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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 Irom an 
ordinary investment company, was 
established in the United Kingdom only 
in 1931. Until about 1953, there was 
IIOme control over the amount of capital 
which could be raised through sale of 
units. Thereafter, with the removal of 
this control, th-e 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 beli-eved 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 th-e 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 several other countries. Th-e 
advantages and facilities which these 

institutions ar~ now in a position to 
offer to the public arc becoming in-
creasingly appreciated. The reasons 
Why these trusts are popular are self-
evident. The disLinctioil bdween an 
inve<tment 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 availabl-e income, 
whereas in the case of unit trusts they 
are required to distribute the whole, 
or practically the whole, of their 
income every year. 

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 al,o 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, deriv-es 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 s'eCurities. 
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 operated in the 
Western countries. The changes that 
have affected, in the last decade the 
ability of tpe classes that had i~ the 
past a propensity towards thrift, to 
save or invest any portion of their 
incomes, have created a problem. The 
classes that have a desire to save, as 
a security for the future. find it difficult 
to save any money out of their fixed 
incomes. largely bv rca son of the in-
creases in the cost 'of living. The new 
classes, who arc getting an inereased 
income, do not have the same propen-
sity to save because, amongst other 
reasons. thev are less conscious of the 
need of sl?cti'rity for the future. What-
ever may be tile causes tor the slowing 
down of communal saVll1gs, 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 persQn 
who is not well-versed in the operations 
of the monoey and equity markets, is 
not easy. Amongst the middle-classes. 
there are only very few who w<ltch 

. 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 awav any desire on the part of 
persons in the middle and lower income 
groups to invest in S'ecurities because 
of the scares that are created owing to 
the operations by what are ealled 
bulls and bears. 

It will be commonly recognised that 
with the very large investment pro-
gramme that we have before us, the 
eize of whkh 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 some 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 pOllition in regard 

to national savings schemes in the cur-
rent year is encouraging. In the first 
seven months of the year, our net re-
ceipts un(jer small savings have been 
lts, 52' 31 crores as against the figure 
of Rs. 28' 20 crores for the correspond-
ing period last y-ear; 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 
Investment, 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 to acquire 
without much diffi'culty property in the 
form of shares, the base of which is 
something which will not erode, but 
will appreciate in value as 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 O'f persons with incomes 
below the income-tax exemption limit 
who obtain some income in the fonn of 
dividends, seem to support the conclu-
sion tha t the n1.UJlber 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 tlbe 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 Corporatioa 
and the State Bank of India and its 
subsidiaries. Although these organisa_ 
tions and the other eontributorift 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 wilI be run solely in the in-
terests of the unit-holders who will 
be entitled, every year, t'o 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 foc me to deal at 
any length with the provisions relating 
to the constitution, mlnagement and 
functions of the Trust. These are 
mostly self-explanatory and have also 
been summarised for the convenience 
of the Members in the relevant noles 
on clauses. I would, however, like to 
draw the attention of the Hous", to two 
or three main points. 

.It will be open to any person or in,-
titulion to purchase the units offered 
by the Trust, but this imtitulion as We 
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 c"n-
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 
cenerally the dispersal and distribution 

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 (he 
example of other ~o tri~  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 p·eople. 
We have rejected these suggestions and 
have embarked on the proposal to' 
establish a statutory organisation for 
this purpose because o " ~r ", t fecI 
that this is the best method of achiev-
ing the objectives thal we have in 
mind. It has to be recognised that 
the organisations in Western ('ountrie, 
are larger and established and operate 
in much bigger and broad-baser'! 
markets. They afe 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 fOf 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 t ~ 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 prh"ate organisation 
the tax concessions that have been 

. incorporated in the measure that r 
have placed before you. 

Certain refinement.s are possible in 
regard to the nature and consti tution 
of the Trust Board, once the 
Unit Trust gets going and 
obtains sufficient response from the 
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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 
representa ti ve 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 represc'nted ther£'on, 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 urganisation 
to achieve the purpose that we have 
in mind that the Res?rve Bank is 
prepared at the appropriate time to 
take all steps necessary to popularies 
this method of investment. I 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 vol ume of funds for 
investment and also make the owner-
shp 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 securities, be taken into con-
sideration." 

Is Mr. Masani movin, his amendment? 

Shrl M. R. Masani (Rajkot): Sir, 
beg to move: 

"That the Bill be il'~ lte  for 
the purpose .of eliciting opinion 
thereon by the 29th February, 
1964." 
Mr. Deputy Spt'aker: The motiOJl 

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 ~ o t time? 

Mr. Deputy-Speaker: Time aUoted 
is four hours 15 minutes ('ach. Three 
hours for general discussion and one 
hour for clause-by-clausp considera-
tion. 

Shri U. M. Trivedi (Mancis2ul'): 
Four hours for general discussion nnd 
one hour for e1aus'es. 

Mr. Deputy-Speaker: Total allotted 
hours are four. 

Shri Ranga (Chittoor): There will ~ 

one speaker from our side and we 
would like a few more minutes than 
the fift~  minutes limit. 

