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urban needs. Give something in the
villages for the villages themselves
and then you will find not only suffi-
ciently good results but you will find
satisfaction with the Government
and with your plans.

This requires a complete change in
your planning. I had raised the point
of unemployment when the Planning
Budget was discussed. I had to some
extent agreed even with the Chief
Minister of Kerala who had criticized
the Plan for lack of consideration of
unemployment. I am glad that the
Planning Commission has at last
thought of this problem. But that is
not enough. You have to begin your
Plan and your entire programme with
the simple idea of employing as many
people as are willing to be employed.
When you have done that, you have
really achieved socialistic democracy
or democratic socialism, by whatever
name you will like to call it. In the
name of the people I, therefore, ad-
jure you to be good to them before
you are good to a handful of people
engaged in factories, offices and other
similar spheres.
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& g | zafa & grd FgO fF T
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2T A wRET @w fag S §, -
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¥ ag WAt g Tfed fr @ wAm
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enrr | zafaT e g o7 WY e §
fe form st & & st WY <=
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§ MY ITFY TR oqH T § AT AGY
27 afz = gAY gFEr S AT
F TR W gRA A I AR
FE TF qH A g ITE ATq A A
AR TR & arg & qoAy
T J4TT F@T |

THE MINISTER OF STATE IN
THE MINISTRY OF FINANCE
(SHRI P. C. SETHI): Sir, the hon.
Member has raised some important
points about the functioning of pub-
lic sector undertakings in the coun-
try.

In this connection at the outset I
would like to bring to the notice of
the Honourable House that it is not
only in the public sector but in every
private sector, also on account of re-
cession and many other factors there
were gradual declines in profits; and
not only that; there were certain los-
ses. For example, in one of the most
outstanding engineering concerns in
the private sector, Braithwaite and
Co. (India) Ltd., they had had in
1965-66 a profit of Rs. 26.44 lakhs
which came down in 1966-67 to
R{s. 7.31 lakhs and ended up in 1967-68
with a loss of Rs. 5441 lakhs.
Another important private sec-
tor unit, Burn and Co. bhad a
profit of Rs. 46.76 lakhs in 1965-66
and ended up with a loss of Rs. 96.69
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lakhs in 1967-68. IISCO which had:
earned a profit of Rs. 5.54 crores in:
1966-67 had its profit reduced to-
Rs. 100.65 lakhs in 1967-68.

Let me come to TISCO. Incorpo-
rated in 1907, it was only after 8.or -
10 years that they were able to dec--
lare their tirst dividend on ordinary-
shares, in 1915 or 1916. Then they re-
treated to a position of no-dividend;
again a dividend was declared in 1920-
21; this was followed by a period of
no-dividend and then again a dividend-
was declared in 1935-36. It was only
after 1940-41, that is to say, 33 years-
after its establishment; that they be-
gan to continuously declare dividends-
on ordinary shares.

First of all, I would say that the:
public sector enterprises wherever
they have come are in sectors where
it was not possible for the private
sector to come in with such huge in-
vestment. In accordance with the
Industrial Policy Resolution of 1948,
repeated in 1956, it was in order to
have overall control over the com-
manding heights of the economy and
to have a basic infra-structure for
fuller development and economic
progress that we launched upon
these projects.

Then most of these
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projects are

highly capital-intensive with quite
long gestation periods. We started
with certain handicaps. For exam-

ple, as far as the steel companies are
concerned, the gross block of invest-
ment in IISCO was Rs. 900 per tonne,
in the case of TISCO it was Rs. 1300
per tonne while in the case of HSL
it comes to about Rs. 2400 per tonne.
With the result that we have to pro-
vide for a higher amount of deprecia-
tion and interest.

Another factor to be kept in mind
is that most of these projects have
been started in new and undeveloped
regions and the facilities which were
available in the form of cheap la--
bour, cheap land etc., to private sec-
tor industries when they came into-
being were not available to the pub-
lic sector projects. On account of”
our social commitments and our ob-
jective of providing better amenities:
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-and facilities to the workers, wher-
ever we have established public sec-
‘tor projects, our social costs have
‘been too heavy, and out of the losses
incurred, on townships alone we are
losing to the tune of Rs. 17.38 crores.

"This is a major element in our los-
ses.

We have to take account of all
‘these factors. We have also to take
note of the recession period which
overtook us. On account of that, we
‘could not have the required produc-
tion. For example, we had created a
particular capacity in Bhilai steel
plant for production of rails to suit
the requirements of the Government
according, to their planning program-
me. But on account of the recession
and various other factors, the re-
quirements of rails by Government
went down, with the result that pro-
duction of rails and materials to be
produced for Government consump-
tion had to be restricted, but later
on, we tried to diversify it and enter
the export market. Wherever we
could not cater to Fndian require-
ments, we tried to diversify not only
in respect of production but in res-
pect of sales and promote exports.
That is how exports are going up.

