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UNIT TRUST OF INDIA BILL

The Minister of Finance (Shri T. T.
Krishnamachari): I beg to move:

“That the Bill to provide for the
establishment of a Corporation
with a view to encouraging saving
and investment and participation in
the income, profits and gains
accruing to the Corporation from
the acquisition, holding, manage-
ment and disposal of securities, be
taken into consideration”.

I do not think that it is necessary for
me to make any long or elaborate
speech as an attempt has been made
in the notes on clauses to explain the
provisions of the Bill as fully as
possible,

Unit trusts or mutual funds are of
comparatively recent origin. The first
unit trust, as distinguished from an
ordinary investment company, was
established in the United Kingdom only
in 1931. Until about 1953, there was
some control over the amount of capital
which could be raised through sale of
units. Thereafter, with the removal of
this control, the assets of these trusts
have been rising rapidly. Units of
these trusts  have also been
made available for purchase in ready
and convenient forms even across the
counters of some banks which function
as agents of these trusts,

In the United States, the first invest-
ment trust is believed to have been
established 70 years back, but it was
only after the enactment of what was
called the “blue sky laws” in the 1930s,
and later on in 1940, for stopping un-
healthy speculation, that trusts and
mutual funds became popular. The
number of accounts in the USA in such
trusts exceeds 6 milljon,

The experience of the working of
these organisations has greatly encour-
aged the formation of similar organisa-
tions in geveral other countries. The
advantages and facilities which these
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institutions are now in a position to
offer to the public are becoming in-
creasingly appreciated. The reasons
why these trusts are popular are self-
evident. The distinction bcetween an
investment company and a unit trust
is important in this connection. Broadly,
it is that an investment company has
a great deal of freedom in the matter
of distributing the available income,
whereas in the case of unit trusts they
are required to distribute the whole,
or practically the whole, of their
income every year.
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In countries where the climate of
opinion is in favour of the widespread
distribution of ownership of industrial
and other property, and where incomes
and standards of living are also steadily
rising, unit trusts enable many indivi-
duals, who do not have the ability or
inclination to buy securities or to
operate in the stock exchanges on their
own, to become part owners in industry
or other corporate sector bodies carry-
ing on a variety of activities.

The unit trusts operate on the
principle of spreading risks. The
income or dividend which they

declare is based on the average
income on a balanced and well-distri-
buted portfolio of investments. An
ordinary investor, who does not have
the resources for acquiring such a
balanced portfolio, derives from a unit
trust the advantage that many of the
risks of investment are eliminated or
reduced for him. The original invest-
ment is safe, because of prudent
management. It is quite often increas-
ed, because of the appreciation result-
ing from the increased value of the
industrial or other property represented
by the investment. The ordinary
investor is thus protected automatically
against the erosion of the value of his
investment because of the rise in the
value of the base of these gecurities.
These are significant advantages from
the point of view of individuals who
have some money to save and to invest.

So far as we are concerned, the
objectives behind the desire to create
unit trusts in India are somewhat more
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complex than those that opcrated in the
Western countries. The changes that
have affected, in the last decade, the
ability of the classes that had in the
past a propensity towards thrift, to
save or invest any portion of their
incomes, have created a problem. The
classes that have a dcsire to save, as
a security for the future, find it difficult
to save any money out of their fixed
incomes, largely by reason of the in-
creases in the cost of living. The new
classes, who are getting an increased
income, do not have the same propen-
sity to save because, amongst other
reasons, they are less conscious of the
need of security for the future. What-
ever may be the causes for the slowing
down of communa} savings, the fact
remains that we find it increasingly
difficult to enable the middle and lower
income groups save and invest.

Investment in securities, for a person
who is not well-versed in the opcrationg
of the money and equity markets, is
not easy. Amongst the middle-classes.
there are only very few who watch
-the share market or watch for invest-
ment opportunities, For one thing,
the man who knows something about
these things has not got the money and
for another, the man who knows noth-
ing about this is afraid to invest
in securities not knowing what will
happen to his money. The share market
while it does play an important role
in promoting investment, reduces or
drives away any desire on the part of
persons in the middle and lower income
groups to invest in securities because
of the scares that are created owing to
the operations by what are called
bulls and bears.

It will be commonly recognised that
with the very large investment pro-
gramme that we have before us, the
size of which increases with every new
Plan, the question of mobilisation of
savings and coupling it with the secu-
rity aspect, is very necessary. We have
taken gome definite steps towards that
end by providing for investment
opportunities in various forms under
the national savings schemes. I am
‘happy to say that the position in regard
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to national savings schemeg in the cur-
rent year is encouraging. In the first
seven monthg of the year, our net re-
ceipts under small savings have been
Rs, 52-31 crores as against the figure
of Rs. 28:20 crores for the correspond-
ing period last year; but what we are
doing does not even touch the fringe
of the problem. There is undoubtedly
a much larger capacity for saving
amongst the community, and to produce
any results in the shape of sizable
amounts as savings made available for
mvestment, we have necessarily to
approach the middle and lower income
groups rather than the comparatively
small number of affluent people. The
problem has to be attacked from
several angles and by several instru-
ments of Government’s savings policy.
The Unit Trust provides one such. It
provides an opportunity for the middle
and lower income groups top acquire
without much difficulty property in the
form of shares, the base of which is
something which will not erode, but
will appreciate in value ag years go
by.

It is not that there is no interest
amongst these groups to invest in the
shares of industrial and other com-
panies. The statistics that we have of
the number of persons assessed to
income-tax in respect of dividend in
come, or of persons with incomes
below the income-tax exemption limit
who obtain some income in the form of
dividends, seem to support the conclu-
sion that the number of investors of
small means is growing. But this,
while it is good so far as it goes, can-
not be deemed to be entirely satis-
factory. In short, the objectives of
establishing the unit trusts are many
and varied, but basically it is an at-
tempt to mobilise the savings of the
small investor.

The Unit Trust of India, as it is en-
visaged in this Bill, will be an organi-
sation in the public sector, sponsored
and supported mainly by the Reserve
Bank, the Life Insurance Corporation
and the State Bank of India and its
subsidiaries. Although these organisa-
tions and the other contributories to
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the initial fund of the trust will give
to it such assistance as may be neces-
sary in the first few years, the organi-
sation will be run solely in the in-
terests of the unit-holders ~who will
be entitled, every year, to not less
than 90 per cent of the net income
attributable to the amounts invested
by them in the form of units in the
trust.

It is not necessary for me to deal at
any length with the provisions relating
to the constitution, management and
functions of the Trust. These are
mostly self-explanatory and have also
been summarised for the convenience
of the Members in the rclevant notes
on clauses. I would, however, like to
draw the attention of the House to two
or three main points.

It will he open to any person or ins-
titution to purchase the units offcred
by the Trust, but this insiitution as wc¢
see it, is intended to cater mainly to
the needs of the individual investors,
and even among them, as far as
possible, to those whose means are
small. The maximum face value of a
unit is limited by the Bill to Rs. 100.
This, we hope, will make it possible
for a large and growing number of
persons to avail themselves of the faci-
lities which the Trust is in a position
to offer,

As it is our intention that the Trust
should cater to the needs of individual
investors, including those whose
savings or resources are not very con-
siderable, we have considered it desir-
able to give them certain exemptions
from the normal provisions of income-
tax law. These exemptions
will not be available to investors, who
are not individuals, or to the indivi-
duals themselves, if their holdings of
units are in excess of certain reasonable
limits. The objects, which we have
primarily had in view in granting these
exemptions, have been to provide an
additional incentive in this form to per-
sons in the middle and lower income
groups to save some amounts for
investment in the Trust, to make it
easier for the Trust to receive and
distribute its income, and to facilitate
generally the dispersal and distribution
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of corporate shares among various per-

sons. Having regard to these objec-

tives, the sacrifice of revenue possibi-

lities, whatever its dimensions, will, I

think, be worthwhile.

It has been represented by some
people that we should follow the
example of other countries and frame
a general law on the lines of the legis-
lation in force in those countries such
as the Investment Company Act of the
U.S.A, or the Prevention of Fraud
(Investment) Act of the United King-
dom, and thereby permit unit trust to
be incorporated by the private people.
We have rejected these suggestions and
have embarked on the proposal to
establish a statutory organisation for
this purpose because Government fecl
that this is the bes{ method of achiev-
ing the objectives that we have in
mind. It has to be recognised that
the organisations in Western countries
are larger and established and operate
in much bigger and broad-based
markets. They are governed by rules
and regulations formulated by trade
associations of these organisations
themselves such as the Association of
Unit Trusts in the United Kingdom
and the National Securities Dealers’
Association in the United States. In
the conditions which now prevail in
our country, when there may not be
as much business for a number of
competing organisations, and when it
is also not clear that the operations
of private unit trusts, if established,
will not pass into the hands of manag-
ing agency houses and groups, I think,
Government would be well advised in
avoiding the risky and costly experi-
ment of creating a number of weak
organisations and in trying to exer-
cise over them only such control as
can be provided by any general law.
Besides, it would be almost impossible
to provide to any private organisation
the tax concessions that have been
that T
have placed before you,

Certain refinements are possible in
regard to the nature and constitution
of the Trust Board, once the
Unit Trust gets going and
obtains sufficient response from the

N
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people. It has been represented that
there should be an election of direc-
tors by the contributories. While it is
not possible to provide for this at the
present moment, I can assure the
House that the authorities controlling
it might at a later date get a more
representative Trust Board than is
contemplated now. The class of
peopie to be represented will have to
be determined by the classes who con-
tribute to these Trusts. We shall
watch the working of this organisation
for some time and then take such
action as is found necessary to asso-
ciate on the management the types
and classes of people who are to be
trustees and the interests that will
have to be represented thereon, for
which provision has already been
made in Clause 41. I can assure all
people who have any doubts about the
utility of this kind of organisation
to achieve the purpose that we have
in mind that the Rescrve Bank is
prepared at the appropriate time to
take all steps necessary to popularies
this method of investment. 1 have
every hope that if an increasingly
larger number of people are made
conscious of the benefits of investment
in these Trusts, we will be able to
attract a sizable volume of funds for
investment and also make the owner-
stip of the units broad-based. I would
christen the attempt as an adventure
in small savings and I am confident
that we are embarking on this adven-
ture with every hope of its being

successful. Sir, I move.
Mr. Deputy Speaker: Motion
moved:

“That the Bill to provide for
the establishment of a Corpora-
tion with a view to encouraging
saving and investment and parti-
cipation in the income, profits
and gains accruing to the Cor-
poration from the acquisition,
holding, management and disposal
of gecurities, be taken into con-
sideration.”

