisation. 

I have already pointed out the res-
ponsibility that Government bear in 
connection with the capital of the 
Corporation and the bonds and deben-
tures issued by it. Now, if the res-
ponsibility is really that of the Govern-
ment, what is the advantage in having 
a Board of Directors ? Why should 
not this body be nationalised and if it 
is desired to obtain the assistance of 
industrialists and men of business, 
it can be secured by the Government 
even after nationalisation of the Cor-
poration. I venture to think that if 
the Corporation were nationalised some 
of the provisions of the Act would 
become simpler. I know, Sir, that 
the question of nationalisation that I 
have raised, refers to many other bo-
dies set up by the Central Legislature. 
It applies, for instance, to the Res-
serve Bank, but the fact that it can be 
raised in connection with other bodies 
ought not to deter us from considering 
the propriety of nationalising the Cor-
poration. 

SHRI B. C. GHOSE : Reserve Bank 
is nationalised.  

for new industries by the Corporation 
has actually been used for that pur-
pose. We know that all the loans 
sanctioned by the Corporation have 
not been made use of by the bodies 
to which they have been granted. 
I should, therefore, like to know 
whether the sum of Rs. 5.8 crores 
mentioned by the hon. Minister in 
charge of the Bill as representing the 
amount provided by the Corporation 
for new industries is the sanctioned 
amount or the disbursed amount. If 
it is the sanctioned amount, we should 
like to know to what extent it has been 
made use of to start new industries. 

DR. SHRIMATI SEETA PARMA-
NAND (Madhya Pradesh): Sir, most of 
the points have been mentioned 
here and if one wanted really to keep 
to the scope of the amendments, there 
should not be very much more to say, 
but, as occasions like this can be used, • 
in the words of the hon. Minister him-
self, "to go into the working of the 
Corporation, to consider improvements 
and also its usefulness in the sphere 
of India's development," they must 
be used for giving expression to what 
the representatives of the people feel 
in regard to matters which though not 
necessarily pertaining to the amend-
ment, will enable the Ministers to make 
improvements whenever an occasion 
presents itself. 

Sir, I feel that four or five more things 
could be considered for improve-
ment. One is that, as the object of 
this Corporation is to give an impetus 
to new industries and to people who 
have not much money, people who 
have more than two or three very well 
established concerns should not ordi-
narily be given any assistance when 
there are others who have only one 
industry to run and who require money, 
being small financiers. 

I would mention, Sir, for instance, 
there are people in the industries of 
cloth, steel and sugar who have plenty 
of money, who should not ordinarily 
be given money, because they are big 
financiers, while there are others who 
have not enough money and who re-
quire it. 

SHRI H. N. KUNZRU : It was 
raised in that connection and we have 
succeeded there and I see no reason 
why this body should not be nationa-
lised similarly. It can be nationalised 
without losing the services of experi-
enced businessmen. 

Lastly, Sir, I should like to know 
to what extent the money sanctioned 
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I feel that possibly, at a later stage, 

if not today, with a view to nationalis-
ing industry gradually, Government 
should insist on having certain shares 
in these private concerns when they 
require a large amount of money say 
Rs. to or Rs. 15 lakhs as that would 
be a gradual way for Government to 
get control of industries and nationalise 
them. Then, similarly, if possible, it 
should not be a custom to give money 
to concerns which are well established 
for over to or 15 years because it should 
be the duty of such industries and 
concerns to stand on their own feet and 
not to draw on the limited resources 
of Government which have to be really 
directed to helping the people of limi-
ted resources who require funds for 
developing their industries. 

Secondly, I would like to suggest 
that as Government should be able to 
control the policy of concerns to which 
it gives money, Government should 
lay down a condition that they should 
run their concerns on modern lines, 
that is, as in Western countries, main-
tain research laboratories. Most of 
our concerns in India, including mills 
and others do not maintain a research 
laboratory while it is common know-
ledge that in the Western countries so 
many of the new discoveries in the 
particular trade have been possible 
through these laboratories maintained 
in fact like a scientific research labora-
tory. People who have money a lot 
of money, try to economise on these, 
out of a shortsighted policy, and refuse 
to maintain a research laboratory. 
I would mention the case of our oil 
industry. Take for instance the Vanas-
pati industry. They should really 
have modern laboratories to help them 
to show how their Vanaspati contains 
all the vitamins. As there is no com-
pulsion in this respect, they try to open 
for mere show—I do not know whe-
ther by legislation it is necessary for 
them to have it—a laboratory, run 
it for a short while, and then, as a meas-
ure of economy, close it down. 

Then, Sir, there are 2 or 3 points 
which have already been mentioned, 

but I would like to touch them again 
not because they are new but only to 
make it clear to Government how 
the Members of this House feel in this 
respect, namely, the appointment of a 
Government Managing Director, and . 

 secondly the disclosure of names of 
borrowers. As pointed out by the 
previous speaker, Pandit Kunzru, I do 
not think the only intention in not 
revealing .  the names would be the 
possible disclosure of the bankruptcy 
of the borrowers. Such disclosure also 
makes it difficult for the borrower to get 
credit in the market by making it 
appear that the particular borrower 
has not enough credit to expand his 
industry. The result of disclosing 
these names would be that it would not 
be possible for the Corporation to 
give loans only to a certain group of 
financiers, but there would be a more 
equitable distribution of the Corpora-
tion's funds. 

The last point is that Directors or 
those concerned with the Corporation 
or their relatives should not be borr-
owers from the Corporation. 

SHRI KISHEN CHAND (Hydera-
bad) : Mr. Deputy Chairman, I am 
surprised that very often we go on 
multiplying intermediary agencies and 
thereby increase the cost of any facility 
that is given to industry. It has been 
pointed out by several speakers that 
the management cost of this Industrial 
Finance Corporation is Rs. 3i lakhs, 
but I would like to point out that the 
cost is nearly Rs. 6 lakhs at present. 
If the profit and loss account is seen, 
it will be clear to anybody that out of 
an expenditure of Rs. 24/ lakhs, 
Rs. 18i lakhs is given as interest, and 
the remaining amount relates to items 
of expenditure. That is to say on an -
investment of Rs. 7 crores, we are 
spending Rs. 6 lakhs which is, nearly 
one per cent. At present the expen-
diture is one per cent., but in this 
very report you will find that the Cor-
poration has purchased a plot of land in 
Parliament Street, New Delhi, for 
building its on premises. When 
these buildings are ready, they will 
probably cost the Corporation about 
Rs. 6o lakhs. Naturally with a big 
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building they must have more clerical 
staff, more supervisory staff, and so 
on, and I am sure that within two years 
the cost of this Corporation will go up 
to about Rs. 15 lakhs including de-
preciation on the huge building that 
it is going to own very shortly. And 
who pays this Rs. 6 lakhs which is being 
spent at present and the Rs. 15 lakhs 
which is going to be spent in future? 
It is naturally the borrower, and this 
will be an added burden on industry. 