There are so many other things
which are accruing to our economy.
But for the public sector projects, it
would not have been possible for us
to create capacities to produce various
things which we are producing today
to this extent. In 1948-49 the total
production capacity of steel in India
was only 0.9 million tonnes, In 1968-69
it was 8.8 million tonnes. Production
capacity for iron ore in 1948-49 was 3
million tonnes. Today it is 30 million
tonnes. Production capacity of coal
has risen from 30.3 million tonnes in
1948-49 to 98.9 million tonnes today.
Similarly in the case of electric
transformers, mofors, nitrogen, phos-
phatic fertilisers and petroleum pro-
ducts, there has been tremendous
‘Increase in output mostly contributed
by public sector projects.
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The contribution from public sec-
tor projects to the central exchequer
by way of excise duty, which was
Rs. 145.7 crores in 1966-67 reached
Rs 1742 crores in 1967-68. 1 am
sure ag production mounts and rea-
ches the target, the revenue from ex-
cise duty will further rise.

In 1965-66 the total foreign ex-
change earnings from public sector
projects was Rs. 34.9 crores. In 1967-
68 it rose Rs. 112.7 crores. I am sure
in times to come it will rise further.
Apart from foreign exchange earn-
ings in terms of what we have ex-
ported, there is also foreign exchange
saving. If we had not produced steel,
engineering goods and other equip-
ment and machinery in the public
sector, it would not have been possi-
ble to meet the indigenous demand
and we would have had to import
them spending foreign exchange. In
spite of our production capacity of
8.8 million tonnes of steel today, we
are importing 1 million tonnes of alloy
and other sophisticated steel. From
this point of view, the saving in for-
eign exchange was Rs. 218 crores in
1965-66 and Rs. 254 crores in 1966-67.

Public sector projects have given
employement to more than 5 to 6
lakhs people.

The total investment in public sec-
tor projects is not merely Rs. 2416
crores as mentioned by the hon. mem-
ber. It is Rs. 3333 crores. But we
have to take into account only the
effective capital which is employed
in production. Out of these 83 units
15 or 16 are still under construction
and, therefore, you cannot expect
any profit from those concerns. The
total effective capital, as has been
rightly quoted by Shri Sitaram Kesrt,
is Rs. 2,658 crores of which the Cen-
tral Government’s share is Rs. 2410
crores. Out of these 31 concerns In
the public sector have made a profit
of Rs. 48 crores. Only 24 concerns
Jike Hindustan Steel, Heavy Engi-
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neering, MAMC NCDC and so on
have shown Josses, Because the Mi-
nister of Petroleum and Chemicals is
present here I am happy to say that
the position in NCDC has been revers-
ed this ear and instead of loss it is
making a profit. Similarly, the posi-
tion of Neyveli Lignite Corporation
has changed. Its losses have come
down. Its production of electricity
has come to the market; only in the
field of fertilizer it is weak. In course
of time, it will improve there also.

In the case of steel factories what
has happened is that they have taken
up expansion programmes. Bhilai
has increased the capacity from one
million to 2.5 million tonnes,; Dur-
gapur and Rourkela also have expan-
sion programmes. On account of the
expanded capacity, more money is
invested there. So, they have to pro-
vide a much higher block for depre-
ciation and higher rate of interest has
to be paid on the loans. But the
rated capacity and production have
not come up to the mark.

One of the reasons why production
could not come up to expectation is
recession. There are also other fac-
tors which will take time to stabi-
lise. I am quite sure that when
Rourkela, Bhilai and Durgapur come
up to the mark the position would
considerably change.

It is quite true that in some of the
units we had some initial difficulties;
in some other units we had some la-
bour problems. In some other units
the gestation period was longer. In
yet some other units the demand is
not picking up. As soon as the mar-

ket picks up in those sectors, the
position would improve.
Then, we are not looking at our

Ppublic sector units only as profit-earn-
ing units. At the same time, it is our
endeavour to see that whatever de-
ficiencies are located are corrected
from time to time. That is why we
have taken so many remedial mea-
sares in order to correct the situa-
tion.
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As far as technocrats are concern-
ed, we have considerably improved
the position. But, as far as the ma-
nagerial capacity is concerned, I quite
agree with the hon. Member, we are
lacking. So, from that point of view,
we do need certain improvements
and we are already moving in that
direction. As has been pronounced
by the Prime Minister, it is our po-
licy to see that persons ocupying
high positions in the 'public sector
are imbued with our sotial gbjec-
tives and the profitability of those
concerns. From this point of view,
we are making certain basic changes.