Is Mr. Masani moving his amendment?
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Shri M, R, Masani (Rajkot):
beg to move;

“That the Bill be circulated for
the purpose wof eliciting opinion
thereon by the 29th February,
1964."

Mr. Deputy Speaker: The motion
and the amendment are before the
House. Dr. Lohia is going away to-
morrow. I hope Mr, Masani will have
no objection if I call Dr. Lohia now.

Shri Morarka (Jhunjhunu): What
is the allocation zbout time?

Mr. Deputy-Speaker: Time alloted
is four hourg 15 minutes each. Three
hours for general discussion ‘and one
hour for clause-by-clause considera=
tion,

Shri U. M. Trivedi (Mandsaur):
Four hours for general discussion and
one hour for clauses.

Sir, I

Mr, Deputy-Speaker: Total allotted

hours are four.

Shri Ranga (Chittoor): There will ba
one speaker from our side and we
would like a few more minutes than
the fifteen minuteg limit.

Mr, Deputy Speaker: We will see;
we can adjust, Dr. Lohia.

Tro T wMEgT Mfgar  ndear-
M=) o MmeAy WA, gt fam gAY
S F w9T FEAT ST F AT § 9
aE T T A SifE IFEE wE A
¥ g8 afag X gq s few |
FIAT AT MEE FoaT o TGy afEa
I F AT AT AT H, AT qgdF
T #, g% o g w7 5y § ) 9w §
ags A1 & =7 § 7 qod Tgar fr ag
St gt ot g7 fafy @y geiy s
& graan gfe Afred oaty gFe gAY,
& R § 7 7 O § 1 grafas
g W Y FT FY R, F ST =@
g f7 ag afte #ftes & ax ¥ @r
TIAH TS E AT EE @ § | W Ag
F% warT 3 § 1 § wowr www gdr
feama & s9TET 918 |
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IqeuR wEEW : ag wWfgT ®
O

o TR RATGT Aigan : 4737 agwr
R R A

AR WY : AT F AT T
arged & ag aanT fiferw

o T ARG Afgar : 14 717w
agt fr o gfae #foesr & 913 § ®1
g 2§ zfifune dfiew Foam
H A1 971 A g fean fr 9g v awry
F1 g | gfee difgew F v § W
3B TE FEI § | W A HAT HAATT
g " &1 & AT dE < FEAT |

" Shri T. T. Krishnamachari: Mv am-

‘bition is that we should get at least

100 crores a year,

o T wAET Sfgan : T7 ag
Joo FT & IIC H &9 ¢ & | W4T
W 9o To & OF ¥ 4FTH
gl W@ A1, #§ AR AR ¥ fpre
AT TR E WIE UFEH § T O
AU

W oAwt TF AUT OWTRAT
Zhr

o M FANER WA : 1F a3
ﬂﬁtﬂiﬁlm’(‘]oo To H UF &
Femra & v st @Y St @ BT QAT
TINT T &, UF WA qoo AF
gleaT 8, UF "EHT gIT gWIT, QY
3 g @l<ar g, aqifE mfas faw
# famr gar & f5 qoo0 ¥o FT AW
A WR I F A” W W
T faar smm 1A WU oHRrT
R q0 9 30 @ F AN F 79
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& QS 7 AT AR AT | AfEA W
F 7o wfeR # forar ¢ 5 78 foge
;T & g anl & faT g\
g\ 7% TaR g fr gaTe 3w AT arEny
¥¥ FE g, WAL ¥Y §8 H § Yo
FUT faarr § a1 qo aT %o AT@ it
F gA FFEST I FToaaAT AT
g e a8 ¥g aF fF a5 o
at & fau gamor i g, g, gar
TR FT AT 3T ¥ JET fAw St
f& gz o= @ni & fau g=mET aar
? | Tg AT 95ET g W9 F AfeEe &
aw ¥ 2

gad ara @ £ fr s wafadi @
fegeamit et o fa=it awg &
THIAE TET o AT § | IF HG GATR
FAT A &1 39 g 1 faw ara @
ST & arg A SEE qATE § fee) avs
1 & agY a3 | A7 6T www
3 omar &1/ faw waY oY & wrwont
F1 G4 T 9 AT 9 GG fF 378
T FO S g, 9% F9 & gfeomm
Tg glaT & fa =g qsivafy @ owed
qw & g aXg ¥ o @ ¢ afe
3 #i5Er wiow ot & @t q o
S &1 @) wfad @ ¥ T oy wy
g R uwew v @ gy A fd
AT & 1 481 T7 &« FIAT T1 90T 7R
AEEUSAT g | T 1 d 9gw g §
afesr 1 NG TgT w@ITAA BT
Hizl AT few@ SEEY TaqaEr #
TET T T@AT, SEET FOG qEf F0
HqragdY # A aifs ag w4 4 T FC
o, MR g FL ) IgE g ATHA
#1 fa@v &A1, 76 q7 37 whagi &1
At e AT & 1§ fow & faw
#EY |TET ¥ Fg IM AT g % ag w1
A a1 &Y T 7 guA | fawet Tw
qg qg IO FUR A G | F v Ay
ER I e & @ W=
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R &3 ¥ 4 5 399 faa #r
3AHY frad & A wowg A &) ITF
FH F aferry @7 fawqaa &, ag 7
I TZTE | FAT T 3F & F aA
Faxfofom T2 & swags
frmr &, faa® e qar g, g g
R, AT & 3% o g Gav d, faw
wimaad) T E) fag-
=19 & IT TANCE; F1 3 § N Forw
T A AT FA &, AT HAF qEf
FT ATAEAT § AT T § | A TF WX
T q¥g FT FET & 1 uw wex A1 g
g T A ¥ A F AW gEd 6w
Y @ wiaT 9@l F 3¢ amr & fror-
A F1 TS TEST WU TFT &
Al faet fafagi giwg garg oy &
37 0T FT TF TI7 GILATH 490 T§
v & f& 9 fergeara ® wiga aret
F1 TWAT T TGET AT AT AT 2 |
zqfeg fafagi & O o Ag 9w 29
# 398 T T T qAAE I AT E
a3 931 & fiw (99 q47 @97 3% 45% anaw
AfFT F7 F 7 VT FTA YA TT Y,
IR IS FC | AR Fg gg ag £ fF
T ZEATRAE TAT AT £ IAA aq_E
g qrdf & et Ja &1, qdr w7 A
ITF D N7 a% & fohst Foar
AT AYEEE W SEa I dgr
% F fedad #1 9 wWr J19 | W
TAAT F FT A a1 qe9 & o SO qrdy and
@ EamAL

Tg®T U gEq awr ot g fF
M FIE AE TENT qATAT AT IJqH
T GAAT FT A (&6 G 7 F B
a1 74 foar @, T Alwewng AR
q gy ¢ o fad s § faOdr oA &
fag @7 1 7 wAar g 5 g9 agn
gIT A war g FfE GTTHS
guer gnmr fE s\ zez @Y @ FQ
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#ifE g8 fa<it A w1 09, W
faQudr @t &1 wm fZar smamr
g FYE w17 T FL qUAT | AfE 6T
oY T T #Y fama O § A ag
FE S FEAT T0ET & a1 faidr S
F1 W 7Yy faer saar fr & oY anfaa
w1 fFgm #1d g s e &)1 oA
TN ATE TEIT & AT H /WS H T FE
FHAT AT A, A TSGR |

& oy @7 fag o werd ¥ ad
FT qEd F A1 AL A AFAT AfpA W97
3% =T &, A fFefr 27 q% 7 %
A1 ®F1, fr 78 762 F qIvAw H oW
¥ oAmfaTt F zea  odr gar oy and
A1 4T H 0F ¥y w1 iz Z1 oader
AR {57 11 aw " ar fF T sarE
Y=GT TAATH TTAT Z | Tg A% qra4
F1 g e, afas Fevand 75 F 7y
a® g9 & fF 19 347 = gl &
famw gt, =18 97 & farg gt i
uF ga¥ 1 aafrar drx v & ) gafaa
grz agY g1 ardr | gty w1 gvwT
g oy I ae §vEw
g Y gl ¥ 7z 7w A=)
a1 q1at a1 faafaar o a1 g S
2| |IAT TR AT gET FAGT I 8§
ug FTLATE &Y 21 GHAT | T7 Grared H
F for mad o FEm 5 mige gv @
Uy gu AR & oW &
W & T aw #, aadifaw @ ¥ T
BT AT SETT F1 AT @AT TR §

F oft fam dav #71 arg fre=a o
IFT Y5 AFEET N HGT WA H FE
A7 | F ST ALY TOATT, TAAT WY TG
SaT, wfe ot fag @6 & oo
1 JraT €1 g, AT I faw A F K1 0F
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|99 Qo1 WAt g fe Wit IF ag
ITFT FET 9T IUET AT HG § | SR
Fg1 a1, —fF ¥ gumT feey o §
F1E fro=edl a8 wedr Jgi 9w &g
ey adi & wagfedr 9% § 7
HAE g A1 I fag 7St # 93 g,
geife ag @ w1 gRn 1 dfE
I7* faw gz e feg AT & 0 wmad
& AFFAL §1 FIATAT 47 ¢

“I do not want to scare anybody.