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

'i'To ~f1:  1'. 1::~5 <'I'lf('lfT \ 'f ~':rr

;;w.) : ' ''TI'ol:f~f If;r~, l1'fc;- fqi'f l1'fT 
;;rT if ; ~ iP:'T'l'[ 'liT,!"" 'l; 'Il'fCf'lT if ~ 
orR "" ~T '(fT=rr :;frf'fi' ' ~  97g:r <it 
if ~" llfm rn: ~ T ""m fcr;w: Of 

~ >;['\<: !!fT1R <!);;mr 'llT ~T I m'fi"i 
'3"f 't 'llfll'1f ~ ift 1R If, ; 1~ <rg-fft 't 
1R if, ~ IJff. l~ 'fo': f~ ~ I ~'" ~ 
~ 'iT ~ '3"f ~ ~ ~;rr ~l1T fofi' ~ 
;;rT >rr<rfl1'f. ~';;rT 'PI' f'ff\.J <f.T '(fTifT ~ 
't ~ 1f,f'R *f'1C<'l' 9;!'I1R( ~~ :'~, 
't m If iflIT ~ ~ ~ I >rMfl1'f. 
t;;rT <:Ifr ~ 'fo':~ '1ft ~, ~ ;;rr;r;rr ~ rr 
~ f'fi' lfir 1f,Re #'1C<'I' 't m If <m 
~~~llT" ~~ I ~qi: 
!'i§ ;;rem ~ a: orr ~ :w:AT 'If~ll  ~it 
f~ ~ 'if<mfT ~ I 
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"q" ~ ~i q : ern f~ ij-
~ ~it I 

l'To Uq: ~~~ i~ : 'l'TiIT 1'l'f7\iT 
~ f,,; i,u .,-{; l'li':T ~ i(i I 

~tqlft' ~ lf : '11'T it. lfll"T rn 
: rr~~ff t 'If" 0; (i'. T :iTf;;rir I 

~o mf ~~~ ;;f f~lfr : Tii ~l'f 
<!{i f", ~ 1TiR: <f;fqC<'f it. <s!rt it 1f'.fT 
~T  Tg g I ~;flfrf:q-;:;r ~f'i 1 ;r. .w-
it 'l'T ?""Q! it ~ f~ f'f7 qf; Y 'l~~ 
'f7f ~TITT I ,!f;cc ~;f 'f if: .w- ~ ' "~Tit 

'g'i9 "-~i ~r ~ I WR ~ >;flAT !l;f1mi1 
CTFfi1T ~, 'l'r if !I;f'RT <f '* ~ "t;,'IT I 

Shri T. T. Krishnamachari: Mv am-
bition is that we should get at least 
100 crores a year. 

TTo Ulf ~ ~ ;;fTft:m : "ir q~ 

1 0 0 ~T  q; <iT": it fff;:r .% ~ I !I;fGf 

11;r<: 9 0 0 1;: 0 'f7T r; ... it. H;m"l fr 
{€fr ;;rr'l 'IT, it liT?: 'IT<: fr f€;HTif 
<111T <f.:T ~ 'Fllf,,; 11;~ r i'r <111Ti1T ~ 

~ 

..... T ~tfT1TT 

""VT I 

TTo mf ""~ ;;r f~lfT : q;<f, ~~ 
'1~l'fT Q:llT I ~ 1 0 0 11 0 it. ~ it. 
f~ ~ -.:<wI ;;rrIf eft ~ (f<f. in:r ~  
!I;f'prcr 'l:F ~, r;<f, ~ ~ 0 0 i1Q:T 
~"rorr ~, Q;'fi ~t t,:~ T ~T'l:, ~T 
~i ~;;rr;: ~~ ~, 'fI:flf... '-Tlf~ fOf\'f 
it f<1lifT ~  ~ fiF 9 0 0 0 ~ 0 ...r ;r<!iT 

,~ 9ifn: \3'I'l' it. ilR ~~ ~iffi 
q. ~ f~ ;;rril1n I (l'T mT ~;;r 
~ f'fi 9 0 ~" : "0 <'IN if; <i/'t'iif if $Il1T 
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it. 'J:'''fT ~ mr "I'm- r.llT I m'fi'f !I;f',q" 

~ wf.r l'fff r~ it F-rI!lT ii fil: :r~ ~;~. 
~ it. 'a'R: ;;fmi it. f"f.~ <ATlfT IT'n 
~ I ~ ~i'  ~ f<f, ~r;  ~ >fT ~~T 
'N 'f.U9 ~, ~ ¥¥ ~ it it ¥ 0 

'fi1:~ f~ ~ efr 9 0 lH ,,0 "fTiSl ;;fr1fT 