It has been pointed out by several 
speakers that in other countries the 
Central Bank, the apex bank, is entrust-
ed with this task also. The Reserve 
Bank of India has served the country 
very well. It has built up a reputation 
for itself, and I am sure all Members 
of this House have got the fullest 
confidence in the management of the 
Reserve Bank. Supposing this task 
had been entrusted to the Reserve 
Bank, they could have done it very 
easily. The Reserve Bank deals with 
about Rs. 500 crores in the banking 
department, and it could have easily 
lent Rs. 20 crores to industry. And 
if it was to charge 5 per cent. interest, 
the country would have earned nearly 
Rs. 90 lakhs or a crore of rupees. And 
as the Reserve Bank is a national 
institution, all that money would have 
come to the Government. Instead of 
that, what are we doing now ? We 
are paying a minimum guaranteed 
interest of 21 per cent., and even for 
paying that 2f per cent., the Govern-
ment has had to contribute so far 
nearly Rs. 24 lakhs. And the future 
prospect is not much brighter, because 
with the present funds the total lending 
of this Finance Corporation will 
be about Rs. to crores. At present 
its assets are Rs. 5 crores as share 
capital and Rs. 5,80,00,000 as bonds 
—that means Rs. to crores and odd. 
Supposing that the entire amount is 
utilised, its earnings at 51 per cent. 
will be about Rs. 55 lakhs, and with 
the added expenditure it will never be 
a paying proposition. 

The Government of India will al-
ways have to contribute something to 
it. Instead of that, if we had entrust-
ed this work to the Reserve Bank,  

we would have saved all this expendi-
ture and given more money at a chea-
per rate to the industry. , 

We are going to have State Finance 
Corporations also. There are going 
to be about 16 State Finance Corpora-
tions. We do not see why we should 
have so many agencies. Why can't 
we arrange that all loans of one lakh 
of rupees and over be given by the 
Reserve Bank ? And thus there need 
not be any Industrial Finance Corpora-
tion of India as the present Industrial 
Finance Corporation could be merged 
into the Reserve Bank. At present 
the Reserve Bank is giving credit to 
rural societies and co-operative banks 
for financing rural schemes. Similarly, 
they could have a branch for the finan-
cing of industries. 

Further, Sir, this amending Bill is-
being introduced in order to borrow 
money from the World Bank. The 
World Bank is going to advance money 
at 5 per cent. interest, and the Cor-
poration is advancing to industry at 
6 per cent. with half per cent. reduction 
for proper repayment, that means, 
at 51 per cent. net  rate of interest. 
Our expenditure is 11 per cent. There-
fore, if we borrow from the World 
Bank at 5 per cent. and spend 12 per -

cent. on expenditure our net cost will 
be 61 per cent. while we will be earn-
ing 51 per cent. That means that this 
Industrial Finance Corporation will 
lose one per cent. I do not see any 
reason why we should be in a hurry 
for borrowing from every possible 
source. 

It has been pointed out, that there 
are no political strings attached to any 
borrowings from the World Bank. 
But we know, Sir, that there is always 
a different type of relationship between 
a lender and a borrower and then this 
World Bank advances money after 
a very careful scrutiny. Its experts will 
come to our country, scrutinise every 
industry in our country, its location, 
its potentialities. Then further, it 
gives loans for specific purposes. So 
every year we will have a team of ins-
pectors coming to our country and 



1235 Industrial Finance Corporation" [COUNCIL ] (Amendment) Bill, 1952 	1236 

[ Shri Kishen Chand. ] 
seeing whether the loan has been pro-
perly utilised for the specific purpose 
for which it was granted. Do we 
want, Sir, a continuous inspection 
and is it in conformity with the prestige 
of this country that we should have 
inspectors of the World Bank fre-
quently coming to our country and 
studying our industrial progress and 
even controlling and guiding it ? I 
think, Sir, that with the resources of our 
Reserve Bank at the disposal of the 
country, this small paltry amount of 
15 or 20 crores, which is needed by 
the industry, can be easily given by the 
Reserve Bank and there is no need 
of our borrowing from the World 
Bank. 

And now coming to the Bill, it has 
been pointed out by several speakers 
that after all, this Industrial Finance 
Corporation was started with the object 
of the implementation of the Five 
Year Plan in the private industrial 
sector. I do not find any sort of co-
ordination between the Five Year 
Plan and the workings of this Indus-
trial Finance Corporation. As has 
been pointed out by several Mem-
bers, the distribution of these loans is 
concentrated in two major States—
the State of Bombay and the State of 
West Bengal. Due to the coming of 
Britishers in this country, the port 
towns and the States connected with 
the port towns have developed com-
mercially and industrially far ahead 
of the rest of our country. The 
Bombay market can easily get any 
amount of money for the industry 
either in the shape of share capital 
or in the shape of debentures. Simi-
larly, in the Calcutta market any in-
dustry can get any amount of capital 
from the bazar. But in the backward 
areas it is very difficult to find inves-
tors. If we go through this list, we will 
,find that there are some States which 
have only got one loan in the whole 
period of four years. For example 
Madhya Bharat—which has got only 
one loan of 3i lakhs. Now, Madhya 
Bharat is the most backward 
place. 

PROF. G. RANGA : Something 
more for Madhya Bharat. 

SHRI KISHEN CHAND : I do not 
come from Madhya Bharat, and the 
hon. Member need not think that I 
am trying to defend Madhya Bharat 
for that reason. But if you see the list 
as supplied, this State of Madhya 
Bharat has got a single loan of 3i 
lakhs till 3oth June 1952. It is 
the most backward State and yet 
has been given the least ' amount, 
even though it has immense mineral 
resources to be tapped. Hyderabad 
also gets only one loan of 40 lakhs to a 
sugar mill. That sugar mill is mostly 
owned by the State and I do not see 
any reason why a loan should be grant-
ed to it. The other mill has proved 
a complete failure and if any loan has 
been granted to it, it will simply 
go down the drain. There are similar 
other cases. My object in saying this 
is that there should be some sort of 
co-ordination. This Corporation 
should be run for the purpose of deve-
loping basic key industries in back-
ward areas, and its activities should be 
co-ordinated with our Five Year Plan, 
but from this report I do not see any 
sort of co-ordination. I would submit 
that the hon. Minister should recon-
sider the whole question in this 
light. 