I am really not interested in the
share market where there are no
shares.”

qg IAFT ITHG 9T | WY WY,
# zq FT FE qAAT TG G 90T |
T FT A1% qa9w § {5 a1 @Y fa #=0
) HUSAT AT G 39 G ag T
S oE ar 1€ GEr 99 97 o
foom & fod a8 amm @ @ 1 &
T AT g, W faw oot qeE =A@
J1 39HT qqAd qqAT X |

Shri T. T. Krishnamachari: The
hon, Member is quoting 'me, but I
am afraid he is misquoting me and
I do not understand his interpretation.
I do not know where he got it from.
I do not remember what T said. I might
have gsaid I am not interested in the
share market where there are no
shares; possibly, that is true, That is
my view. While the hon. Member
said that he knows as much English
as I do or I know as much English as
he does, let him clearly understand I
am not stupid enough to say some-
thing which has no meaning; and his
play upon words, I think, is hardly
wither polite to the House or justifi-
able to his own intelligence,

To Tw wAYgT sfgar : At s
faa @it wgrowr ST Wk afe-
AAY & U # 7 q1d@ FE 4 & I9* -
FTE ¥ 97 7T AATE | TEAFTAT FH ITHT
WY TET AT Y | T A< 6 IR
1623 (Ai) LSD—T.
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oo WIEw § FEr qr ot WY feed

g FfET A FJq ST qrwr

frar AT SER F AR AT A § :

“Where there are no shares.”

qg T8 A1 TEETeE ¥ AT FT 3@ FH
Froagwog frargmg, sk
Tga ferra & wmn wA € 1 wfAd
I ag A A1 THH FI AT HL,  TOH
9 farar T, TET & a T #1,
wifs o wd & R faw F q=l
9 AT T T I 99 IFT q;F FY a0
Feam, PR arg e &g arafy
g A 7 T wEee A @ Ew fe-
N & ¥F, §dY, SREHT ¥ JEE
F1 T | T A § fae Wl qw
¥ I q9F & | ARARAr FFET
oY g Ao & fa Y aw@ w7 T @
¥ g8 A 5 “qw feew aoR &
feaet Y &7 feer fao oW &
qg ¥ AQ freret wifed | faer Wt v
FREfs e A IRy
feaed & 1

fA @* ag I FE WTEOr
¥ #7r g 5 Tl § qIEY g -
Tt & | ¥ @A ¢ fF ITE aaee
Nt F et T e, G AR ¥
N F g ¥ A B g fawdt §
T fo@ & g gw o A gar
FAX & | qV TG SAHT gU AT 97 |
™ g ¥ o9 § faege @6 aR
qT T Y AW S A qH BT AT |
& g a1 famr | 9 &9 fgear At
¥ § w7 a1 e ot A fF ag
w1 & | A #Y v fear fF Al
St TR AT AT F agr FE AR g
FOWETO T ¥ TN G oaT gy
THER g qFA § | qg AT A T
¥ & &< fear 41 | S awar faar
@ |
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e & fa %o qge # oF ge
97 FET LA § AR TF qHT T
T g § W 5 oAw g wwasy
gt ¥ faem & 1 § g e T
£13 amafel @ wds A
&7, g dnr § | SRR A fad
¥ foan fF ggra T @R wrEd
agt TmAr § | & a5y o & A qwar
fiF ag Ay w1 & ) fee A S
qTaE qg FUE F SATeT faemma wre
=Y FOHAT F WY T FO FTTFHT
g S Ay’ fra frar ooy
7g sfoer AT E 1 99 @ § 3N
fergT a7 f fiF AT ATed &Y ST
& g% a¢ AN F 99 0F IrEG OF TS
#1 gg, faedl a8 o HR w=ay A,
Ffea AT 9T a8 wET 9T F a8 fawr
Fra ay & AfFT g FE S &
7z e A faedt & form gom
- f =g far i o & Afea afsama
1 THETT AR AT | WL ITHT AHTD
F fora & ag T S FF 9 graq FwwAE
F Ten wAT oY SFarATq W Iufeaa
g | & auwar g fF ag wmit a7 A
§ AR 3E ] W ANE § |
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1 g7 &9 Tl 1 397 gQ § fa=
T Ared § UF AT FOAT % qg ;R
fa= ¥, feed F AR frama & W
q® ¥ FHT AFEL 7% &4, A fa=m
@ RaEmT §fF & wvg
T & FTNH FAATE I AR F A4S
roaT § | SR S e R A
sy foret & @ W ag T
¥ v # faaTg , W) A FTH A
rar Ty ) T § FN T @
gz {1 ST 7 & I Awfed fF
AW ¥ @@ & F ) gEQ
T ¥ WR L s A FE
I & @ g A @ el
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i & MY R A & & A gy Yy ux
33§ A g =9 JAT H A6
& I Afe freT @ 1 EET AE AW
a9 7 ¢ 5 afe fawre &7 gw gy
FUFGAT RN § 1 7gT AT Har &
ST 1 9G] FATE | TG a1fav Tamey
I R, gmafg s § 1w fad 3w
4T FA G0 7o W wrar 1 AfE
T & ¥ 37 ¢ froag frgrm ®
IR F AA T F ol ow o @
T g w® E, aefwfaal &1 gArer
FH & & ford 0w fF 97 98 Jerv
g Faw gofafaat a1 woAY s A
ATt & W17 & fqd fafew o 2
a7 e ag & w0 afraEr mre-
I IAE FIC ) AR IT qamfaat &
W ag 97 F & 0F fig AR @Y
fade & = &« 9Y firdig ST @ H
&t fremar @ R aeq &9 & 39T Q0
FTH FLAT § SHHT AT &9 FY S
T E 1T A W T ofrada
FT A1 A0 A AT | WR TEET
aq FA faq @ mEa

Shri Umanath (Pudukkottai): Mr.
Deputy-Speaker, Sir, on behalf of the
Communist group, I rise to oppose this
Bill and that too on a matter of im-
portant principle, First of all, I
would like to clear one point, In the
Statement of Objects and Reasons of
this Bill, this trust is called the public
sector project. Now, profits in the
public sector project go to the State or
to the community as a whole, Here,
the profits of the trust will go to the
individuals as unit-holders, To call
this a public sector is a misnomer, and
it cannot be accepted.

Ever since the introduction of this
Bill, the Ministry has been inspiring
a big fanfare throughout the country
about this Bill. The Trust is supposed
to afford the middle-classes and the
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ment. The big business press also has
been advertising this particular point
through editorials saying that this is a
big investment opportunity for middle-
classes and working classes. It is tom-
tommed also that Jaipur resolutions
are unfolding themselves by shifting
the emphasis on opportunities, in
favour of the middle-classes and the
working classes than in favour of
monapolies.

Let us see whether it is true that
this is for the middle-classes and the
working classes. I read the Statement
of Objects and Reasons. I went through
the notes on clauses, I went through
the clauses themselves. I do not find
anywhere any exclusive guarantee to
the middle-class investors in this Bill.
I do not see any provision or expla-
nation where this guarantee to the
middle-class or working class is con-
tained. On the other hand, on page 20
of the Bil], it is said in the Statement
of Objects and Reasons that the Trust
will give opportunities to ‘“various
classes of investors”. Various odasses
means all classes of investors. Today
we know that all classes of investors
does include and the major part of
them are mainly the big financial
houses and monopoly houses, Second-
ly, on page 23, in the explanation on
clauses, it is said:

“There will be no limit to the
number of units which can be pur-
chased and held by the unit
holders.”

So, it is very clear from this that the
sponsors were more concerned about
ensuring the entry of big business into
this, other than anything else. All
talk of middle-class and working class
being helped is bosh!

Granting that the savings of middle-
class and working clasg would be
mopped up, what is the Trust going
to do with these community savings?
Is it going to use the community sav-
ings to further the country’s develop-
ment? Are these mopped up savings
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going to be used for further industria-
lisation of the country or for further
expansion of production or for
strengthening the defence sector?
Absolutely not. The purpose to which
all this money will be put is explained
on page 22, where it is said:

“Clause 19 deals with the busi-
ness which the Trust is expected
to transact. The trust will buy
and sell securities, including
bonds, shares or other stock of sta-
tutory carporations, companies or
other bodies corporate.”

Note the words “buy” and “sell”,
particularly “sell”. This is the busi-
ness for which the money will be
used.

The implication of this .is, suppose
the bosk value of a share is Rs. 100.
I sell it for Rs. 200, Does this addi-
tional Rs. 100 go to add to the capital
of that particular company? Does it
add to the production of that company
or help to cheapen the goods which
the company produces? Nothing of
the kind. On the other hand, capital,
production” and price will all remain
the same. Independently the price
may go up also. But I make some
money. That is all which this tran-
saction is going to help, Generally
the middle-class is careful about in-
vesting their savings in new projects,
not knowing what will happen, If the
Government comes forward to
guarantee the middle-class against
losses and some profits also and help
them to use that mopped up money in
new undertakings that it will go to
strengthen the nation’s economy and
the plan targets that must be under-
standable. Then the mopped up money
will be put to economic, productive
use and not unproductive ude. But
here it is pure and simple specula-
tion.

That is why we find that the stock
exchanges have generally welcomed
this Bill throughout the country,
because they are quite convinced that
their blood brother is going to be
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born. All tom-tom about helping the
middle-class and working class in this
context is a smoke-screen to cover up
this real aim. Purchasing and sale of
shares play the same role as playing
cards do in gambling. Let this Gov-
ernment do it. But don’t call it socia-
lism and slander the scientific term.
That is my objection.

Let us see whether this Trust will
help to break the grip of big business
on stock exchanges, Today, stock ex-
changes are controlled by monopoly
houses. Government is allowing the
control of the monopoly houses to re-
main. They are allowing them power
to hold shares and the power to bring
down the price of shares. While
allowing all these, the talk about in-
fluencing the stock exchange ang pre-
venting the unfair effect of stock ex-
change on the country’s economy is
meaningless. Government is going to
dovetail jtself into the stock exchange
operations by this Bill.