Then, we are not trying to produce
what is not required and then dump
it on the market. We are trying to
diversify our production, in tune
with t}le requirement of the market.
We are also trying to locate our de-
ficiencies and remove them. If the
inventories are high, we are trying to
control them. We are also giving
more autonomy to the units.

I am quite sufe that with the re-
medial measures which we are tak-
ing, with the assistance of the res-
pective Ministries which are in charge
of those public sector units, the situa-
tion is bound to improve. We should
not take such a gloomy picture of
the future of our public sector units.
It is for us to see that their deficien-
cies are removed so that they will
succeed.

With regard to the demand for

employment of local people,
according to the circular of the
Home Ministry, employment to all

class III and class IV posts should be
through local employment exchanges.
Only loca] people are recruited to
those posts. But, so far as technical
and higher managerial posts are con-
cerned, since the people have to come
to a particular standard, we cannot
limit the recruitment to the local
people. For those posts we have to
select people who are qualified to
take over those positions in those
plants. It is from this point of view
that we are working in this direction
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Therefore I do not think that the
picture is so depressed as should
cause the type of concern which the
hon. Member has expressed here.
We are certainly aware of these pro-
blems and are taking all possible
steps to improve the situation.

18 hrs.

Y daw w9 S qE gy
T IR A T o, FuF a1 A uadh
TR ¥ ST A fear €

Nt Wwg sz (Ffera) coF
#a’mg‘m%mammgﬁfm
SforeTor T FAWH A q< G o
o gFar g 7

SHRI p. C. SETHI: With regard
to the surplus land, wherever it is
there with the public sector projects,
we have already asked them to see
as to how much surplus land is there.
For example, in Bokaro whatever
surplus land was there they have
been asked to give it back. Similar-
ly steps are being taken in other pub-
lic sector undertakings. We have
said that they must look afresh at
this end whatever surplus land is with
them they should give it back.

SHRI SITARAM KESRI: Not
only surplus land but the land which
has been gjiven for the establishment
of tha industry.

SHRI SAMAR GUHA (Coatai):
I am afarid, the way in which our
public sector undertakings are being
conducted and the picture that is
emerging, they are only suiting the
purpose of the capitalists in criticiz-
ing the very concept of introducing
socialism in the sphere of our econo-
my. The purpose of transfer of own-
ership from the hands of ~rivate
agencies is not just that we are angry
with a certain set of ownership but
it is to serve certain economic and
social purposes. The transfer of
ownership from private hands is to
see that it gives bettey production
and greater income and that it also
serves the social purpose nut of this

Public Sector
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income. But all these objectives are-
being belied just at the present mo-
ment.

There is also another danger. A
talk of socialism is going on but so-
clalism is being equated with nation-
alisation. In -our democractic set-up
nationalisation meang governmen-
talisation and ultimately bureau-
cratisation. In the Communist set--
up it is the Party capitalism. In a
democratic setup it is State capital-
1sm and in a Communist set-up it is
Party capitalism. Unless the idea of
socialisation is brought inio bcing, I
am afraid, our public undertakings
wil] frustrate the very purpose of so-
cialism and ultimately—I am afraid,
it may so happen—we will be a prey
in the hands of the capitalists because
the capitalists will say that by na-
tionalisation = you have failed to
achieve the objective.

The Administrative Refroms Com-
mission at least has given curtain
thought to the problem, that 1s, mere
nationalisation and taking over of
the private concerns by tnc State,
will not lead to the objective for
which it is done. As I have aiready
said, there are economic and sociol
purposes. For that reason the Ad-
ministrative Reforms Commission
took a certain idea from Yugoslavia.
The Yugolsav economic system is an
improvement over the Communist
economic system.

You have to remedy the ills from
which the present public sector un~
dertakings are suifering. For this
the Administrative Reforms Ccmmis-
sion suggested, firstly, the idea of au-
tonomous corporations in the public
sector for each key industry; second-
ly, structural change in the manage-
ment; thirdly, training up of new
cadres for management and, fourthly,
participation of workers and repre-
sentatives of the public.

These are essential for other reas—
ons also. In Communist -countries
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political power and economic power
are concentrated in the hands of the
State. This is leading to a serious
type of totalitarianism. In a demo-
cratic set-up of economi- power .S
voncentrated in the hands of politi-
cal power, ultimately it may lead
to the path of totalitarianism which
may thwart our whole democracy.