Secondly, it has been pointed out 
by almost all the Members that there 
is no secrecy involved. It is a well-
known fact that every limited concern 
has got to publish its balance sheet, 
and when a loan is going to 
be repaid in ten years' time, 
naturally year after year this will 
appear on the liability side of the 
balance sheet when the company 
can publish 	its balance sheet 
year after year 	showing the 
loans taken from the Industrial 
Finance Corporation. I do not see any 
reason why any abrogation of the se-
crecy clause would be involved if we 
disclosed the names of the borrowers. 
It may be true that the reputation of 
the applicants whose applications have 
not been sanctioned will be affected. 
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But the House is demanding that the 
names of the parties who have been 
granted loans should be disclosed. 
As far as that is concerned, I do not 
see that there is any abrogation of the 
secrecy clause. With these few words, 
I submit that this Bill should be 
amended. 

SHRI C. G. K. REDDY : There are 
a number of speakers who want to 
speak. I would suggest that discussion 
may go on for the whole day. 

MR. DEPUTY CHAIRMAN : I 
hope we will be able to finish it to-
day. 

SHRI M. C. SHAH : Should my 
reply be made today or tomorrow, 
Sir ? 

MR. DEPUTY CHAIRMAN : 
How long would you take ? 

SHRI M. C. SHAH : At least an 
hour. So many points have been 
raised and so many Members have 

. spoken and so many explanations have 
beer, asked that I do not think that I 
will be able to finish in less than an 
hour. 

MR. DEPUTY CHAIRMAN : You 
can begin today and end tomor-
row. 

SHRI C. G. K. REDDY : It is not 
possible. 

SHRI M. C. SHAH : I will start to-
day. 

SHRI GOVINDA REDDY : Sir, I 
wish to give my support to this Bill. 
No Bill, which has come before the 
Parliament, has been under such heavy 
fire as this Bill, and the searchlight of 
criticism has been focussed on the 
management of the Industrial 
Finance Corporation and especially on 
the Chairman. I believe Government 
is in full accord with the opinions 
expressed here by many of the hon. 
Members that whoever occupies that 
place, a place of trust and responsibili-
ty, should be above board. The suc-
cess of any institution and much more  

of a Finance Corporation of this nature 
depends upon the ability, integrity and 
the sense of duty of the person who is 
in charge of the administration of that 
institution. This institution, Sir, is 
entrusted with large funds and heavy 
responsibility and therefore it is but 
proper that everybody should see that 
the person who is in the office of mana-
ging and disposing of the resources of 
the institution must be a man of the 
highest integrity. 

Well, in this particular case, Sir,- 
I believe the Government have not 
made an unwise choice. The pers on 
who occupies that place commands 
as far as I know, a high regard in 
business circles. It is very difficult 
in a thing like this for the Government 
to find one who can be of greater in-
tegrity than the Chairman of this 
Corporation. But, Sir, there is this 
thing that if that gentlemen happens to 
be in the field of industry or business, 
he cannot help being in the position of 
linking himself to other institutions or 
business concerns. As is disclosed in, 
the debate in the Lower House, he is 
concerned.  with two of the industrial 
concerns which have received financial 
assistance from this Corporation. I 
do not see what the Government could 
do in this matter. It was for the gen-
tlemen concerned not to have allowed 
any assistance to the two concerns to 
be given as long as he occupied the 
place. But the Government cannot 
own any responsibility on such a matter. 
For all that we know, it may be that 
these concerns got the financial assis-
tance not because the Chairman was 
there, but because they may be quite 
deserving of the financial assistance. 
But because he was concerned with 
them, it would have been better if the 
assistance was not given to it only on the 
ground that he was there as the Chair-
man. It is a matter of recognized 
public policy that any person in charge 
of adm inistering funds in a Corpora-
tion should not as far as possible be 
involved in concerns in which he has 

terests 

The other point which I shall refer 
to is that the industrial Finance Cor-
poration is functioning mostly as a 
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bank and not as a Financial Corpora-
tion. In all the countries which have 
such a Corporation as this except 
for example, in the United States of 
America, the Corporation has a very 
limited field. There is in these, bodies 
purposive, directed effort of approach 
in rendering financial assistance. For 
instance, in U.K., the President of 
the Board of Trade and the Chancel-
lor of the Exchequer sit together and 
decide upon a line of industries which 
needs financial assistance or which 
needs development in a particular 
sector of industry which needs deve-
lopment and then they lay down a 
policy and advise the Corporation to 
pursue that policy. This point was 
touched upon by hon. Shri Kunzru. 
It is a very important point. The 
object of the Finance Corporation is 
not all to lend the money. It is not the 
purpose of the Corporation. It is to 
develop the industry and in a welfare 
State like ours, which is on the threshold 
of industrialisation, it is but necessary 
that the Corporation should have limi-
ted its efforts and its resources to a 
planned assistance. Well, Sir, the 
annual report of the concern which 
has been furnished to us very kindly 
by the Minister, does not disclose any 
planned administration or disposal 
of the funds. 

4 P.M. 

On the other hand a charge could 
very justifiably be laid at their door 
that they have rendered assistance to 
that section of the industry which least 
deserved it. For instance the greater 
part has gone to the textile industry 
which is the most developed industry 
in India and which did not need any 

' financial assistance. The trend of 
events in India also favoured the Textile 
trade and they were not in the losing 
way at all. They belong to that sec-
tion of the industry which least deser-
ved financial assistance but I find that 
the greater portion of the financial res-
ources have been spent on this branch 
of the industry. There is another 
industry—the sugar industry—which 

-has been referred to. There is also 

the oil industry. I don't know if I 
am wrong but I feel the oil industry 
does not need financial assistance as 
the oil mills are fairly well off. There 
are such things which show that the 
Board of Directors of this concern have 
not been planning to dole out their 
assistance. The very annual report 
that is given to us is of a very limited 
nature giving us rationed informa-
tion. It is just like a catalogue. We 
wish we had more information to get , 
an inkling into the working of the 
Directorate as to whether they had any 
plan before it. It appears from this 
report as well as from what has happen-
ed that the Government also have not 
given any directions to the Corpora-
tion with regard to the disposal of the 
funds. I wish Government had laid 
down a policy and then determined the 
particular sector of industry which this 
Corporation was to administer assis-
tance. Most of the clauses of this 
amending Bill are not in dispute. 
Therefore, I would like to refer to only 
one particular clause, viz, Clause 30 (e) 
of which I am not sure of the legal 
position. This clause comes into opera-
tion where an industrial concern 
which has borrowed from the Corpora-
tion fails to pay back the debt and for 
that reason the Corporation takes over 
the management of that concern. 
In such a case, it is provided here that 
no resolution which the shareholders 
may pass will be approved unless they 
are approved by the Corporation. and 
then they are not entitled to elect their 
Directors and that no proceedings for 
winding up will take place without 
the approval of the Corporation. I 
do not know if this is a correct legal 
position. I want to be assured by the 
Minister that it is so. Here also there 
are shareholders in the Corporation. 
According to the Indian Companies 
Act the shareholders have certain rights. 
The shareholders will not be privy to 
any contract which the management 
may enter into when contracting loans. 
The shareholders have a right to elect 
the directors and unless they waive it 
and as long as the Statute provides for 
their rights and the Memorandum of 
Association of that particular company 
also provides, nobody can deprive 



(Amendment) Bill, 1952 	1242 T241 	Industrial Finance Corporation [ 9 DEC, 19 52 ] 

them of their rights. Then the share-
holders can pass any resolution. This 
clause disentitles them to pass any reso-
lution. I wish to know whether 
this clause overrides the Companies 
Act.  