it. t{"fT ~r <f,7}r ...r (f{T...r ~ 
i1Q:T ~ f<f, ef.'~ ~ ffit. f... ~ 't T~ 
;;fTm it. f~ ~T IT'n ~,~, 5j'qT1: 

rn <r.T m'R 'PT it ll'm fl1<'l urrifrrr 
f... Iff; 't91i' "I'm! it. f~ <ATlfT ill! T 
~ I ~ i in:r '1~ 1T "fof. m'1 it. l'ff~ it. 
il if~1 

'i'lU <rT"f lfQ: ~ f... ;r.,- l'fm ,,~  it 
f~ 't~ '1'l: fm ~ >fT 
~'fiT r  'fifT "f'l 'iHT ~ I ~ !I;f'RT ~ 
~ ~ ~ I ~'f ~ 'f7T fiR <m1 ~  
mit it ~ ,:it ~ ~ if f'fi'l'lT a :~ 
>fT 'f'Ift i1Q:T 'li'ilT I "fT ftr.<: rn ~ 
Q:T UfI"fT ~ I 1l. f~i'f +rift urr it. 'lfT"fllfT 
ef.'t 'ff 'f.7:: ~" i1Jnf '1'l: qg''fT ~ f<f, "..-it. 
..., if '!['i9 liT ~I', "''fit. 'f·Tl'f ...r '1f<:llfTll' 

lfQ: ~T"fT ~ f'l' ~ 'l:~ffqf"f m.r !I;f'1;r 
~ if ';l:<:T "f'l:~ it ~ ~i:t ~ \;rfir.'if 
<f l'f~ m'f qg1 it. ... oft Cfiff f~ 

;;rffi ~ I <:11 'l1Tf~'f. ~ ~ ~ q-iftfi:t ~i:t 
~ !l;fR ;;r~1  ~If ~ ~ iiR:T <['IT f~ 

;;rffi ~ II.,~r ~., 6"0( ...r'J,<fi ...r "~~1l1 T 
~1:f?"fT ~ I iiR:T <:11 <f ~~,; ~ ~ 
~'I i1 uri ~~r ~ r ~ WrcT 
meT ~ 'fT f~ \3'I'l'>fT ~ ef.'t 
~ <r.tt. W<rT, ;n!'Il1 mu w:1 'lit 
~ ii' <iAT <rtf<f, ~ '''''iT,! .,- 'f.'<: 
trrif, wn: 'r ort (1'1 ~ <lit ~ 
itiT f<rli<: ~, ~ ~ "., l'ff,,~1 ...r 
~ ~ ~1"fT ~ I 1l f<o<: it fifi'f 
;ferr ffiQ'f it ~ ~ ~"fT ~ f'fi ~ 'filit 
~ iIm ef.'t ~ .,- Ulilf I f'i~ ~ 

~ iifScr ~ ~: 1.r '!it ~ I Ji' ~  ~r 
~ ~ f.f; m ~tT if 'i~ 'fi1: 
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-~lli ~ ~: ~llli l~ ~~1 1<J ~ ~lt 1l.l! 
I ~ ~ J..l4 ~lHt !£lJ .~ .~.l ~H .. ~ 
~ ~~.g. .l£.\fJ.2 lJ!' ~ lpr-g-"'J ~'1 
I ~ !} 1£ tl f:.lE l*,lt£: -':.1: ~".I11i t.g, 

1,.2lh H~--. .!; ~lill~ !,.I!: .!£J ~ ll,~ 
IDz ~~ ~H.f lilE '£il 1ili .elt !>E.. 

~ .lJ!1.k }.IHl: h-(!.e !.llr¥J -l~.i' J!, 
I ~ tl -l@ ~l~ ~~i ~ili ~ .l...~~ 

-~ ~ lIt)"" iE ~ :L.2lh .I:t~l..~ ~ W 
~.I:t .\flt1 It.tE ~ tl ~ ~~~ ~ • .I: ~ 
,fll~ ~ ilin I ~ I'i".~ -'* ru l~ 
~ ~. L\,h I ~ <J:'b ill ~1~lli ~ 
!,..2lh lt~.1: (.I!: '~~ ~ ~ !flb 
ltJ!-!-.!!! l.l!: ~ ~ -lj, tl:ll=J.hll£1. ~l 'J: !!lill 
-~ I ~ ~ ~ I ~ ~tl ~ ~ 
~ '~ illp udUt.cl>J l~'~ ~ .l.IH~ '~ 
ij£}. -Lll!I!LIt '~lit !ilL ~ '~ hhlJ 
~ 1-ke LLh ~ b..J.! lt~ j,j .hl.E ~ 
~ 'J: 2i2 lt~ ll!lg.l..W! I ~.t1li ,l~.e 

.!t lie '~ ~ .l..W! hl1ll1jL .I'!! .11.1'!! 
~.' I ~ J¥H ~ ~1 ~ Ql:lkj ~ll 
I ~ lid! .l!hlJ ~~ .!I!J ~ :t..!i! ~ ~ 