The recommendation of the Admi-
nistrative Reforms Commissicn is not
a full-fledged remedy Dbut it is at
least a part of the remedy or recipe
'or the present ills from wh'ch the
»ublic sector undertakings are suffer-
ng. May I know whether the Gov-
srnment have given consideration and
ire going to accept the recommenda-
jon of the Administrative Reforms
Sommission in which, I should say,
Wz, Kamath who is the candidate for
he Vice-Presidentslip has had a
reat hand in evolving the recom-
nendation on the public sector un-
lertakings.

SHRI SRADHAKAR SUPAKAR
Sambalpur): Although the public
ector enterprises were started about
2 to 15 years back and although seve-
il committees like the Pande Com-
fittee and the Public Undertakings
ommitee have made several recom-
tendations for the improvement of
ie performance of the public sector
ndertakings, may I know why there
‘e still teething troubles in the pub-
= sector enterprises That is evident
om the fact that the percentage of
urn of profit for the last three years
as low as 3.4, 2.8 and 2.2.

Having regard to the fact that we
e having a mixed economy in this
untry and steel is produced both
the private sector by TISCO and
her private sector companies and
30 in Rourkela, Bhikai and Durga-
r, may 1 know from the Govern-
:nt whether the private sector in-
stries are able to make huge profits
account of better streamlining of
’ir managements, labour and other
ings whereas we are not able tc
ve adedquate profits. Is it on ac-
unt of that they are makirig nige
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profits which has given rise to the
remark that the rich are becoming
richer and richer? May I know what
are the remedies that the Govern-
ment propose to make in this matter
and whether the Government will
thoroughly investigate into the mat-
ter?
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SHRI BISWANARAYAN SHASTRI1
(Lakhimpur): I would like to ask
only two questions.

To run an industrial project, it re-
quires efficiency and skill as alco
trainin;, and special knowledge about
it. But we have seen ‘hat sp far the
Government have appointed retired
military personnel and serving and
retired civil servants to run an indus-
trial project. In the public cector
industries, their general characteristic
is huge loss and strained labour reia-
tions. Is it not the result of the
wrong appointment of persons who
do not know anything about the in-
dustry, who are bureaucrats out and
out and who are despots in their
mental make-up? Is it also not the
result of the wrong appointment of
persons for the strained labour rela-
tions?

In view of this, may I know whe-
ther the Government propse to have
a special cadre for the public sector
industries?

Secondly, one o¢ the ubjectives of
having public sector industries in a
particular region is to have regional
economic balance. May I know
whether the Government propose to
plough back the benefit of that in-
dustry for the benefit of that region
and the people living in that region?

SHRI E. K. NAYANAR (Palghat):
The hon. Minister said that we have
a mixed economy, both public sector
and private sector, in this country.
The statistics show that the losses of
public sector undertakings are in-
creasing. The annual report on the
working of industrial and commercial
undertakings of the Central Govern-
ment shows & loss of Rs. 35.28 cro-
rés during 1967-68 ageinst a loss of
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Rs. 10.18 crores in 1966-67. Hindus-
tan Steel also is running at a loss. The
private industry is running on profit
basis, but year by year public sec-
tor is running at a loss. The private
capitalist utilises the public sector for
their profit motive. Government po-
licy is also directed to help the pri-
vate sector. That is the mixed cco-
nomy we are practising. What is the
reason for this? I will say bad mana-
gement. Those who do not know
anything of business, those who are
not trained and have no experience
in management are put in charge of
public sector enterprises. Those who
are defeated in the elections are put
in the management, like Mr. K. D.
Malaviya. Those who are defeated
in the elections, are put in charge of
engineering industry or other public
sector yndertakings with a pay of Rs.
4000 or Rs. 3000. This method of ma-
nagement system must be stopped
and trained management people must
be put in charge of public sector in-
dustries.

A number of times corruption
charges, over-expenditure and fa-
vouritism in the state undertaking,
the FACT, in our State were raised

in the Parliament. That is one
of the biggest undertakings. Lakhs
of workers and middle class emp-

loyees are working in variougs Gov-
ernment undertakings. But the Gov-
ernment’s policy towards working
classes and participation or +workers
in the management must change.
With the help of the workers a cor-
rect man should be put in the mana-
gement. The private sector does not
help the industrial development of
the country. While the public sec-
tor develops more and more, at the
same time unemployment is develop-
ing and at the same time private sec-
tor profits are increasing.