Who will operate this trust fund?
It is said that a Board will be consti-
tuted with 4 members from Reserve
Bank, 1 from LIC., 1 from the State
Bank and 2 from scheduled banks or
other dnstitutions. Some say that the
Board will be dominated by Reserve
Bank and other institutional directors
and representatives. Two will be from
scheduled banks, ie., from private
sector. About Reserve Bank nomi-
nees, on pages it is stated:

“4 trustees to be nominated by
the Reserve Bank, of whom not
less than three shall be persons
having special knowledge of, or
experience in, commerce, industry,
banking, finance or investment.”

Not less than 3; i.e., all the 4 can be
such representatives. When the ques-
tion of nomination to the National
Industrial Development Corporation
came up, a similar clause was applied.
What happened? On the N.ID.C., one
of the directors nominated is Mr.
Anantaramakrishnan, owner of 22
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directorships in big business; then,
Mr, D. P. Goenka, owner of 20 direc-
torships in private companies; Sir A.
Ramaswami Mudaliar, owner of 21
directorships in monopoly houses; Mr.
R. A. Poddar, owner of 19 director-
ships in private companies. I can give
a long list; I have taken it from the
reports of the Company Law Adminis-
tration. In this way, Government
have nominated 44 directors in public
sector companies, who own 334 direc-
torships of their own. Thus here also,
with the two from the private sector
banks, three other experts of big busi-
ness who will come in as experts in
investment, We know that there is no
single speculation expert in this coun-
try who is unconnected with mono-
poly houses, So, it will be dominated
by friends of big business and cor-
nerers of shares.

Even if some officials are going to
be there by chance, they do not know
much about the investment and share
markets. We have seepn it in the
Mundhra enquiry. One officer, Mr.
Patel, said that he understood the pre-
vailing market referred to the rate
prevailing on 21st June. Another
officer, Mr. Vaidyanathan, said he
understood to be the prevailing mar-
ket rate on 24th June, The Chair-
man of the Corporation, Mr, Kamat,
said that the closing market rate on
24th was the market rate of his under-
standing. So, all the three officers
who dealt with the same operations
had three different views. Wi‘h such
limited and shabby knowledge, defi-
nitely the officers on the Board will be
relying mainly upon the so-called
speculation experts, who are the
friends of big business. So, the friends
of big business will have full powers.
After the withdrawal of the initial
capital, even the Reserve Bank, L.I.C.
and State Bank will have no power
to nominate, Once the Board is con-
stituted, the Central Government also
will have ny power to interfere. For
4 years, the directors cannot be re-
moved, The result can be imagined.
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Some may say that under the pro-
visions, the Reserve Bank can give
directions on policies. What could that
clause mean? There is an equivalent
clause in the L.I.C. Act—section 21—
enabling the Central Government to
give directions on matters of policy.
This is what Justice Chagla says about
the meaning of the provision in his
report:

“In my opinion, section 21 em-
bodies the ideal compromise bet-
ween autonomy of a statutory cor-
poration and the control which
must be excrcised by a welfare
State over such a corporation. By
leaving the Corporation complete-
ly independent to manage its own
day-to-day  administration, by
leaving it free to invest its funds
in the interests of the policy-
holders, Government could only
control its discretion when a ques-
tion of policy involving public
interest arose. Government could
not tell the Corporation that it
should or should not invest in any
particular shares. It could not tell
the Corporation that it should help
a particular industry, much less
a particular individual.”

There is just a similar clause here. So,
enabling the Reserve Bank to give
direction on matters of policy, does not
prevent the Reserve Bank to guide the
investment operationg of the Board.
Ultimately, what will happen is taat
the Trust Board will be an absolutely
independent body transacting business
connected with stock exchanges, This
is going to be the net result, In the
stock exchanges, artificia]l depressing
of shares is going on; artificial boost-
ing of share is going on. Cornering
of shares and gaining control of
various companies continues to be the
rule of law. Mr. Chagla says that it
is possible. On page 13, he says:

“The negotiations for this deal
had been going on in Bombay
since the 21st June and there is
evidence that this fact was known
in Calcutta a week before the
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24th. If Mundhra was to get the
price which was quoted on the
Stock Exchange on the 24th, noth-
ing was easier than for him to
manipulate the market by raising
the price of his scripts on the 24th
This manipulation neither requires
much finance nor much ingenuity.
A small transaction could be put
through on the 24th at a higher
rate, which would become the
closing market rate for that day.”

I am quoting it just to prove that
manipulations are possible. This is
from the finding of the Chagla Com-
mission. So, with such transactions in
operation in stock exchange and with
the Board being open to control by
big business, this Trust will be another
instrument in their hands to corner
shares and gain control of various
companies.

Further, with the door open to big
business to purchase unlimited units
and with the provision for distribution
of not less than 90 per cent. of the
profits minus the expenditure of the
Trust to unit holders, this will be an
instrument to corner maximum profits
by big business people. Of course,
they can have benami people as unit
holders; it is very easy these days.

Much is talked of America, that in
America such Trusts were there, Yes,
in America such Trusts were there,
because in America substantial savings
of the middle class were there unlike
in India and the big American mono-
polies had their eye on the middle class
income for making speculative gains.
That was the purpose of the Americans
to have such Trusts, Since our Min-
ister is quoting the American example
with some modification, it means the
object of the Unit Trust also in prin-
ciple is the same as that of the Trust
in America.

Finally, as we all know this country
has a Plan, Our Plan has certain
priorities, namely, capital formation,
proper investment in the public sec-
tor, etc. The community savings
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must be channelised in furtherance of
the nation's priorities, and if that is
don‘e it will further strengthen the
qatxan and jt will mean lesser taxa-
tion on the people. It will be the big-
gest crime for the Government to mop
up cqmmunity savings to further spe-
culative gains. Perhaps it was because
socialism—perhaps it is the redefined
Jaipur socialism—is suited hundred
per cent to the interests of big busi-
ness in this country that a person
declared. I am quoting from the Times
of India, dated 28-11-1963:

“In his presidential address, he
said that the industrial and trad-
ing community was one with tne
people in their aspirations to estab-
lish democratic socialism, in re-
defining democratic gocialism,  he
added, Mr, Nehru had confirmed
his faith in the objectives embodied
in the Constitution.”

‘Then he said:

“1t is only under these condi-
tiong that democracy can survive,
as has been stressed in the Jaipur
resolution.”

Here is a gentleman who vouchsafes
for the Jaipur resolution, for the re-
definition of socialism. I do not think
anybody will be surprised to know
that that person is none other than
Shri Shanti Prasad Jain. Under these
circumstances, Sir, it is high time for
the Government to give up this garb
of a socialism and allow the country
to go forward along the real path of

scientific socialism.

Shri Morarka: Mr. Deputy-Speaker,
Sir, as 1 sat here and heard the
speeches of the two hon. Members from
the Opposition, I must confess, I was
not only surprised but also disappoint-
ed. Dr. Lohia who spoke first took
this opportunity to criticise  the
Finance Minister. He said only one
thing which is pertinent or relevant
to this Bill. What he said was that in
this institution whatever money is col-
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lected would ultimately be invested in
the.concerns of monied people. As
against that, Shri Umanath’s feeling is
that only moneyed people would buy
the units. If you compare these two

speeches. ...

Shri Umanath; I did not sav
moneyed people’.

‘nly

Shri Morarka: He said that mostly
moneyed people will buy and moneyed
people will control this. If you put
these two speeches together, what
would be the net result? He says
money would come from monied
people and Dr. Lohia says money
would be invested in the concerns of
the monied people. If the moneyed
people want to invest their money in
their own concerns, I do not think
there is any law which prevents them
from doing it. 1f the speaker who
preceded me had studied this Bil!
more carefully or at least as carefully
as he studied the Chagla Report, per-
haps he would have made a better
contribution to this debate. He mis-
sed the main points in this Bill and
concentrateq only on Chagla Report.

At the present moment there is no
opportunity for the middle class and
the lower middle class people to in-
vest their savings, whatever they may
be—their savings may be small or
meagre— in any industrial enterprise
or commercial undertaking. In other
words, they do not get any benefit
from the increasing prosperity of the
country. They could do that only if
two conditions are satisfied, namely,
that the value of the shares of the in-
dustrial unit is very low so that they
can buy them with their meagre
savings and, secondly, they are pre-
pared to take risk about the fortunes
of that individual unit. In order to
diversify the risk, in order to reduce
the risk to the minimum—the risk of
investment—and also to give them a
chance to invest any amount even as
small as Rs. 10, this Unit Trust is being
set up.
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The only criticism against this Unit
Trust, which I have read in the Press
as well as heard outside, is that instead
of this Bill there should have been
passed a general enabling law under
which Unit Trusts could be created not
only by the Government as a mono-
poly in the public sector, but by any
person who wants to set up a Unit
Trust. I do not agree with this criti-
cism. So far as this particular type of
institution is concerned, there are
reasons, in my humble opinion—very
valid reasons—why a Unit Trust
should not be started, at least to begin
with, in the private sector. The rea-
sons are; firstly, till now there has
been no control, no check at all on the
establishment of, what is known, as
the investment company. These in-
vestment companies have been started
in this country ever since the year
1933 when the recommendation in the
Minority Report of the Banking En-
quiry Committe was first made. In
accordance with its recommendations
certain fiscal concessions were also
given, namely, exemption from the
super tax on the dividend income of
these investment companies: Not-
withstanding that and notwithstanding
the fact that there are about 800 to 900
such companies in this country, they
have not served the real purpose for
which such companies were created.
They have not mobilised the savings
of this particular section. What they
have done is, they have more or less
affiliated themselves to one indust.ial
house or the other and instead of
playing the role of an investment com-
pany they have assumed the character
of holding companies. They have held
shares in most of the companies with-
in that particular group,

Secondly there is another reason
also why I say that at the present
moment there is no need for a trust
of this type to be created in the pri-
vate sector. The savings of the people
in this country are very low and the
confidence of the people is more in the
government than in the private indi-
viduals.
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Thirdly, there is no room at the
moment for many trusts of this type to
exist side by side. After this move-
ment gathers momentum and people
develop confidence, then perhaps there
may be some justification for starting
more such trusts in the public sector
or have some in the public sector and
some in the private sector. To begin
with, as an experiment, it must be
done very carefully. The confidence
of the people has to be developed in
this type of Trusts.