SHRI P. T. LEUVA (Bombay) : 
Section 3oE provides for that. 

MR. DEPUTY CHAIRMAN : He 
is referring to it and he wants to 
know whether it is correct. 

SHRI GOVINDA REDDY : Though 
the.hon. Minister says so, I am not so 
sure of the position. I would like to 
know from the hon. Minister if any 
question has arisen and decided upon. 
Unless there is a decision of a court, 
I do not believe we can sustain this 
provision. 

SHRI B. C. GHOSE : Has the hon. 
Member seen section 3oE (2) ? 

SHRI GOVINDA REDDY : I don't 
say that it is ultra vires. I want to 
know if it overrides the Companies 
Act—the relevant portions of that 
Act. 

SHRI M. C. SHAH : It is in super-
session of certain sections of the Indian 
Companies Act and the articles of 
association or Memoranda. 

SHRI GOVINDA REDDY : I want 
to know whether the shareholders of a 
limited company which is incorpora-
ted according to the Indian Com-
panies Act lose their rights simply 
because we provide this clause in this 
Act. 

SHRI M. C. SHAH : Yes. 

SERI GOVINDA REDDY : I 
am not sure of that position. I am 
very doubtful of that position and that 
is a point which I would like the 
Minister to go into if he is r c,t sure of 
the position. 

SHRI M. C. SHAH : I am sure of 
the position because the previous 
Parliament had already passed it in 
the Sholapur Spinning and Weaving 
Mills Special Provisions Act and the 
Sholapur Spinning and Weaving Mills 
was taken over by the Government and 
after taking over all these things were 
made in that Act. This is a Central 
Act and the Central Act can supercede 
certain sections of other Acts. 

SHRI GOVINDA REDDY : Even 
without amending the Indian Com-
panies Act ? 

SHRI M. C. SHAH : Yes. 

SHRI GOVINDA REDDY : Yes, 
I have 30E (2). But that is a 
provision made here. And the Indian 
Cornnanies Act is an independent 
Act. Will it override that provision 
unless there is an amendment in the 
Indian Companies Act ? That is exact-
ly my point. 

The other question I would like to 
refer to is the question of nationalising 
this concern. I do not know whether 
there are any difficulties in the way of 
Government nationalising this con-
cern. I can see one difficulty, and 
that is the difficulty of providing fin-
ance. I agree that the Government is 
hard pressed for finance. But I do 
not think that Government would dis-
pute about the very objective of na-
tionalisation. It would be desirable to 
nationalise such an institution as this, 
particularly in the stage of industrialisa-
tion in which we are today. I agree 
finance may be a difficulty. Whatever 

1  the difficulties, even of finance, I would 
lend my support to the question of 
examining the possibilities of nationali-
sation, because as the hon. Member, 
Shri Ghose was pointing out yester-
day, although this Corporation is 
a statutory body. Government takes 
full responsibility for its liabilities and 
Government also in a way, is directing 
its policy and also finding out res-
ources for it. Therefore, when it is doing 
almost the entire work of the Corpora-
tion, unless it wants to use it as an 
agency for building up industries, the 
Government would do well to think of 
nationalising this institution. In fact, 
in all the countries to which I have 
referred in my speech, except in the 
U.S.A. the corporations are functtion 
ing as the agencies of the govern me 
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this country from which blessed 
gory we are divorced. 

[ Shri Govinda Reddy. ] 
It would be worth while for Govern-
ment to examine this question of na-
tionalising of the Corporation. 

With these few words, Sir, I support 
the Bill. 

SHRI C. G. K. REDDY : May I 
submit, Sir, that there are several 
speakers, including myself who are 
very anxious to take part in this debate 
and so I most humbly submit that it 
would not be possible for the hon. 
Minister to reply to the debate today, 
especially in view of the fact that he 
has not thought it prudent to refer 
this matter to the Business Advisory 
Ce mmittce for fixing the various stages 
of the Bill. I would therefore, most 
respectfully submit that the extension 
of tme should not be restricted, es-
pe c'ally on this important measure. 

MR. DEPUTY CHAIRMAN: Mr. 
Reddy, this Bill hcs been debated 
for two days and  

SHRI C. G. K. REDDY : Sir, I can 
assure you.. .... 

MR. DEPUTY CHAIRMAN : 
And if Ion. Members will please avoid 
repetitions we can  

SHRI C. G. K. REDDY : Certainly 
Sir. 

MR. DEPUTY CHAIRMAN : If 
hon. Members avoid repetitions, we 
Scan, I think, finish the debate today. 
You can leave it to me. 

SHRI M. MANJURAN (Travancore-
Cochin) : Mr. Deputy Chairman, it 
is said that beauty is half revealed and 
half concealed. Judged by this test, 
this amending piece of legislation, with 
parts of information concealed from 
the representatives of the people of 
Ir dia and parts revealed, seems to be a 
rare object of beauty. 

SHRI GOVINDA REDDY : Beauty ? 

SHRI M. MANJURAN : Beauty. 
But the enjoyment of this beauty seems 
to be bestedin the vested interests of 

Well, Sir, I thought there was 
Shri Ram of Ayodhya in ancient days 
who was so sensitive to public opinion 
that at the whispering regarding the 
chastity of his wife, he abandoned her. 
National representatives in two Houses 
of Parliament have protested in the 
most vehement manner in order to 
elicit certain information with regard 
to the growth of the industrialisation 
of this country which is of essential 
importance and yet Government could 
not divulge it because the present 
Shri Ram is embraced by docile Minis-
terial wives. I am sorry, Sir, this 
Government has such kind of character 
which wants to protect corruption in 
every institution. When we were 
debating the Bill for prevention of 
corruption, we said that it was in the 
Government ; now, in the quasi-
Government institutions you find still 
greater corruption and, perhaps, Gov-
ernment will say that it is a national 
character and the nation is a very 
dishonest nation. Now, it is stran-
ge. We want to take away this bad 
propaganda spirit of the Government. 
We want the Government to lay before 
the representatives of the people vital 
information regarding the progress 
and prosperity of this country. If they 
refuse to do it, it will be our purpose to 
go and explain to the people outside 
that this Government has failed to 
protect the peoples' interests, and ask 
them to launch agitation against the 
Government for withholding informa-
tion and make this Government for 
once understand that it is not a few 
capitalists alone who would be protect-
ed but the people at large whose in-
terests are concerned in the Corpora-
tion. 