Public sector is running on loss.
The basic reason is: the Minister
replied that export is increasing, out-
put js increasing, but at the same
time losses are increasing and unem-
ploymen! it increasing. Government
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must take &l these faclors into ac-
count and arrest and curb the growth
of private sector monopoly and help
the public sector with the help of
the workers and workers’ participa-
tion in the management. Govern-
ment wilk consider these things and
arrest the losses of the pub!li: sector.

SHRI S. KUNDU (Balasore): May
I draw the hon. Minister’s attention
to this booklet ‘Public 3Sector Enter-
prisess—a Memorandum’. This was
circulated by the Finance Ministry
and there, there have been so many
suggestions for implementation. M
would like to know specifically two
things. There has been a guggestion
that public enterprises should intro-
duce performance budgets and that it
should be business type, and they
must review it every month. What
has happened to that?

There was also another suggestion
that they must tighten up the inven-
tory. They have said that so far as
the public sector concerns are con-
cerned, about Rs. £73 crores has
been there in the inventory and it
has been considered very high. How
far have they been able to bring
down thig inventory? Sir, when we
went to Hindustan Steel, we found
the inventory was as high as 16—20
per cent which was considered under
the business standards very high. I
would like to have a sperific answer
to these two questions.
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¥ gl g Wy @ A 9 & far
W W AT qF AL e @AY
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SHRI P. C. SETHI: The hon.
Members Shri Guha, Shri Supakar,
Shri Shastri, Shri Kundu and Shri
Ramavatar Shastri have raised cer-
tain points. Some of them are com-
mon and repetitive, I would like

to clarify some of them as I have
noted them.
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With regard to administrative au-
tonomy we have issued instructipns
and delegated more powers and we
have given greater autonomy to va-
rious corporations!/undertakings.

As far as one of the recommenda-
tions of the AR.C. is concerned, that
is, with negard to sectoral organi-
sations, Government have not accep-
ted that recommendation. The pre-
seat sectors in various indusiries ere
still continuing. For example we
have not made one sectoral unit of
HSL and Bokaro. They are two
separate companies. Besides this and
one of two else, we have accepted
most of the recommendations of the
A, R. C. and we have isued instruc-
tions to follow them up.

Shri Kundu said about performance
budgets and asked in lLow many
companies this has been introduced.
It is glven in this booklet itself. In
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50 this has been introduced. Perfor-
mance budget has been introduced
there
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With regard to inventory control.
inventories are high. That has been
recognised. That is our poficy and
we are trying to control the inven-
tories, 'and necessary measures are be-
ing taken. I do not have the exact
figure to what extent the inventories
have come down. We have taken
measures on these lines.

Shri Guha and another hon. Mem-
ber have raised the question that the
public sector undertakings have be-
come State monopoly and there is no
workers’ participation and all that.
Our difficulty is this. W= have la-
bour representativeg in some of the
Boards. As far as representative of
the unions is concerned, there is some-
difficulty. There is a multiplicity of
unions in our country. There are
unions and unions. Even in one un-
dertaking, there are sometimes two,
sometimes three unions. We will
have to sit down and sort out these
things. An effort was made whether
we can sort out this difficulty and
come to some understanding so that
there may be real participation of
workers and ir this difficulty is resol-
ved in some manner, Government
might consider giving workers a re-
presentation in the Board of Mana-
gement. This is a difficulty which al}
of us have to sit down and resolve.

Certain points were ra‘sel by Mr.
Supakar and others. At the moment
the return is 2.2 per cent and pro-
ductivity is likely to increase in the
Fourth Plan. We hope in the Fourth
Plan the return would be somewhere
between 4 and 5 per cent. Even
on that account we ‘are trying to im-
prove the situation. The present si-
tuation would not remain there.

SHRI S. KUNDU: 1 think it is
necessary to put the record straight.
When he refers to performance bud-
gets having been introduced in 50
organisations, does he mean internal
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audit? In page 12, they say that
public enterprises have been requir-

ed to introduce....

SHRI P. C. SETHI: Kindly see
page 11, paragraph 2 under 21.
Shri Ramavtar Shastri raised the
question of housing. I apreciate ithe
difficulties of workers. We have pro-
vided housing to most of the labour
in our undertakings. Ag I said, we
are now losing Rs. 17.5 crores on
townships in various undertakings.
60 to 70 per cent of the labour force
has already been covered. Ii is true
we have not been able to cover all
the labour in regard to housing. But
we are making an honest effort in
this regard.

WY TRTEAR FEest o § Qe
Jafew weEmfiy ¥ fod we @ §
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These are the main points
which I have tried to answer.

18.22 hrs.

The Lok Sabha then adjourned till
eleven of the clock on Saturday,
August 30, 1969 Bhadra 8, 1601
(Saka).
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