Fourthly, Sir, you know that the life
insurance business has been nationalis-
ed. One of the main reasons for
nationalising it was that life insurance
business mobilises the savings of the
people, mostly the poorer sections of
the people. Those savings were in-
vested recklessly, with a certain
amount of bias and not judiciously and
that was the main reason why Govern-
ment was compelled to nationalise life
insurance -busiqgss. When Govern-
ment has nationalised life insurance
busiess on those grounds, it would be
absolutely inconsistent and under-
standable how it can allow such a trust
to be incorporated in the private
sector.

Firstly, there is a demand for
nationalisation of banks. Though
Government has not accepted that de-
mand, it cannot remain oblivious to
the feelings of the people. Though it
may not nationalise banks for the
present, the fact remains that there is
a desire on the part of the people that
the savings of the community must be
controlled by the State and not by the
individuals. When the savings of the
community are controlled by the State,
they are utilised in the interests of the
society in general; on the other hand.
if they are controlled by a few indivi-
duals, there will be an investment-
bias.

16 hrs.

There is also another reason why at
the present moment we should not
have such a trust in the private sector.
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The number of securities in our stock
exchanges are few, There is no scope
for many such trusts to function. I

wonder whether there would be
enough scope even for one trust
of this size. As the hon. Finance

Minister stated, we have got huge in-
vestment programmes and when these
programmes are implemented no doubt
we would have more of industrial se-
curities but, just at the moment, it is
very difficult to feed even one such
Trust. ’

Then, for the initial capital that is
required, Government has found Rs
23 crores from the Reserve Bank, Rs
75 lakhs from the State Bank and Rs.
75 lakhs from the Life Insurance Cor-
poration, making a  total of Rs. 4
crores, and Rs. 1 crore from all other
scheduled banks. If this facility is
given to the private sector, can any-
body seriously say that mmal contri-
butory capital of the mngmtude of Rs.
§ crores could be found by any one of
them? When even in schemes which
are more lucrative, which are early-
maturing, pople do not find enough
capital, it would be much more difficult
to find capital for this purpose. There-
fore, from this point of view also, to
begm with at least, this institution
must be in the public sector as is at
present proposed.

The scheme which the Govern-
ment has envisaged in the Bil] is, in
my opinion, a perfect one, where the
contro] and direction of policy matters
and other things reside with the Re-
serve Bank. The Reserve Bank is
one institution against whose policy or
impartiality nobody in this House or
outside can say anything. When an
jnstitution like the Reserve Bank,
which is the currency authority of this
country, has been entrusted with the
task of appointing suitable trustees,
giving directions and looking after the
management of the trust. I think no
one should have any objection, in fact,
no better agency could be found for
this purpose in this country.
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There are a few suggestions which
deserve the attention of the hon.
Minister. Firstly, coming to the tax
concessions which the hon. Minister
has given, so far as the Trust is con-
cerned, the concession will apply to
the entire income of the Trust from
the dividends or from other sources.
The Trust will not pay any income-
tax, super-tax or super profits tax,
But, so far as individuals are concern-
ed, there is an exemption up to only
Rs. 1,000, and that is only for the pur-
pose of income-tax; not for the pur-
pose of super-tax. In marginal cases,
what may happen is that a person who
was not attracting the provisions of
super-tax hitherto, by getting this
Rs. 1,000, would come under the brac-
ket of super-tax in which case, even
though he would be gaining in income-
tax he would be losing by way of
super-tax. I am sure, the hon. Finance
Minister will give careful considera-
tion to such marginal cases and give
some relief.

Apart from the question of mobili-
sing the resources of the people and
giving an impetus to the industry,
another useful purpose which this
Trust is going to perform in times of
crisis is to give support to the faltering
stock exchange. Stock exchange is an
index of the market position and un-
less it is supported in such times by
some agency or the other, a crisis can
be developed very fast.

Experienced people and experts who
guide the investment and diversifica-
tion of iuvestment of this Trust will
no doubt be a great advantage to the
unwary and poor people. It was not
long ago that the interests of the
small investors was roused in the field
of investment in industrial shares.
They were mainly attracted by the
quick profits that the others were
making. Because, the shares, even
before they were issued, were being
quoted in the market at a premium.
So, people who were not genuine in-
vestors bought the shares when the
price was low and sold them when
the price had gone up, even before the
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type of people the stags took advan-
type of the unwary and poor investor.
But a contingency like that, a possibi-
lity or situation like that would not
arise if we have a Trust of this type.
Because, the investment of the Trust
funds would be gpread over and diver-
sified in so many securities, that even
if one security turns out to be bad or
inferior, the profits in the other securi-
ties will more than make up for that
and on the whole the investor, the
unit-holder would stand to gain.

At the same time, the investors
should also understand gne thing. So
far as this Unit Trust is concerned it

, cannot give them very quick profits
or large speculative gains. They must
look upon their investment or the
purchases of this unit from a long-
term point of view, because then only
they would get the benefit of capital
appreciation as well as a steady divid-
end income.

I am sure Government and Reserve
Bank will take note of the fact that
our people are not very much invest-
ment minded yet. Therefore, the
target of Rs. 100 crores per year whicn
the Finance Minister has in view
would be achieved only if people are
properly educated. Unless something
is done so that the advantages and
merits of this Trust scheme are
brought to the notice of the small in-
vestors, I am afraid that at least in
the initial period the targets may not
be achieved.

Now I come to the few suggestions
which I have to make in this connece-
tion. Firstly, since there would be two
big investors one the Unit Trust which
we are now incorporating and the
other, the one which is already exist-
ing, the Life Insurance Corporation,
there should be some sort of working
understanding or arrangement between
the two. Otherwise, they can easily

compete with one another and, in the.

process, their interests may suffer. So,
there must be some sort of under-
standing.
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Secondly, the hon, Finance Minister
must give some indication of the in-
vestment policy which this Corpora-
tion or Trust is going to pursue; and
when I say the investment policy, I do
not mean the details but the broad
outline must be indicated. For exam-
ple, what would be the maximum
amount that this Trust will be per-
mitted to invest in the securities or
shares of any one company? Secondly,
what would be the policy it will follow
in under-writing shares of new com-
panies? What would be the distribu-
tion of the investment between the
shares, debentures, preference shares
and Government securities?. Would
there be a qualification, that is, a mini-
mum return on the shares before an
investment can be made and also in
what circumstances the investment
could be liquidated or the holdings
could be sold? These are the general
things about the investment policy
which at the time of incorporating
this the hon. Finance Minister might
indicate.

Then. this must have a research
and statistics department. That is
very vital. For any unit trust to be
successful it must have a very elabora-
te resarch and statistics department. I
am sure, though there is no provision
in the Bill itself, the hon. Finance
Minister will take note of it and ask
the Reserve Bank to start one,

Then, as the hon. Finance Minister
has also said, in due course the unmit
holders must get a right to elect their
trustees. At present for practical
dfficulties this right is not being given,
but in due course when the contribu-
tary capital is refunded and repaid, the
only capital that would remain would
be the capital of the unit holders only,
the holders, must have a right to
elect some of the trustees at least.

A portion of the provident fund
savings must be diverted towards the
purchase of these units. That means,
the workers would automatically get
the benefit of increasing industrial-
isation, growth and prosperity etc.



3087 Unit

[Shri Morarka]

My final suggestion is that the value
of the units concerned must be calcu-
lated as frequently as possible and
must also be publicised every week
for the information and knowledge of
the people so that when the purchase
and sale of these units take place peo-
ple would know what their actual
worth is.

1 have got a few other points also
but since my time is up, I hope to take
them up at the time of the clause-by-
clause consideration. But there is
one point which strikes me as very
obvious. Clause 23, sub-clause (1)
provides that when profits become
divisible among the contributaries they
would be divisible according to the
proportion of their contributary capi-
tal, but in sub-clause (2) the same
phraseology is not used for profits
becoming among the unit holders.
In other words, it is not known how
the profits would be divisible among
the unit holders, I think, it is only an
obvious omission and there also it
should be in the same phraseology.

Shri M. R. Mlasani: Mr. Deputy-
Speaker, Sir, I rise to speak in support
of my amendment, namely,—

“That the Bill be circulated for
the purpose of eliciting opinion
thereon by the 29th February,
1964.”

Sir, when I saw the name of the
Unit Trust of India Bill on the Order
Paper a few days earlier I was delight-
ed. I thought that my hon. f{riend,
the Finance Minister, who is an imagi-
native person was going to perform a
great service to the country by brin-
ging in legislation that would enable
the formation of unit trusts in our
country by giving such trusts certain
facilities and, maybe, some tax conces-
sions, 1 was glad because, as the hon.
Minister has pointed out, there are
certain extremely beneficial aspects or
features of a unit trust as it has been
practised in Britain and America. The
first is that it enables the mobilisation
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of the small savings of the small man
which otherwise might remain unuti-
lised productively. The second benfit,
as he himself has said, is that it fosters
the creation of a property-owning de-
mocracy, an ideal that really is the
highest form of socialism and of social
welfare in any part of the world where
the great bulk of the people participate
in the process of production by seek-
ing to invest their little savings and
getting their share of the national
dividend in that way.

Today, if there are countries where
there is social justice and social ad-
vance, they are the countries where
the unit trust, among other things, has
made its contribution, Finally, the
unit trust, as has been said by the hon.
Minister, provides even the small man
with the chance of avoiding putting all
his eggs in one basket and of spread-
ing his savings thin so that no disaster
may overtake him. Even a man who
puts in Rs. 10 does not put all the ten
rupees in one enterprise; a rupee each
goes to ten enterprises so that if one
makes a loss he might be compensated
by the gains and profits of the other
nine. This diversified portfolio, which
was beyond the reach of the small
man with Rs. 50 or Rs 100, now comes
within his reach. These are tremen-
dous advantages.