Well, Sir, this Corporation is not 
subscribed to by any of the private 
industrialists who are taking advantage 
of the Corporation. The Government 
of India subscribes to it, the Reserve 
Bank of India subscribes, the poor 
policyholders of the insurance com-
panies subscribe to it and the co-
operative banks subscribe to it. Who 

1244 
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are these stalwart champions of pri-
vate industries who get monetary ad-
vantage from such a Corporation ? 
Who are advocating for them and what 
are their rights even under this con-
stitution of this Corporation to which 
they do not subscribe a single pie ? 
I consider myself equally entitled in 
this matter because like them I also do 
not subscribe anything to the Corpora-
tion. If rights are concerned, their 
rights are only as much as my rights. 
Where on earth are those who subscribe 
to it ? It was the purpose of the in-
dustrialists to have associated themsel-
ves with the capital of this concern. 
When they do not pay a single pie, 
this Nation is mortgaged for this ins-
titution, which is being used by the 
industrialists alone. I, Sir, have always 
been against the industrialists not 
because they do not fulfil certain useful 
functions but because I represent a 
conflicting interest, that is, labour. 
For me, industrialisation of this country 
means the prosperity of the workers of 
this country. Production, as far as I 
understand, is governed by at least 
three factors, land, labour and capital. 
So, any national scheme of production 
includes these three factors of produc-
tion. If you divorce two of them from 
any scheme of production, we have 
come to a stage where Government 
has not understood the basis of econo-
mic life and economics itself. Where 
is the representation for land and labour 
in this institution ? It is labour that 
is most vital in a national production 
schemes. They seem to have, instead, 
capital enterprises which will be mani-
pulated and speculated by financial 
sharks. It will never produce anything ; 
it is the worker who gives his labour 
and sweats to produce anything that is 
worthwhile to think of. That is my 
impression of production. This ins-
titution gives all representation to big 
industrialists It does not think about 
labour interests. What is this amend-
ing Bill ? Let us see what it is about. 
The amending Bill is going to help 
us to import a foreign loan. Well, I 
agree that we are deficient in resources 
and a foreign loan may be taken when 
there are 53 nations which are support-
ing us to get this loan. Very well, 
these 53 nations are there. But my 
50 C. S. D. 
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hon. friend Mr. Parikh, who was 
repeatedly referring to these 53 nations, 
did not tell us what the proportion of 
representation of these nations was in 
this international monetary scheme, 
and it would have amazed him to find 
that it is entirely controlled by imperi-
alist interests. There was nothing 
strange, and it was only fair to have 
presented facts ; and the fact is that 
imperialist interests are controlling the 
International Monetary Fund and the 
World Bank as it is constituted today. 
The proportion of representation is 
there. It is not controlled by the 
small nations, which are actually there 
by virtue of the interests and influence 
of the imperialist nations. 

Now, granting that we are deficient 
in capital and we want to allow a flow 
of capital from other lands and that it 
is in the interests of our industries, the 
question is, what is the ultimate object 
of these industries themselves ? These 
industries ar.: going to be started in 
our country. Are they for the benefit 
of the workers, for the benefit of the 
people at large ? Are these functions 
fulfilled by this Industrial Corporation ? 
That is the test that we have to apply. 
I am not concerned with anything 
else. You can keep all the divine 
secrets to yourself. We do not care 
about that. But what we are concerned 
with is the question of national pros-
perity. That is what we are all con-
cerned with. We are in a minority. 
We understand that. It is always easy 
for the majority to manipulate through 
such financial institutions so as to take 
away from us our right to proper re-
presentation. We know that after 
all finance governs to a large extent 
a poor country like ours. We know 
how the hon. Member, Shri Parikh, 
took one and a half hours to tell us so 
many commonplace things. After all, 
what did he tell us during that speech ? 
He told us that the share capital is Rs. 
5 crores, that so much money has been 
taken up, that there is the right to 
issue Rs. 25 crores worth of debentures, 
and so on. I was very patiently 
listening to his speech, but I did not 
hear anything but commonplaces 
information which is contained in the 
1948 Act and which is contained in 
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the present amending Bill. Are we to 
listen to a paraphrase of these measures 
like students ? We are not students. 
We understand the full implications of 
these measures. And we understand 
another thing : that by controlling this 
Finance Corporation certain vested 
interests in this country are not expan-
ding but stifling and killing the indus-
trial potentialities of this country and 
are retarding the industrial progress 
of the country through their monopo-
listic advantage. That is the greatest 
objection. I have for the secretive man-
ner in which the Government carries 
on the operations of the Corporation, 
hiding them from public attention. 

Industries have developed in certain 
States. Certain industries have deve-
loped, and some industries are being 
started in States. The Financial Cor-
poration helps the old industries to the 
detriment of new industries in States 
like mine. By the time these ano-
malies and wrongs are corrected, in-
dustrial progress might have taken place 
in certain parts of , the country where 
the present vested interests are now 
entrenched. We understand one thing: 
we say that America has advanced 
industrially, that the United Kingdom 
has made great progress industrially, 
and that we are not able to cope with 
them. Why ? Because they made 
progress earlier. Similarly, if certain 
parts advance early industrially with-
out relation to a proper planning, it 
will be to the detriment of other parts 
of India. That is another serious 
objection. So if certain dAties in 
Delhi hold all the rights over the 
industrialisation of India, it is quite 
likely that some industries would get a 
lions share from the Industrial Corpora-
tion or whatever it is. And if decen-
tralisation, as Mr. Parikh said yester-
day, was what the Government inten-
ded and which was according to him 
a constructive suggestion, then, what is 
the purpose of this Bill ? If every 
State were to have to its Finance 
Corporation, if every State were to act 
in its own manner, assessing its poten-
tialities, assessing its resources, and 
thus were to work out its part of the 
industrial prosperity then why should  