~~~.ltl:t.l:t. oa] 

1l90€ mEl Il?-puI fo 1sn.l..L &961 '" H:iIIN:iI.::XlIU nu.a Lgo£ 
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lJ"CfR ~, ;  ~ ~ f'f "fT ~~ ~ 
CfTifl1' 'lOW l!fT ~ 'tIfT ~ ~ I ~~ 
'lOW ~r,-rlf; lj" ~'if f~ <rl'm: if 
If;T~ f~ ~1 TISI<fT ~ 'R 'liT{ 
f~ ~T ~ I 9;flr<: Cl1!: f~rft o'"'t<f; ~ ~ 
~ l'T?fT ~f;;ro: .... ~;;ft if~ ~~, 
.~ ~ lfWI" If;tlf ~ I ~'li'f 
~ ft;m: 1<1: 'Wl f~ ~ ~ I 'AT'fit 
":( t:; 'Iqron: <f.l 'liTllTlIT ~r : 

"I do not want to scare anybody. 
I am really not interested in the 
share market where there are no 
shares." 

~ ~ CfTifl1' l!fT I ~ fe1 ~~, 

if~'fiT~~~~q  I 
~ 'fiT ~ 'li ~ ~ flf; 1fT a1 f<rn l1'!ft 
<!iT ~~ mm ~ ~ ft:nl' Cl1!: l1mf 
~  ifI1' 1fT ~ Q;m ~'if l!fT f~ 
fu'fTif if; f~ Cl1!: ~ ifR ifI1' I if 
~~~,~fiffi~~~ 
:a-I ~ f;T ~ iffi<'!T ~ I 

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 r said. I might 
have said I am not interested in the 
share market where there are no 
shares; possibly, that is true. T a~ 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 
either polite to the House or justifi-
able to his own intelligence. 

Tlo mf ~ "'Tf~ : a1 ~ 
fiffi ;i;fr ~ ~ m<: orf4-
lWfT ifi ifr't if 'li11 omr ~ I if ~ f~
~~l'fi : lfT~1 ~if~ 
~ ~g ~ l~ ll tf'f~ 

1623(Ai) LSD-7. 

~ ~ if ~ ~T ";;rW ltt~ 
;:r@ ~ " I ~ orR ,if "fif ~ ~rqvr 
f<'NT lTlIT iiI '; "~ ~ ~ 'AT ifI1' ~ : 

"Where there are no shares." 

~~a1~if"fTl'fi :~  
~ I <IW 'R ~ Am g ~, m<: ~ 
~ ~~"fTlfT~~ I ~ 
"fif l1 :~a1~l'fi :if ~, ~ 
'li11 fifm' ~, ~ ~ <rffi' f<fi<lT ~, 
ifl<Tflf; "!"if ~ .re- I!IR mr if; ~ 
'R omr l'fi<: ~ @ ~ Cfifq m <it <rffi' 
~~, R; ~ ~'f ~ R; if ~ lIT ;:riff 
it,~ ~~ I ~ ifa1~ f~
~if;"""',~,lf;ro l~~ 
'fl~~ I ~if f r ~~ 
~ ~ ~ ~ I ~ ~ifr.rr <R: 
I!IR ~r ~ if f<rn <it omr ilil ~;:;r.r 
~I~o rflf;"~ ~~if 
~ ;:r@ til mrr mr ~ ~ 
~~~~~I r~'fi ' 
If;tlftflf; l1 :~~if~~~ 
~~I 

~or ~ ~r~ 
if w.T ~ f'f l3:.f 00 if ~ ~ ffir-
;wTr ~ I lro ~ ~ f'f ~ ~ 
'ifT;;fi 't; 00 ~ Wl'r ~,~ rl~ ~ 
.wrr ifi u;ff ~ ;;IT flf; ~ ~ t 
m<: ~ ~ am ~ <mit f«m ~ 
ifll!fct ~ I a1 ~ ~ '.lU ~ l!fT I 
~ ~ if "!"if ifit ~ m'li ~ 
'R ~ a1 t1n1ft ~ it ~ irlir l!fT I 
if ~ llR f~ <t I "!"if ifit f~ ~ 
~ ifr't if ~ a1 ~ ~ if~ flf; Cl1!: 
~T t I a1 ifit "fCITif RlIT flf; -<iJ1ft 
~ WI<: mq I!IR ~ ~ 'Iii: ~ ~ 
t>6UI'1I'qI<l ~ ~ ~ ~I cr<r ~ 
~1i f -~ I~if.t ~~ 
if m'li ~ ~ '1T I ~ ~  RlIT 
"fTlf I 
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o' 1f~~  

qif ~ fere-~ ~ iIi"t ~ I;fffi 
ot~~~~q  ~ ~~ 

1fi ~~~ ;l i~~ 
~ ~ flr<;rr ~ I ~ ~~ 'f@ 
t I ~ <i\1r if f~T ~T '1{ 40 ~ if 

~,~~11f~ I~l i~ 
it ft;(wr f~~ ~ ~ ~ 

l1 ~Tg t I~~~~~~ 
R; ~ 1fI"'"I'RT !fi;f ~ I f~ ~ ~ro R; 
~ ~~~ ~ \'ilfm ~ ~ 
15ft ~ ~ mm<: '1{ '~' ~ ti~ 
~ <'11111 it '~' f.;rI§' f~ ~ I q-) 
~ ~f ;rr ~ ~ ~ I ~ Q'q' it ~Tit 
~ 'IT f~ f~ Jfi"fI'U ~ lift ~ 
iii ~ ~ ;;j fli1 it. ~ ~ G'1'Cffl ~ 'Uq' 

iIi"t ~t, f.;reit ~ omr ~ ~ <AA', 
~ ~ ITT '1{ ~ 'mI<: If9T f~ ~f'if'ti'ifT 
rT :r~~~ ~~1~~ I 
~~~ irtT~it~g "IT 

. flf~f'if'ti'ifT ... ~ t~~ 'Hf ffi~iI"1'I 

lfr~ ~1"'~I~~~ 
~ f<;tif it ~ ifq'T ~ f~ ~ G'1'Cffl it ~ 
~ ~ W P..lT ~~"'' ' ' m ~ 
~ I it~~ ;~~ ~~ 
~ ~~' '1 ~~ I 

q- ~~ ~ ~~ r 