The story of the unit is a success
story. In America the total invest-
ments go into Dbillions. Even in
Britain there are &£ 257 million invest-
ment in these small amounts. The
essence of the Unit Trust is a volun-
tary coming together of small inves-
tors. The essence of it is that it is
non-official and the Government has
no role to play whatsoever except
that of supervising the honest admi-
nistration of these funds. The third
and the most essential aspect of the
Unit Trust is that it enters into free
competition with other Unit Trusts
and with other investment organisa-
tions in the country. Their healthy
principle of competition is what has
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developed Unit Trusts and made them
what uney are in these countries. It
is for these reasons that I said I was
delighted that we in our own country
were going to facilitate such an
Adnstitution comung into existence. But
when we read this Bill, my hopes
were dashed because I found that this
Bill was something quite different—
that a very good idea was being dis-
torted and twisted to an unfortunate
purpose.

There is nothing wrong with a Cor-
poration being put up even under the
acgies of Government. I believe in
the mixed economy. If a governmen-
tal Unit Trust wants to compete with
the other Unit Trusts, I have not the
least objection. 1 wish it luck. But
this is not what the Bill does. The
Bi'l does not bring into existence one
official Unit Trust and say that every-
one can come into the field. I am
very glad to say that my friend
Mr. V. B. Gandhi of the Congress
Party has tabled an amendment, List
No. 2, where he wants that similar
privileges and similar facilities should
be given to other Trusts whether they
may be in the State sector or the free
sector. If the hon., Minister would
give a categorical assurance that in
the next session, he will introduce
such an enabling Bill as Mr. Gandhi
wants, by which other Unit Trusts
will get the same tax advantages and
the same facilities, any doubts that I
may have on the subject I would be
prepared to give up.

Shri T. T, Krishnamachari: I am
sorry I have to allow the hon. Member
to continue to have this doubts.

Shri M, R. Masani: Then I am sorry
I am confined in my suspicions about
the intentions and the effect of this
Bill. This Bill creates another State
Capitalist Monopoly. We are opposed
to all monopolies, whether in the
State sector or the private sector. But
this Bill creates another obnoxious
State capitalist monopoly. It will
have very disastrous effects on the
industrial future of our country. Let
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there be no questions as to who will
dominate the Corporation. It js the
Government of the day. Eight out of
the ten trustees are going to be the
nominees of the Finance Minister. The
Finance Minister says that the Cen-
tra] Government only occurs once in
the clause about the dissolution. But
that is not so because 8 out of the 10
institutions that will nominate the
trustees are themselves the nominees
of the Government. Therefore, this
will be a Corporation dominated four-
fifths by the Government of India and
one-fifth by the spokesmen of the
scheduled banks who are given a
minor share.

I think it is a pity that this is so
because it gives a fa'se start to a
good idea. And I say it is a pity
because it is going to doom the idea
to failure. I fear that this is going
to be an unsuccessful ecffort, unsuc-
cessful because of this bureaucratic
domination of what should have been
a free institution.

Contrary to my friend Mr. Morarka,
my undeistanding is that people do
not trust the Government to adminis-
ter their funds because they know
what a mess they have made of the
administration of the State enterprises
which give 05 per cent return on
capital. If they think that the Unit
Trust Corporation is going to give
them ! per cent on their capital, on
their money, not even a man Wwith
Rs, 10 is going to sink his money into
such a wasteful project. Therefore,
with this unfortunate recorq of failure
of Statc enterprises in our country, to
ask the nominees of Government now
10 invest profitably the savings of the
small people is to create difficulties in
this investment. There are people in
whom the small investor has confi-
dence. This is shown by the fact that
in public limited companies are thou-
sands and thousands of small share-
holders, some of them going to lakhs
now. In America, the number of share-
holders of Corporations goes into
millions. If, in place of that, you put
4 few bureaucrats to administer your
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investments, then people are going to
keep away from this experience. No
doubt, some money will be found
because of the tax exemption,
because of this bribe or bait that you
do not pay income-tax on these earn-
ings. But that is not adequate because
in the end it is confidence in the
capacity, in the vision, in the imagina-
tive qualities of the investors that will
win. In Britain, Unit Trusts have
succeeded because the men who run
them are not only honest but are also
captains of industry and finance,
because they know how to make
profits. they know what will make a
profit—they have got good judgment.
Now, the bureaucrats who are officials
in State institutions are good people;
they are honest people and they will
do an honest job. But they are not
fitted for the role of being entrepre-
neurs or judging entrepreneurs.

Then, as my hon. friend Dr. Lohia
quite rightly pointed out, politics will
enter into this. There is no question
about it. Politics will enter into it as
it has entered co-operative societies,
land mortgage banks and other public
institutions in our country. In the
United Kingdom, investments are
made by the trustees on merits. Their
only anxiety is to know: ‘Is it a safe
investment? Will it give a good
profit?’ But, here there will be @
third consideration, namely politics;
and politics may take relatively desi-
rable or relatively undesirable forms.
The relatively desirable form is ‘what
is in the public interest’. The trustees
like other Government institutions
will say ‘We think that the country
needs more of this, and we think that
the country needs less of this". As
soon as this kind of arbitrary subjec-
tive factor enters into the judgment
of where the money of the investor
should be invested, you are not going
to make the maximum profit because
doctrinaire considerations will enter.
This is the lesser evil.

But the bigger evil, as Dr. Lohia
pointed out, is the corruption that this
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will bring in. Every licence and per-
mit already is a source of corruption.
Now, you will get a very big lollipop
offered; if this Unit Trust invests in
a company, it gets capital; if the Unit
Trust does not invest in it, it does not
get capital. Think, Sir, of the financial
power of corruption that will be
implicit in such an arrangement. Think
also of the prejudice that can be exer-
cised, because the Unit Trust of India
will have prestige and its refusal to
invest in a company would be consi-
dered to be a black spot on the credi-
bility of that concern. Supposing a
particular concern applies for a loan
and it is refused, people will be fright-
ened, and they will say The Unit Trust
of India does not trust this concern;
it is going down. In other words, it
will be a kind of Damocles’s Sword.
The granting of credit will be a
favour and the denial of credit will
be punishment.

Then, judging by the light of what
happens in connection with the funds
of politica] parties during elections,
which are tolerated by the Congress
Party against the wishes of all the
Opposition Parties,—when the Com-
panies (Amendment) Bill was before
the House, every single party, except
the Congress Party, wanted to ban
corporate contributions to political
funds, excepting the majority party
which carried it through the House,
and they were the greatest beneficia-
ries of that provision in 1962—in such
a situation it is quite clear that the
danger will be that there will be a
quid pro quo, that a firm that gets
money from the unit trust will be
expected to give back a part of it to
the coffers of the Congress Party.
This is a danger that we cannot ignore
after the scandal involving Shri K. D.
Malaviva and Shri Serajuddin. These
are things that are bound to happen.
Some Ministers may be honesf; others
mav not be so scrupulous.

Therefore, it comes to this that to
the a'rerdy suffocating amount of cor-
ruption in the country we are going
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to create and add a new instrument
of corruption.

There is aiso another positive
danger. Funds that would have gone
to productive enterprise earning 6 per
cent or 8 per cent or 10 per cent or
12 per cent as in the normal course,
would now be drained away from pro-
ductive enterprise because of this tax
concession. The bribe or the tempta-
tion to avoid paying tax will be there,
saying ‘Why do I give it to a private
company? Why do I not give it to
the Unit Trust, because I would not
pay tax?’ As I said earlier, there is
every likelihood that the investments
made by the Unit Trust will be less
productive than the investments made
by those who are risking their own
capital. Therefore, moneys will be
diverteq from more productive invest-
ment to less productive investment
like the State enterprises which give
their half per cent of return on capi-
tal. Is that a good thing for the
country? Is it going to
economic development?

So, there are the political dangers
of corruption, political patronage,
poiitical victimisation on the one hand,
and the economic dangers of diverting
investment from more productive to
less productive quarters on the other.
These are the dangers of monopoly.
As I said, we are opposed to all mone-
poly, whether in the State sector or in
the free sector.

This is an unfortunate adaptation
of a very valuable devicee. What
should have been done would have
been, as Shri V. B. Gandhi has sug-
gested, to bring forward an enabling
Bill to say that from now on a Unit
Trust may be formed by any group of
people who want to form it, and they
will have such and such regulation
and supervision from the side of Gov-
ernment and they will have such and
such concessions or tax rebates. And
then, let the field be open. Shri
Morarka gave a very pathetic ration-
alisation of the reason for this mono-
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poly. He said that nobody else woula
be in a position to find the capital.
Well, if nobody else would be in a
posiiion to find the capital, why are
you frightened of it? Why bar com-
petition if you are prepared to face it?
The answer is that there are sources
in this country from which rival cor-
porations would have come. Shri
Morarka's plea that money is not
available is a very good reason for
throwing the door open to anyone.
It Shri Morarka is so confident that
nobody else can put across Rs. 5
crores, he should support me in say-
ing, ‘let there be an open door. Let
anyone come with Rs. § crores. I do
not believe he will’. It ig precisely
because competition would come in
that, this tax rebate basis, a monopoly
is heing created. All monopolies are
bad, and a State monopoly is the most
vicious of the lot.

Therefore, since this measure is a
distortion of a good idea, since the
country has not had time to consider
it—most people do not even know
what it is about, including, if I may
say so, many hon. Members of the
House—it is necessary that some more
thought was given to it to study the
measure in its implications, and that
is why I propose that this Bill be
circulated for eliciting public opinion
for a period of three months.

May I say in conclusion that this is
not the only or isolated example of
efforts to hustle the House into passing
hasty, ill-digested legislation? Bills
are flung at us by the half-dozen and
we are told that within a fortnight or
week tliree of them have to go through
and become law. This is not worthy
of this Parliament. If there is a new
measure, let it go to a Select Com-
mittee, a group of 20 Members of this
House, let them study it, turn it
around. There is no reason for the
ruling party to worry. It will have
its majority. Why this indecent haste
in wanting to create new institutions
within one week? What is wrong if
we wait till the 29th February? The
heavens are not going to fall if the

N
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Unit Trust is not brought into exis-
tence for three months. Bureaucratic
delays will take that much of time
anyhow. It is much better that we
properly digest these proposals and
examine their implications, pro and
con, and if after that the House is
satisfied, let a Select Committee report
on it. Let the Select Committee try
to improve the measure and report to
us. But this attempt to ram things
down the throat of Parliament with-
out giving sufficient time for discus-
sion and assimilation is a bad practice.
And our amendment is a protest
against this attempt to hustle the
House into passing a measure which
most of us have not had time even to
understand.