there be a Central institution which is 
not in a mood to co-ordinate with all 
the State Governments ? If decen-
tralisation is the principle of any 
Government action, we should have 
started from the States. But you have 
first centralised it. But here is a 
disastrous thing that is shown out. 
The entire capitalists and the Govern-
ment put together would only bring 14 
crores of rupees for the industrial pros-
perity of India and now they are going 
to borrow 8 million dollars. So, 
initially when this Corporation was 
floated, it should have been the inten-
tion of the Government to borrow 
rather than do anything else. Nearly 
five years after the incorporation of 
this Corporation, we find that our 
economic stability has been going 
down and now what is the use of 
going to borrow more money and 
paying greater interest than we need 
pay in this country. Well, how are we 
going to have industrial prosperity by 
borrowing ? When we are going to 
borrow, we are sure what we are 
going to borrow for. This amending 
Bill suggests that the limit of Rs. 
50 lakhs should be raised to one crore 
of rupees. What does that suggest ? 
There are certain things up your 
sleeves. Otherwise what is the need 
of such an amendment ? Unless we 
have something up our sleeves, why 
should this amendment come at all ? 
And the Government have not told us 
why this money is required. They 
have not given us any schemes over 
which this foreign capital is going 
to be invested. What are the schemes ? 
We want to know the schemes. Other-
wise why should you raise this limit 
of 50 lalths to one crores ? From an 
analysis of the industrial conditions 
in India, I understand that 63 per cent. 
of the workers of the total industries 
in India are working in factories where 
less than 75 lakhs of rupees is invested. 
And they produce 74 per cent. of the 
total production of this country. That 
means the smaller industries are pro-
ducing more. 63 per cent. of labour 
personnel are producing 74 per cent. 
of the national wealth. The function-
ing of the big industries so far does not 
suggest to me that they are working in 



1249 Industrial Finance Corporation [ 9 DEC. 1952 ] 	(Amendment) Bill, 1952 	1250 

the best interests of the country. 
There is much nepotism there. Big 
industries require big executives, big 
offices and as has been very often point-
ed out, the members of the Finance 
Corporation, its Managing Director or 
Chairman have got their vested intere-
sts. This is a charge levelled against big 
industries. High salaries in these big 
industries drawn by the relatives or 
friends of their Managing Directors 
etc. is a very heavy charge on this 
nation. Is the Government prepared 
to understand and enquire into 
these matters ? 

To me the protection of this nation 
is important and the protection of the 
worker is more important. So we are 
concerned with all the loopholes, and 
the troubles of present day industrial 
organisation. We want that there 
should be a new stimulus given to it, a 
new fillip given to it. We want to 
progreess as a nation. We want a 
national regeneration and prosperity 
for our country. Well, this is not 
going to be assured. 

We are going to encourage many 
more industries in this country. Are 
you going to give loans as you like ? 
You cannot do so in the way you are 
doing at the present time. We want 
to know to whom these loans were 
given to see how many workers they 
employ and the system of wages that 
they have. This is the national wealth 
entrusted with the Central Govern-
ment to which we have got the same 
right, although you are a majority 
here. We are not here to be hood-
winked. Yes, we are a minority but 
we have got a right to be a minority, 
but that minority represents the people, 
and they have got the interests of the 
people at heart. This is a matter of 
public importance and the entire pic-
ture should be laid before us. We 
want to assess, we want to calculate 
how far we have progressed with an 
institution like this, because our great-
est fear is that this Corporation is 
impeding and retarding the industria-
lisation of the country. Why? Be-
cause there are certain vested interests 
who want to keep all industries under 

their arm-pits. They do not want 
to produce more, because prices might 
go down, profits might be less. So 
they invest wherever capital is not 
required. Superfluous capital there-
fore is provided to unnecessary indus-
tries to the detriment of the progress 
of the other more important industries. 
Have you taken a survey of this country ? 
What are this industrial undertakings 
of this country and where should they 
be located ? Is the Managing Director 
of a concern whose industrial ability 
is questionable and whose financi4 
abilities are uncertain, an authority to 
judge the industrial progress of the, 
country ?' Have you ever taken a 
survey of this country ? You have not 
done it. You have got a Plan but it 
is unrelated to facts, because last time 
an answer was given to me by the 
Planning Minister that no industrial 
survey has taken place in this land. 
There is a Plan, there is an Industrial 
Finance Corporation, but no survey 
has been held, no data has been collec-
ted. What are you doing ? You are 
only helping the capitalists who are 
working against the people of India. 
This is what we want to avoid. You 
want in collaboration with imperialist 
powers to lend out money to them to 
retard, to impede the progress of in-
dustrialisation here, so that the Indian 
market could still have a place for 
foreign goods. 

Now, Sir, so much has been said 
on many of the clauses of this Bill. 
I need not add more. If this Govern-
ment has any sense of responsibility, 
if this Government has any sense of 
shame, they could have come out with 
more information, but their hands are 
not clean on this matter. Why cannot 
the Government come out with all 
information ? We do lodge our 
protest most emphatically against with-
holding of information. There should 
be no secret about this institution. 
Secrecy is only in a house-hold, but 
this is a public affair. The Govern-
ment have no business to enter into 
any secret agreements which are not 
in the interests of the betterment of 
the nation. Even this Government 
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should think of the interests of the work-
ers and the interests of the people 
at large. They should harness in-
dustries to better and more produc-
tion and not leave them in the hands 
of people who manipulate and control 
production, who are always clamouring 
for imposing excise duties, etc., to 
amortise their losses on sugar even. 
This is all leading us to confusion 
and troubles. Sir, we are a big 
nation, but where does our strength 
lie ? How can you assume strength ? 
Your strength lies in becoming more 
conscious of the national interests and 
in taking on yourself the rightful duty 
that is vested in you by the people 
to use the resources of this country 
and in using the money that you 
collect in the most profitable man-
n er. 

• 
You have wasted the money and how 

do you keep it away from us and from 
our representatives today ? It is the 
people of India who should actually 
control the Government. You have 
entirely pledged it into the hands of a 
few capitalists and then you tell us : 
"No, we are not liable". Can we 
agree to that ? You are not only in-
sulting us, but you are inflicting in-
jury on us. You insult us by saying 
that we are not responsible and you 
injure our cause and from the Congress 
side comes the vehement plea to per-
petuate the stranglehold of that 
capitalism which is now devastating 
this country. Should we also say that 
it should continue ? Should we be 
parties to such a process ? If this is 
to be so, there is going to be revolu-
tion. You •  are not able to gauge the 
will of this nation and unless the facts 
are placed before the Parliament, be-
fore the Members here, who represent 
the people, who are considered to be 
the real representatives of the people, 
unless that spirit is entertained, we 
are going to a land of confusion. That 
should be the attitude if we are going 
to economic or industrial prosperity 
for the benefit of the workers and the 
people at large of the country. I ask, 
is this going to take place ? If it is  

not going to take place, then we do not 
want this Bill and the Act of 
1948. We do not want the Act. We 
will leave it to chaos rather than in the 
hands of a handful of capitalists, who 
are the real exploiters and plunderers 
of the resources of this country who 
will leave it to the foreigners. We once 
defeated imperialism and we thought 
we had achieved a certain amount of 
success. Now, you want to import 
imperialism. You achieved success 
using the blood and toil of the people 
and now you use your powers 
against them. Unless we realise that 
any investment where the Government 
pays could not be kept in secret with-
out the people being taken into con-
fidence, unless the people who are 
responsible for the uplift of this country 
and their interests—the essential in-
terests of the workers—are recognised, 
we are not going to improve. We 
think that labour should have its full 
play in the industrial prosperity—not 
only in the Finance Corporation, but 
in all matters affecting the industry 
of this country. It is only pAper that 
labour should be consulted and loans 
should be granted only in such factories 
where labour is treated properly and 
where labour could prosper. These 
are essential considerations. I would 
again and again draw the attention of 
the hon. Minister and the hon. Con-
gressmen that in spite of their conten-
tion, with regard to the workers who 
go by the name I. N. T. U. C., there is 
no representation for them even. 