~~~ .~~~fit; ~  
fcrn ~, ~ ~ ~ fcr.:mr ~ ~ '1{ 

~ ~ ~ mf'i<: ifli ~ , ~ fcfirr< 
~, ~ ~ '1{ ElIT'1' if iHl'i' ~ 'llfT ~ 
m;: it ;f~.  ~ lff ~ it. I'IN 

i!T<=rnT ~ I ~ ;;nor;rr ~ fit; ~ 
; 't'1'T~~ ~~~~ 

itt« it. ifiT1{ it ~~, ~ ~ ifiT1{ ~ 
~lff 1'~ I ~~~~~ 
~ it ;;rpn ~ ~, ~ ~ flti 
~iIi~~~1 ~ 
~~~iIi"tf~ I'~ 
~t~ ~~~~ 

f~ ~ tJtl '1{ if~ ~ ~ q)'{ ~ tT~T '1{ 

~ t. m;: ~ ifiT1{ ;;r;rnr lift I'm> 
~ ~ ~ f.:riI;r;;r;;r t I ~ If ~ lffi 
~ ~ ~ f~ m f.:rti'r<; ~. lPI' ~  
; ~ ~ ~ I ~ <mrl it q-) it 
\3'f iIi"t ~ 'fi@r ~ I ~~ ~f,;r~ orcmft 
~ ~. ~~ iIf.l;: '3ifit t I ~ fuir To!" 
~ ffl'  ~~g . ~ m ~ t I i'rf~ 

~ ~ <ti%: ~r ~ f~ ~ f ?:; ~ it 
~ iIi"t a('! if; ~ ~ f<;tif T:J:il' m qlJ' 

~1 '3CT 11l'~, ~liT ~ /i;miT 

if>1f m it. f~ ~.~ m qlJ' ifiT ~F~ 
~, ~ 'j,;ffifullT ,,;,- w:r.ft ~ ;it 
~ it ""~ ~ f<;ri't f f~ qlJ' ~ r 
;f<;T ~ ,~ ~ I ~ ~ itft i!f.l'l:rRr mm-
:q.rr ~ 3m I J;ffi: \3'f i;;i'MfuliT it 
m ~'ii~"'~~~~f~~ ¢ 
f~it.;ft"it I ;;r f~~ ~ it 
~ fl1<mfT t qR ~ ~ ~ ~ 'r1 
ifiT1{ <t><Crr ~ ~ ~ ~;it ili"tfmr 
~ ~ I~:rit ~ r~ ¥9. q~if 
~ It ai q~r ~ ~TlTr I '>it<: ~ 
;rn ifiVIl f'ftl' ~ ~ I 

Shri Umanath (Pudukkottal): 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 o.bjects and Reasons of 
this Bill, this trust is called the pub' ic 
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 canftOt be accepted. 

Ever since the introduction of this 
Bill, the Ministry has ibeen inspirin, 
a big fanfare throughout the country 
about this Bill. The Trust is IIIIPPosed 
to afford the middle-classes a.nd the 
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working classes an avenue of invest-
ment. The big business press also has 
been advertising this particular point 
throoghedi torials saying that this is a 
big investment ClPPortunity for middle-
classes and working classes. It is tom-
tommed also that Jaipur resolutions 
are unfolding themselves hy shiftin.g 
the etnphasis on opportunities, in 
f.avour of the middle-classes and the 
working classes than in favour of 
monc.polies. 

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 Bill, it is said in the Statement 
of Objects and Reasons that the Trust 
will give opportunities to "various 
classes of Investors" Various <W.asses 
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 
spalllsors 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 class would be 
mopped up, what is the Trust going 
to do with these community savings? 
Is it going to use the c::unmunity sav-
ings to further the country's develop-
ment? Are these mopped up savings 

going to be used for further industria-
lisation of the country or for further 
expansion of proouction 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 c:.rporations, companies or 
other bodies corporate." 

Note the words "buy" and "sell", 
particuhrly "sell". This is the busi-
ness for which the money will be 
used. 

The implication of this is, suppose 
the b::>ck 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 gooos 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 tel 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 momey 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 
wi11 ,be put to economic,_ productive 
use and not unproductive ulIe. 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 th is Tru;;t will 
help to break the grip of big business 
on stock exchanges. Today. stock: ex-
changes are c:mtrolled by monopoly 
houses. Govenunent is allowing the 
control of the monopoly houses to re-
main. They are allowing them power 
to hold shares and the power to bring 
do-wn the price of shares. While 
allOWing all these, the talk about in-
fluencing the stock exchange and pre-
venting the unfair effect of stock ex-
change on the country's economy is 
meaningless. Govenunent is going to 
dovetail itself 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, I from L.I.C. I from the State 
Bank and 2 from ~e le  banks or 
other institutions. Some say that the 
Board will be dominated by Reserve 
Bank and other institutional directors 
and representatives. 'I1wo will be from 
scheduled banks, i.e., 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, 
bankJing, 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 CaIl>Oration 
came up, a similar clause was applied. 
What happened? On the N.I.D.C., one 
of the directors nominated is Mr. 
Anantaramakrishnan, awner of 22 

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 m()Ilopoly 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, Govenunent 
have nominated 44 directors in public 
sector o~ a ie , who own 334 direc-
torships of their own. Thus here also, 
with the two from the private sector 
banks, three other eX;perts of big busi-
ness who will come in as experts in 
investment. We know that there is no 
single specula lion 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 seen 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 "uch 
limited and shabby knowledge, defi-
nitely the officers on the Board will be 
relying mainly upon the sa-called 
speculation experts, who are the 
frjends of big business. So, the friends 
of big business will have full powers. 
After the withdraiwal 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 n'" power to interfere. For 
4 years, the directors cannot be re-
moved. The result can be imagined. 
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Some may say thai under the pro-
visions, the Reserve Bank can give 
directions on policies. Wh:at 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 ext a statutory cor-
poration and the control which 
must be exercised 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 operations of the Board. 
Ultimately, what will happen is t,;lat 
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, artificial 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 

24th. If Mundhra iWas to get thl': 
price which was quoted on the 
Stock Exchange 0111 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." 

am quoting it just to prove that 
manipulaJtions are possible. This is 
from the finding of the Ohagla 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 t() 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 gair.';. 
That was the purpose of the AmeriC8ES 
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 00' 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 
done it will further strengthen the 
nation and it will mean lesser taxa-
tion on the peopLe. It will be the big-
gest crime br the Government to mop 