Shri A, S. Alva (Mangalore): Sir, 1
welcome this Bill. Shri M. R. Masani
who spoke for circulation of the Bill
is reading too much into the Bill,
which is really not warranted by the
provisions of the Bill itself.

This is an enabling measure which
the Government are bringing forward
to sce that as far as possible the small
investors, even wage-earners and mid-
dle class people, could invest their
money in some enterprises so that they
may get the best benefit out of it. As
far as big business is concerned, there
is absolutely nothing that prevents
them from forming companies or
from speculating or from doing any
such thing. But unfortunately in this
country, there are several investments
which draw the money of the poor
man, the middle class man, because
he does not know what is best for
him; sometimes he also finds it diffi-
cult to invest the amount in private
banks and so on.

To help him out of this difficulty,
this Bill has really come in Very
handy. As a matter of fact, here the
units which range from Rs. 10 to
Rs. 100, and one investor does not
compete with any other investor. A
rich man can invest any amount in
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these units; so also can a poor man.
The advantage offered to the poor man
15 that in respect of the income he gets
out of it, upto Rs. 1,000 will be free
of income-tax. Further the expenses
of the management that will fall on
the units will be only 5 per cent or
less. That is to say, practically they
will be getting almost the entire
income,

It is said that Government is creat-
ing a monopo'y, so that corruption may
increase, so that they may invest this.
money in whatsoever concern they
like, where they get only two per cent
or half a per cent profit. That is not
at all correct. Government is easily
charged with corruption, but we know
that in the private sector it is not only
corruption, but the entire money also
goes away from the investors. The
Vivian Bose Report has been an eye-
opener to us as to how two or three
people can form a subsidiary company
and draw away the entire money of
the shareholders and deprive them of
their investments.

Here, though the trustees will be
nominated by Government, there is
no harm in it. After all, people have
elected them, and the majority party
forms the Government. Corruption
will be there as long as the nation
itself is corrupt. That is the difficulty.
People should realise their responsibi-
lities. It is they who make others
corrupt. If the consciousness of the
ordinary man is roused that he should
not offer bribe or do such things, cor-
ruption ‘will become much less. So,
there is no point in talking of corrup-
tion, or saying that Government will
misuse people’s money.

Shri Umanath talked about socialism
and all that but they are beside the
point. Government only wants to see
that the poor and ordinary people
who have also got some money to
invest, may have an opportunity to do
so, and they will be safe it is a Gov-
ernment institution. Otherwise, the
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entire money of theirs will be spent
and savings will not be done by them.
That is the main purpose. Shri Uma-
nath also said that the trustees will
not know anything. Actually, they
will include persons who know where
to invest and how to manage the
institution.

Another inducement to the ordinary
investor is that whenever he wants
back his money, he can transfer his
unit. The Trust itself will buy it
back at the price quoted on that day,
so that nmot only is his money safe, he
can also, get it back when he wants
for other purposes.

I have to disagree with Shri Morar-
ka on one point. He was speaking
about marginal cases with respect to
the exemption of super-profits tax. A
person can always distribute his units
among several persons, so that each
comes within the margin, and thus
save a lot by way of super profits
tax. So, I support the present pro-
vision. There is nothing objectionable
in this Bill. They say that this Bill
must go for circulation. The prin-
ciples are well known and there is no
policy or anything involved. I do not
support the amendment.

Shrimati Sharda Mukherjee (1latna-
giri): Sir, I welcome this Bill. I
congratulate the attempt of the Gov-

ernment of India to promote the
Unit Trust of India. Despite what
some hon. Members have said, in

essence this is conceived for the be-
nefit of the small investors from the
more than Rs 10 to buy a unit
more than Rs, 10 to buy a unit
while It also caters the man
Wwho can spare more and pay Rs. 100;
each one according to his capacity can
avail himself of the facility and put
his savings in a safe investment. There
is a growing need in our country for
investment from the point of view
of a person who may have a small
amount of savings but who is un-
familiar with the intricate details of
investment or who may live in a place
where inadequate facilities or even
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no facilities for investment exist. In
addition to postal savings and savings
certificates, he will have an extra
avenue of investment. However the
empirical fact before us is that the
best conceived schemes have no guar-
antee of success unless they are ex-
ecuted with imagination and effi-
ciency. Therefore, primarily the units
must be easily purchasable and equal-
ly easily redeemable. A unit holder
should be able to cash his unit across
a bank counter of any scheduled
bank as in the case of travellers’
cheque, at the rate determined and
announced by the Unit Trust of
India. Transfers ghould be possible
at bank counters as in England. The
dividends on the units should be made
payable through coupons which are

easily cashable. Government may
also consider following the pattern
prevalent in England where thrift

schemeg exist whereby people make
regular payments periodically which
are later used for the purchase of
units, Certainly this scheme can be
tried out in factories where workers
may find it easier to pay a rupee or
two a month rather than a Jumpsum
of Rs. 10 upto the time when the re-
quisite denomination ig reached.

Taking into consideration the fact
that there is lacking in our country
the average standard of literacy per-
taining in western countries where
the unit trusts have been operating
successfully for a number of years,
unlesg the simplest methods are used
for the purchase and redemption of
units and collection of dividends, I
doubt whether the scheme will have
encouraging results.

I submit that if this prompt redemp-
tion is to be made possible from the
time the Unit Trust of India comes
into operation, an initia] capital of
Rs. 5 crores may prove inadequate. Al-
though it is the intention of the Gov-
ernment to keep the management ex-
penses at the barest minimum, it will
be necessary for the Government to
spend a considerable amount at least
in the initial stageg to popularise the
scheme. Then there must be a re-
serve fung at least to pay off those
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unit holders who wish to cash their
units. This does not leave much out
of Rs. 5 crores for the initial invest-
ment by the trust in the shape of se-
‘curities. If the Government really
wishes to make a success of this, it
should consider havimg a larger initial
amount. Despit what some hon.
Members have said, the adventages
are undoubtedly in favour of the
smal] investor; there is the safety of
the investment. There is guaran-
teed and reasonable rate of re-
turn; up to a thousand rupees the
unit holder wil] be free of inome-tax
and even the small investor can be
reasonably sure that his investments
will be handled by experienced people.
Moreover, the small investor will not
be burdened with the handling of de-
tails concerned with the ownership of
investment in the corporate sector, and
as the units range from Rs. 10, to Rs.
100, no investor, however small, need
be left out,

The one indisputable fact is that
the traditional habits and the prevail-
ing conditions in our country have
produced a tendency to invest in pro-
perty or in gold and silver rather than
in securities. This ig not an unusual
tendency in under-industrialised
countries where there is an absence
of adequate number of sound securi-
ties in the security market and an
equal lack of diversified investment
-opportunities.

But the disturbing fact is the
phenomena] rate at which property
values and gold ang silver rates have
-appreciated in the past ten years, and
further, the low percentage of the
gross domestic capital and savings
formation in relation to our gross
national product. I quote the figures
from the Finance Ministry’s Pocket
Book of Economic Information pub-
lished in 1963. The percentage pre-
vailing in India is 85 which is low
even compared to the other develop-
ing countries jike Burma and Ceylon.
In Burma the percentage is 14 and in
*Ceylon it is 13, while in the West, the
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Percentage is about 22 to 23. Therefore
it is essentia] that if we want to in-
crease our national productivity, we
must do all we can to increase sav-
ngs ang to channel such savings into
industrial investment.

Sir, as an indication of the publie
responce to the Government savings
scheme, I may quote some of the
figures which have been given by the
Reserve Bank of India in its Report
on Currency ang Finance, which states
that despite certain concessions in
taxes given by the Government the net
savings in the post office savings
scheme have dropped. For instance,
the post office savings scheme
hags shown a drop of Rs. T
crores in 1961-62, compared to
the year 1960-61. Although in the ini-
tial years it had increased—in 1958-
59 it had increased by Rs, 2 crores,
in 1959-60 by Rs. 8 crores, and in
1960-61 by Rs. 17 crores—it has now
dropped by Rs. 7 crores in 1961-62.

Similarly, the small savings in
1961-62 show a substantial decline ef
Rs. 16 crores over the net receipts of
1960-61, and the net receipts also fell
short of the annual average target of
the Third Five Year Plan which is Rs.
120 crores. The net receipts have been
only Rs. 106 crores in 1960-61. This
only proves my point that there is an
urgent need to provide safe and easy
methods of investment to people and
to induce people to save in securities
rather than in property or gold and
silver, the rateg of which have shot up.
It is just as necessary to establish
confidence in the people that apart
from yielding a good return these un-
its will be easily transferable.

Now, I must point out certain built-
in dangers which come to my notice
in the possible operation of this
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trust. It is true that the trust will be
overburdened with an element of
oificialdom and may lack the imagi-
nation ang drive necessary to take ad-
vanlage of the prevailing market con-
ditions for investment and to popu-
larise the scheme. Secondly, there is
a danger that the unfortunate system
which sometimes influcnces the licen-
sing of industrial undertakings may
also creep into this, and thug the big
industrial power groups may have ais
added advantage. If the unit trust
helps the capital market instead of
puiting a curb on it, it will have ren-
dered indeed a tremendous national
service. Therefore, I think that
there shoulq be first of all a limitation
of 10 per cent of the capital of the
Trust being invested in any one con-
cern. As  the Trust gains momen-
tum, it will have a considerable
amount of capital at its disposal and
wiil be in a very powerful position.

It wiil alsgp be necessary to popu-
larise this scheme, to explain to thc
people thati this is not an investment
which will have easy and quick ap-
preciation, but it is a long-term in-
vestment. This, 1 add to my first
condition, where I said that unless
imaginaticn is shown in the popularisa”
tion of the scheme and unless easy
conditions are provided, it will not
have the necessary respounse.