MR. DEPUTY CHAIRMAN : Mr. 
Manjuran, you are repeating your 
arguments; I have been watching. 
Please do not do it. 

SHRI M MANJURAN : I am not 
repeating. I shall conclude. 

AN HON. MEMBER : Is the hon. 
Member advertising ? 

SHRI M. MANJURAN : He is 
asking some questions, let me reply. 

I have been • only emphasising... 
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MR. DEPUTY CHAIRMAN : I 
will not allow any repetitions. 

SHRI M. MANJURAN : This is not 
repetition. 

MR. DEPUTY CHAIRMAN : 
Please don't repeat. 

SHRI M. MANJURAN : I have 
been emphasising only one point 	 

MR. DEPUTY CHAIRMAN : I 
will not allow any repetition. I am 
afraid I will have to ask you to wind up 
your speech. 

SHRI M. MANJURAN : I am wind-
ing up. So whetever be the inten-
tions of this amending Bill, these in-
tentions have never been placed be-
fore the House in its proper perspect-
ive. Government might have brought 
it out just because some schemes should 
have been there but they should have 
told us what happened in the past and 
what is to happen in the future so 
that we may understand it and give our 
consent to it. Now at this stage we 
protest against it and do it vehement-
ly. Thank you. 

cisms that have been levelled against 
the Corporation would not have come if 
the Government had given a clear-cut 
direction in the matter of policy to the 
Corporation. I am particularly in-
terested to know what directions have 
been given to the Corporation for 
giving financial assistance to such 
backward regions where industrial 
development is urgently required 
and secondly I would like to know if the 
Government has set a priority for the 
industries that could be financed by 
this Corporation. In this respect 
I shall draw your attention to the 
assurances that were given by the hon. 
Shri Shanmukham Chetty in the Pro-
visional Parliament while piloting the 
original Bill. 

"Though the Government has under the 
Bill, even as originally drafted, ample powers 
to control the administration of the Corpora-
tion, the Select Committee thought it neces-
sary to incorporate a special provision under 
which the Central Government is empowered to 
issue from time to time directions to the Cor-
poration on matters of policy. 

For instance, the desire was expressed in 
the Select Committee, and very rightly too, 
that the operation of this Corporation should 
help the industrial development of the more 
backward provinces and areas." 

SHRI RAJENDRA PRATAP SINHA 
(Bihar) : Mr. Deputy Chairman, we 
have had a very thorough debate on 
this Bill both in this House and in the 
other House and we shall have more of 
it. This Bill has given us an oppor-
tunity to assess the working of this Cor-
poration since its inception. If the 
Corporation and the Government take 
note of all the criticism and suggestions 
that have been offered, I am pretty 
sure the Corporation will be able to 
fulfil the purpose for which it is meant. 
At the outset I would refer you to 
section 6 and clause 3 of the original 
Act which says : 

"In the discharge of its said functions the 
Board shall be guided by such instructions on 
questions of policy as may be given to it by the 
Central Government." 

I would like to know from the hon. 
Minister what instructions on matters of 
policy have been issued to the Corpora-
tion. I think that much of the criti- 

And then again— 
"It was also thought necessary that in 

certain cases where the Corporation lends 
money to a company one of the conditions 
imposed should be that the borrowing com-
pany should limit its dividend to a parti-
cular rate until the loan is repaid. Matters 
covering such subjects are appropriate for 
instructions from the Central Government 
and I might take this opportunity of giving 
an assurance to the House that I shall see 
that when the Corporation starts functioning 
we will issue instructions to the Corporation 

'along these lines." 

Sir, I would like to know if these 
assurances that were given by the 
then Finance Minister, have been 
carried out. Sir, two specific assuranc-
es were given. One was that the Cor-
poration will use its finances for deve-
loping the backward areas. Much 
has been said in this House as also in 
the other House, about the Government 
not having done what they ought 
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to have done for the development of 
the backward areas of the country. 
I would like to know the views of the 
Finance Minister now on this point. 
The other point that was emphasised 
in this House and also in the other 
House is that the interests of the smaller 
concerns and the medium-sized and 
the smaller industries have not been 
looked after very well. A little while 
ago, my esteemed friend Shri Kunzru 
said that the small-scale industries 
were excluded from the purview of this 
Corporation, as was stated by the then 
Finance Minister. I would draw the 
attention of the House to the points 
that were referred to by my hon. 
friend Mr. Ghose—I will not repeat it 
—in which he pointed out that it was the 
intention of this Act also to provide 
for the smaller industries and the 
medium-sized industries. I would like 
to know the difference between the 
small scale industries or the cottage 
industries and the agricultural indus-
tries which Shri Shanmukham Chetty 
differentiated from the other industries. 
I in common with other hon. Mem-
bers in this House, feel that due im-
portance has not been given to the 
interests of the smaller industries. In 
order to rectify this defect, the Govern-
ment would do well to nominate a 
Director on the Corporation who is 
genuinely interested in the develop-
ment of the smaller industries, who is 
not connected with big business in this 
country, so that his mind is not pre-
occupied with the problems of big 
business. What has happened today is 
that we have as Directors persons who 
are too much taken up with big indus-
tries and big business. What we should 
have is someone there who is interest-
ed in the development of the smaller 
industries, comparatively speaking. 
Sir, when this Bill was being drafted 
originally, I understand the two Fin-
ance Corporations which were func-
tioning in England for similar purpose 
were in view. In England, Sir, we have 
two Corporations known as the In-
dustrial and Commercial Finance Cor-
poration and the Finance Corporation 
Ltd. Sir, I will read out from a re-
port on the working of those institu-
tions in U. K. 

"The object of the I.C.F.C. is to provide 
finance for small and medium-sized indus-
trial and commercial businesses where exist-
ing facilities provided by banking institu-
tions and the stock exchange are not readily 
or easily available—businesses, more precisely, 
whose requirements fall within the limits of 

5,000 and £ 200,000. It is clear that the 
Corporation has been designed to remove 
the difficulties which face smaller and medium-
sized businesses in raising their requirements 
of capital ." 