up community 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 hig busi-
ness in this country that apex'son 
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 WHn tne 
people in their aspirations to estaD· 
lish democratic socialism. In re-
defining democratic soc i'alis Ill. he 
added, Mr. Nehru had confirmed 
his faith in the objectives embodied 
in the Constitution." 

Then he said: 

"11 is only under these condi-
tions that democracy can survive, 
as .nas 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 thmk 
anybody will be surprised to know 
that that person is none o:her than 
Shri Shanti Prasad Jain. Under these 
circumstances, Sir, it is high time for 
the Government to give up this garb 
"r a socialism and allow the country 
to go forward alnng the real path of 
scientific socialism. 

Shri Morarka: Mr. Deputy-Speakf'r. 
Sir, as I sat here and heard the 
speeches of the two hon. Members from 
the Opposition, I must confess. I :vas 
not only surprised but also dlsappomt-
ed. Dr. Lohia who spoke first took 
this opportunity to criticisc the 
Finance Minister. He said only one 
thing which is pertinent or relcva?t 
to this Bill. What he said was that In 
this institution whatever money is co1-

1ected 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 .... 

Shrl Umanath: I did not sav 'mil' 
moneyed people'. 

Shri Morarka: He said that mostly 
moneyed people will buy and moneyed 
people wilI control this. If you put 
these two speeches together, what 
would be the net result? He says 
money would came 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. If the spcaker who 
preceded me had studied this Bill 
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 
conccntrated only on Chagla Report. 

At the present moment there is no 
opportuni ty 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 commereial 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 vcry low so that they 
can buy them with their meagre 
savings and, secondly, they arc pre-
pared to take risk about the fortunes 
of that individual unit. ~  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 1 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 Unlt 
Trust. I do not agree with this criti-
cism. So far as this particular type of 
insH tution 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 
thescin'Vestment compantes: 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 industdal 
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 partiC"!llar 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. 

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 business. When Govern-
ment has natio{ialised 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 acceptE:d 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 s'dvings 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 hI'S. 

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 
Trwt. 

Then, for the initial capital that is 
required, Government has found Rs 
21 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 initial contri-
butory capital of the ~ag it e of Rs. 
I crares could be found by anyone 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 
begin 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 Bill is, in 
my opinion, a perfect one, where the 
control "md 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 
institution 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. 

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 incomt!-
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 fram 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. ('ven 
before they were issued, were beinJ 
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 ,one ~. even before the 
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shares were actually issued. Thls 
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 spread 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 one thing. So 
far as this Unit Trust is concerned it 
cannot give them very quick rofit~ 

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 which 
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 oat 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 connec-
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 dnder-
standing. 

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 anyone 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 resarcb 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 unit 
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 ~f 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. 
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My ftn.al suggestion is that the value 

of the units concerned must be calcu-
lated as frequently as possible and 
must also be pu:blicised 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. 

I 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 accordine; to the 
proportion of their contributary capi-
tal, but in sub-clause (2) the same 
phraseology is not used for profits 
becoming amone; the unit holders. 
In other words it is not known how 
the profits o~l  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. Masanl: 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. friend, 
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. I 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 ~e  
practised in Britain and America. The 
first is that it enables the mobilisation 

of the small savings of the small man 
which otherwise might remain un uti-
Used productively. The second benftt, 
as he himself has said, is that it fosters 
the creation of a property-owning de-
mocracy, an ideal that really is lhe 
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 han. 
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 nol put all the ten 
rupees in one cntcrprise; a rupee each 
goes to ten enterprises so that if one 
makes a loss he might be compensated 
by the ~ai  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 billions. 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 hu 
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developed Unit Trusts and made them 
what Lney are In these countries. It 
ilp for these reasons that I said I was 
delighted that we in our own country 
were going to facilitate such an 
institution commg 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 
aegies 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. I 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, b:v 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. Krlshnamacbari: I am 