The Finance Minister has given
the assurance that the representatives
of the contributors will be on the
Boargq or Trusteeg once the Trust gets
going. According to the Bill the
Board will have 7 Government no-
minees and 2 trustees elected by the
contributing institutions. I feel that
there is a need to provide for at least

two trustees to represent the unit
holders.
As an incentive to investment in

this, in clause 32, relief from income-
tax is provided up to the extent of
Rs. 1000 accruing to the holder as in-
come from the unit. 1 suggest that
there should be a tota] relief as in
the case of postal savings, and the in-
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come from the unit should not be
computed with the total income of
the unit holder. Otherwise, it will
mean only a partial relief as in the
cas¢ of rebate on insurance.

Finally, it is only right that this
‘Trust should be 3 State undertaking
and a respousibility of the Govern-
ment. I agree with Mr, Morarka on
this point. I have known only too
wel] the number of cases where un-
wary investors have been defrauded
by brokers. It is true that ijn the
United States and U.K. the Unit
Trust movement has been operated
‘n the private sector and has shown
remarkab]e results. Even in the West
Europcan countries and in U.K. these
wrusts are operated in the private sec-
tor. But till business traditiong are
more sccurely established ang educa-
tion is more widespread and also till
other facilities are more easily avai-
lable in the remoter parts of our
country, it will be premature to al-
low Unit Trusts to be starteq in the
private sector. I must mention here
that in the Asian countries, this is in-
deed a new ecxperiment. Japan has
been the only country tp try it out
and I understand, successfully. I wish
the Finance Minister and the Govern-
meont success in this and I am sure
later on, when conditions improve in
our country, if the climate is ripe,
Government wil] not object if some
trusts are started in the private sec-
tor. I do not think under the condi-
tions existing today, the Trust should
be in the private sector. It is only
right that it should be in the public
sector, with the guarantee of the
State and the Government to back its
safety.

Shri U. M, Trivedi: Sir, when I
read this Bill, 1 was feeling that
now in this country we are either
heading for State capitalism, that is
national socialism, or we are head-
ing for pure communism. At what
particular place we will stop, we do
not know. It creates various reflexes
in the minds of one who wants to

N
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study this problem. After gll, what
is the Government after? 1t is trying
to kilj the goose which lays the golden
eggs. The stock exchange mercnants
all over the various citles like Bom-
bay, Madrasg and Caicutta, wherever
they are, pay us huge sums by way
of jncome-tax. By one stroke of tie
pen we are providing that that income
tax wil] be wiped out and no super
profits tax or income-tax will be pay-
able by this “Stock Exchange Trad-
ing Corporation”—I do not call it the
Union Trust. It wil] destroy thig in-
come which comes to us. We are
further providing that if the income
of those who will be given the bene-
fits to be derived out of it is only about
Rs. 1000, they will also be excmpt
from the payment of income-tax. In
other words, a huge income that can
be derived by way of income-tax will
be taken away and a further invest-
ment will be made. That investment
will result i losg of revenue with the
net result that the next step would
be to find out some other method of
filling up the gap created by the loss
suffered by us from this source.

Sir, 1 hate this monopoly system.
1 hate it in thig manner that every
time we are thinking in terms of hav-
ing a corporation one ulterior motive
appears always to be in sight. What
is that ulterior motive? The present
Government is run by dubious votes
received from dubious sources, To
increase the number of voters over
whom it can have control it is trying
to introduce this corporation. The in-
telligent mass does not want to vote
for the Congress. The Life Insurance
Corporation was created and a huge
number of employees were brought
into that category of semi-government
employees. The net result was that
they were al] netted into the picture
and had to vote for the Congress. Now
they are repenting,

Shri D. C. Sharma (Gurdaspur)-
Most of them voted for Jan Sangh.
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Shri U. M. Trivedi: Yes. You gave

one show of your brain yesterday. Do
not 4o it again,

Shri D. C. Sharma: My brain is
much better than yours.

Mr. Deputy-Speaker; Order,
(Interruption).

order

Shri U. M. Trivedi: The point that
arises in this case is very pertinent.
We have already the State Trading
Corporation—we call it the State
Goods Trading Corporation. We have
the State Stock Exchange Corporation.
Then we have another corporation
which deal; with coal. We want an-
other corporation to deal with mine-
rals. We are having the Shipping
Corporation. So, whatever trade is
available we want to compete with
the ordinary trader. The trade that
ordinary public men, that a particular
individual caa run is to be run by
the Government. We have got a
saying in Gujarati which means that
a Government will go to dogs the
moment it becomes a bania. It i3
now becoming a bania. It wants to
enter into every trade. The martial
spirit which is the only spirit that is
necessary for the healthy growth of
a State, for a healthy Government,
has disappeared. We send only pro-
test notes. People come intp our ter-
ritory and occupy our territory. We
are not able to send them back. We
have no contro] over persong who en-
ter our territory. Why is it so? It
is because the real kshatria spirit, the
real martial spirit necessary for pre-
serving the country has become ab-
sent. We have become so commer-
cialised that we are thinking in terms
of only trading, and trading in such
a manner as to deprive people of their
means of livelihoog and then do
something to harm ourselves, Ulti-
mately, we are not the gainers by this.
Why is it that such a thing is being
done? Is there any reason behind that,
except that of taking that profit
which others are mow making and
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thug depriving them of that profit? If
that is the only method to be adopted
by Government, it is very good, But
is the Government prepared to give
up its method of taxation then? No,
it will not give it up. It will tax us
more, run into loss and then re-im-
burse the loss by taxing us more
This is a vicious circle which i be-
ing followeq by the present Govern-
ment,

There are various other methods or
occupations for the treasury benches
to be engaged in. For example, they
can apply their minds to things which
will lead to the progress of our coun-
try so that this country will flourish,
than waste the energy of this House
on such Bills as the one we have be-
fore us now. We have got a saying
in Gujarati “Nauro Baitho Nakhod
Ghale” meaning that when you have
got no work to do, you always des-
troy something. Thig is what is hap-
pening. It means that there is
enough time at the disposal of the

Ministry and so they want to do
something which destroys the wvery
foundation on wich it stands.

1 would like to support the motion
moved by my hon. f{riend, Shri
Masani, that the B:ll may be circulat-
ced for eliciting public opinion. But,
there also, I feel from the bottom of
my heart that this Bill must be op-
posed tooth and nail. There is no
justification for this Bill being brought
before the House. Let us examine
what we are doing. Are we not go-
ing to have some governmental mac-
hinery for running this? Who will
man this organisation? Who are go-
ing to manage it? Who will provide
the money? We are going to order
the Reserve Bank to invest Rs. 2}
crores. We are going to advise the
LIC to invest another Rs. 75 lakhs
ang the State Bank a further Rs. 73
lakhs. Then we ask the scehduled
banks also to invest so much of
money. In other words, we are en-
tering into the life of one and sun-
dry for setting up this organisation.
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It is a public concern, or a govern-
mental machinery, which is going to
be set up with the investment of
rublic institutions so that some profits
may flow into it. But what about the
management? In whose hands will
it be? Will it be public management
or will it be a sort of shadow cabinet
which is being created for the purpose
of running this? If you look at clause
10, you will find that the Chairman
is to be appointed by the Reserve
Bank. Then, four trustees are to be
nom‘nateq by the Reserve Bank, one
trustee by the LIC, another Govern-
ment body, and one trustee by
the State Bank, yet another Govern-
ment body. Then, one executive
trustee is to be appointed by the Re-
serve Bank. So, out of the 10 trus-
tees, 8 would be representatives of
Government. Therefore, if they only
wanted g governmental body, why
could they not have created an ordi-
nary corporation? Why do they want
to give the name of Unit Trust to
this? They could have said that they
wanted a corporation and created one.
Let there be public eontribution to
it let Government contribute 51 per
cent and let it be run on proper and
sound basis, leaving the door open to
competition. It is only when there
is rivalry and competition between the
two units one would be able to judge
whether a particular unit makes pro-
fit or not. But, then, Government
do not want to glve absolutely any
chance to anvbody else. Thev want
2 monopoly. Here is a monopoly. The
hon. Finance Minister was verv clear
in his assertion. When Shri Masani
puts a very pertinent quection, he savs
again that the doubts of Shri Masani
will remain where they are. In other
words. the hon. Finance Minister {s
not willing to consider this proposi-
tion that any other man or anv other
unit ar azv other trust. anv private
trust. can come into the picture and
stand in competition to it.

Now I come to the question of
salarie. to he provided. This Bill
provides—it i3 not 1»ft in the hands
of the Trust itsef—what it will do
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and what it will not do. Again an-
other control is put upon it by clause
14 which says:—

“The appointment of a Chair-
man or of an executive trustee
may be either whole-time or part-
time:"

and he shall--

“hold office for such term not
ecxceeding five years as the Re-
serve Bank may specify;

receive such salary or allo-
wances or both from the Trust
and be governed by such terms

and conditions of service as the
Reserve Bank may determine;”.

It is not that the Trust will deter-
mine them, Is it an autonomous body
which is being created or is it merely
a subsidiary of the Reserve Bank
which is being created for the pur-
pose of taking away the profits of the
people who are investing? In other
words, the whole machinery, as I
see it, will be in the hands of the
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Government for the purpose of run-
ning this trust.

17.00 hrs.

Mr, Deputy-Speaker: He has go!
three minutes more; he can take that
much and finish his speech.

Shri U. M. Trivedi: I will take zome
time more. I have got cight more
clauses to discuss.

Mr,  Deputy-Speaker: He has got
only three minutes at his disposal.

Shri U. M. Trivedi: Why only three
minutes? I am the leader of a party.
I will take a little more time.

Mr. Deputy-Speaker: Then he can
take another five minutes and may
~.ntinue tOmMOITOW.

17.02 hrs.

The Lok Sabha then adjourned till
Eleven of the Clock on Thursday,
December 5, 1963/Agrahayana 14,
1885 (Saka).