"Although the policy of the Corporation 
is mainly to provide additional finance for 
established and progressive enterprises, it 
will not deny the use of its facilities to new 
undertakings whose functions and prospects 
are commercially sound." 

In other countries also, Sir, we find, 
like the one in Canada, the purpose of 
the Finance Corporation is to provide 
loans to smaller concerns. "It will 
be seen that the largest number of 
authorized credits has been in the 
$5,00t—$ 25,000 category." Then, 
in Australia, Sir, there exists an in-
stitution for providing finance for the 
industrial finance and there, it is 
said : 

"Since the inception of the Department, 
its principal function has been the provision 
of assistance for the development and expan-
sion of industrial undertakings, particularly 
where small undertakings are concerned, for 
which financial accommodation is not 
ordinarily available through banking or other 
channels." 

Sir, the other institution, the Finance 
Corporation of Industry Ltd., in Eng-
land, is meant for providing financial 
assistance to larger industries. Here in 
India, Sir we find that the functions 
of both the Industrial and Commercial 
Finance Corporation and the Finance 
Corporation Ltd., of United King-. 
dom have been combined in one and it 
was the intention of this Corporation 
to provide financial assistance to all 
types of industries whether they were 
big or small. 

Sir, another point has been made 
out that smaller and medium-sized 
industries are to be helped by the State 
Corporations. But my grievance is 
this, that the State Corporation Act 
was only an enabling measure ; it did 
not mean that all the States would form 
State Corporations for helping indus-
tries in their areas. As a matter of fact 
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a majority of the States have not yet 
formed State Corporations. 

AN HON. MEMBER : It has been 
formed only in one State. 
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the import policy of the Government. 
Whether an industry is big or small, 
we cannot think of developing it unless 
we give adequate protection from the 
competition of imported foreign 
goods. 

SHRI RAJENDRA PRATAP SIN-
HA : My hon. friend says a State In-
dustrial Finance Corporation has been 
formed only in one State. Then, 
does it mean that assistance to small 
industries is to wait indefinitely till such 
State Corporations are established? 
No, Sir. That was not the intention 
of the original Act. It is because only 
persons associated with big business 
have been associated with this Cor-
poration that they have given a turn 
to it that it is meant to provide finance 
to big industries only. There is an-
other point. So far as my own State 
of Bihar is concerned, there:is no pros-
pect of a State Finance Corporation 
coming into existence there for some 
time to come. This year's budget in 
Bihar is deficit to the tune of Rs. 9 
crores. We have now eaten away 
all the reserves, and we shall not be 
in a position to afford any further funds 
to start such an institution. As a 
matter of fact, the Government of Bihar 
is thinking of economising and scrap-
ping out most of their schemes, sanc-
tioned schemes even, for lack of funds. 
So, I do not see any prospect of any 
Finance Corporation coming into ex-
istence in my State. Similarly there 
are various other States, where there 
is no prospect of State Corporations 
being set up. We cannot possibly 
allow the resources of this Finance Cor-
poration to be used only by the big 
industries, and the small industries to 
wait indefinitely and starve till the State 
Corporations are set up. 

There is another very important 
point that I would like to place before 
you. The assistance given to industries 
in the past by the late Provincial Gov-
ernments and in some of the Indian 
States has not been very happy, as 
has been pointed out by other friends 
in this House. We have to see why 
such financial assistance in the past by 
Provincial Governments failed. In 
my opinion it failed because that finan-
cial assistance was not integrated with 

MR. DEPUTY CHAIRMAN : The 
hon. Member is going far beyond the 
point. 

Suitt RAJENDRA PRATAP SIN-
HA : It is not possible for the 
State Finance Corporations to help 
those industries. What happened 
in the past ? Those industries had to 
close down and the taxpayer's money 
was wasted because the policy of 
financial assistance to those industries 
was not integrated with the import 
policy. I understand that even the 
recommendations of the Industrial 
Finance Corporation are not given heed 
to in this respect. They decide to give 
financial assistance to an industry 
provided they were convinced of the 
fact that there was a possibility of de-
veloping the industry by giving, for 
at least some period, protection from 
competition of foreign goods. 

Now my complaint, Sir, is this that 
after all this is a quasi-Government 
body and if they decide after a thorough 
investigation that such an industry 
should be encouraged and provided 
with finance and if they approach the 
other Departments for giving them the 
necessary assistance, that assistance 
should readily come forth. Sir, I 
understand that the Commerce Minis-
try does not give the requested pro-
tection on the grounds that the quality 
will not be as good as that of an im-
ported product and then their (Indian) 
cost of production would be high. Sir, 
this is a very very old excuse. That 
was quite all right when it was coming 
from our British masters. But it does 
not behove our national Government 
to give such an excuse. Sir, it is im-
perative that a certain consideration 
should be allowed for the qualities of 
the Indian products to improve or for 
their cost of production to come down. 
It cannot be done all of a sudden 
by magic. The industry has got to 
get used to it for producing those quality 
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products. We should no doubt have 
an intuition for quality control and for 
controlling the cost of production and 
advising the Ministry what prices should 
be fixed. Instead of doing that, if 
we kill the industry itself, it will not 
serve the national purpose. I therefore 
maintain, Sir, that the State Corpora-
tions could render help only to the 
industries of local importance which do 
not have to face any foreign competi-
tion. But unless on an all-India basis 
the smaller industries are encouraged 
by integrating both the financial assis-
tance policy and the import control 
policy, the industrial development of 
the country will not take place, whether 
it is a big industry or a small indus-
try. 

Then, Sir, another point that I 
would like to make is this that the 
Corporation needs a very strong tech-
nical assistance department. I under-
stand that the applications of the smaller 
industries are often rejected on the 
ground that the applications are not 
made in the proper form or the book-
keeping of these small industries is not  

up-to-date, the technical layout and the 
technical efficiency of these smaller 
units were not up to the mark. It is 
quite all right, Sir. We are a back-
ward country. We have got to progress 
in every way and I would suggest that 
the Corporation should have a Techni-
cal Assistance Department like the 
Liaison Department of the Industrial 
and Commercial Finance Corporation 
of England. What do they do ? I 
will just read a few lines about it. 

MR. DEPUTY CHAIRMAN : 
Are you likely to take more time ? 

SHRI RAJENDRA PRATAP SIN-
HA : Yes, Sir. I would like to take 
at least ten minutes more. 

MR. DEPUTY CHAIRMAN : 
Then you may continue tomorrow. 

The House stands adjourned till 10.45 
A. M. tomorrow. 

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