sorry I have to allow the han. Member 
to continue to have this doubts, 

Shri M R, Masani: Then I am sorry 
am cor:fined 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 

there be no questions as to who will 
dominate the Corporation. It is 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-
tral 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 th1t this is going 
to be an unsuccessful effo"t, unsuc-
cessful :tJecause of this bu"<"nucratJiic 
domination of what should have been 
a free institution. 

Contrary to my friend Mr. Morarka, 
my unde.standing 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 O' 5 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 with 
Rs. 10 is going to sink his money into 
such a wasteful project. Therefore, 
with this unfortunate record of failure 
of State enterprises in our country, to 
ask the nominees of Government now 
to 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 
a few bureauC'l'ats 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 
captams 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. Lobia 
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 8 
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 sav 'We think that the country 
needs ~ore 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 comiderRtions will entcr. 
This is the lesser evn. 

But the bigger evil, as Dr. Lohia 
pointed out, is the corruption that this 

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 inveits in 
a company, it gets capital; if the Unit 
'l'rust 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 fl'ight-
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 political 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 
mOnE'Y from the unit. trust win be 
e e~te  to give back a part of it to 
the coffers of the Congress Party. 
T i~ is a danger that we cannot ignore 
After the scandal Involving Shri K. D. 
M8laviva and Shri Serajuddin. These 
are t i g'~ that are bound to happen. 
Some i i,ter~ may be honest; others 
~  not be SO ~ r lo . 

TherE'fore, it comes to this that to 
th" ~lr oil  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 i:; a;so 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 wilJbe less 
productive than the investments made 
by ~ o e who are risking their own 
capital. Therefure. moneys will be 
diverted 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 heLp our, 
economic development? 

So Ulere are the political dangers 
of ~orr tio , political patronage, 
po:itical victimisation on the one hand, 
and the economic dangers of diverting 
investment from more productive to 
less productive quarters on the oUler. 
These are the dangers of monopoly. 
As I said we are opposed to all mon"-
poly, ~t er in the State sector or in 
the free sector. 

This is an unfortunate adaptation 
of a very valuable device. What 
should have been done would have 
been, as Shri V. R Gandhi has sug-
gcsted, 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. 5hri 
Morarka gave a very pathetic ration-
alisation of the reason for this mono-

poly. He said that nobody else woul<1 
be in a position to find the capital. 
Well, if nobody else would be in • 
o i~io  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. Sb,ri 
Morarka's plea that money is not 
available is a very good reason for 
throwing the door open to anyone. 
If 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. 5 crores. I do 
not believe he will'. It is precisely 
because competition would come in 
that, this tax rebate basis, a monopoly 
is )wing created. AlJ 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 perjod of three months. 

May I a~ 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 three of them have to go through 
and become law. This is not worthY 
of this Parliament. If there is a new 
measure let it flO to a Select Com-
mittee, ~ group of 20 Members of t ~  
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 
wit'hin one week? What is wrong If 
We wait till the 29th February? 'n1e 
heavens are not going to fall if the 



3095 Unit DECEMBER 4. 1963 TTust of India Bill 3096. 

[Shri M. R. Masani 1 
Villt Trust is not brou&ht 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, PTO and 
can, 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 
m.ost of us have not had time even to 
understand. 

Shri A. S. Alva (Mangalore): Sir, I 
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 see that as far as possible tne 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. Bul 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 alsoflnds 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 

these units; so also can a poor man. 
The advantage offered to the poor man 
IS 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 fallon 
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-
mg 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 
a t all correct. Government is easily 
charged with corruption, but we know 
tha: 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 investment!. 

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 monev to-
Invest, may have an opportunity to dCt 
~o, 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 manal;!e 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 not only is his money safe, he 
can also, get it back when he wants 
for other purposes. 

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 Ray 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 (Ualna-
giri) : Sir, I welcome this Bill. I 
congratulate the attempt of the GI)V-
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 
who 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 
invest.!nent from the point of view 
of a person who may have a small 
amount of savings but who is UI1-
familiar with the intricate details of 
investment or who may live in a place 
where inadequate facilities or ev.en 

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 determilCled and 
announced by the Unit Trust of 
India. Transfers should 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 
schemes 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 lumpsum 
of Rs. 10 upto the time when the re-
quisite denomination is 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 
successful1y for a number of years, 
unless 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 initial 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 stages to popular'se the 
scheme. Then there must be a re-
serve fund at least to pay off those 
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unit holders who wish to CIiI,h their 
units. T ~ 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 havlltg a larger initial 
amount. Despit what some han. 
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 will 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 is not an unusual 
tendency in tmder-industrialised 
countries where there is an absence 
of adequate number of sound securi-
tie, in the security market and an 
equal lack of diversified investment 
opportunities. 

But the disturbing fact is the 
phenomenal rate at which property 
values and gold and 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 8.5 whiCh is low 
even compared to the other develop-
ing countries like Burma and Ceylon. 
In Burma the ,percentage is 14 and in 

'Ceylon it Is 13, while in the West, the 

percentage is about 22 to 23. Therefore 
It is essential that if we want to in-
crease our national productivity, we 
must do all we can to increase sav-
ings and to channel such savings into 
industrial investment. 

Sir, as an indication of the pubJie 
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 and 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 
has shown a drop of Rs. 7 
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 crares, 
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 rates of which have shot up. 
rt is just as necessary to establish 
confidence in the people that lIIPart 
from yielding a gOOd return these un-
its will be easily transferable. 

Now, I must point out certain built-
in daniers which come to my notice 
in the possible operation of this 
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trust. It is true that the tru.>t will bto 
uverburdened with an element oJ 
ollicialdom and may lack the imagi-
natiun aUd drive necessary tu take ad-
vamage of the prevailing market con-
di lion; for inve,tment and to popu-
Jarise the scheme. Secondly, thel·e ij; 
a danger that the unfortunate sOo stem 
which sometimes influences the licen-
sing of industrial undertakings may 
also creep i.nto this, and thus the big 
indu;trial power groups may have ail 
added advantage. If the unit trust 
helps the capital market mstead of 
pulting a curb on it, it will have ren-
dered indeed a tremelldous national 
service. Therefore, 1 think that 
thcJ:e should be first of all a limitation 
of 10 pcr cent of the capital of the 
Trusl being invested in anyone con-
C2rn. As the Trust gains momen-
tum, it will have a considerable 
amount of capital at its di&posal and 
will be in a very powerful position. 

It wid also be necessary to popu-
lar'se this scheme, to explain 10 the 
people that this is not an investment 
which will have easy and quick ap-
preciation, but it is a long-term in-
vestment. This, I add to my first 
condition, where I said that unless 
imagin:J.t'on is shown in the popularisa-
tion of the scheme and unless easy 
conditions are provided, it will not 
have the necessary response. 

The Finance Minister has given 
the aSsurance that the representatives 
of the contributors will be on the 
Board or Trustees once the Trust gets 
going. According to the B:ll, the 
Board will have 7 Governmellt no-
m inees and 2 trustees e lecterl. 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-
bx is provided up to the extent of 
Rs. 1000 accruing to the holder as in-
come from the unit. I suggest that 
there should be a total relief as in 
the "a." Of postal savings, and the in-

1623 (Ai) LSD--.8. 

come from the uinit should not be 
computed with the total income 01 
the unit holder. Otherwise, it will 
meal! only a partial relief as in the 
ca_c uf rebate on insurance. 

Finally, it is only right that this 
'l'ru.;t should be a State undertaking 
and a responsibility of the Govern-
ment. I agree with Mr. Morarka on 
this point. I have known only too 
well the number of cases where un-
wary investors haVe been defrauded 
by brokers. It is true that in the 
United states and U.K. the Unit 
Trust movement has been operated 
:n the private sector and has shown 
remarkable results. Even in the West 
European countries and in U.K. these 
ll'u;t3 are operated in the private sec 
tor. Bu t till business tradi tions arc 
more securely established and educa-
tion is more widespread and also till 
other faciUics are more easily avai-
lable in the remoter parts of our 
country, it wi!] be premature to al-
low Unit Trusts to be started in the 
private sector. I must mention here 
that in the Asian countries, this is in-
deed a new experiment. Japan has 
been the only country to try it out 
and I understand, successfully. I wish 
the Finance Minister and the Govern-
m0t1t success in this and I am sure 
bter on when conditions imprOve in 
our cou;"try, If the climate is ripe, 
Government will not object if some 
t rusts are started jn the private sec-
tor. I do not think under the coodi-
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, I was fee lin, that 
now in this country we are either 
heading for State capitalism, that is 
national socialism or We are head-
inr for pure com'munism. At what 
plrticular place we will stop, we do 
not know. It creates various reftexes 
in the minds of one who Wll'llts to 
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study this problem. After all, what 
1S the Goverrunent after? It is trying 
to kill the goose which lays the golden 
eggs. The stock exchange mercnants 
allover the various citles like Born-
b:.lY, Madras and Calcutta, wherever 
they are, Pay us huge sums by way 
01 Income-tax. By one stroke of tile 
pen We are provi<iing that that income 
tax will 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 
Un:on Trust. It will destro;) this in-
come which comes to us. We arc 
furtn(!r providing that if the income 
of th0'3e who will be givct1 the bene-
fits to be derived out of it rs only about 
Rs. 1000, they will also be exempt 
from the payment of income-tax. In 
other words, a huge income that CaE 

be derived by way of income-tax will 
be taken away and a further invest-
ment will be made. That investment 
will result il"l loss of revenue with the 
net result that the next step would 
be to find out some other method of 
fillitlg up the gap created by the lo~  

suffered by us from this source. 

Sir, I hate this monopoly system. 
I hate it in this manner that every 
time we are thinking in terms of hav-
ing a corporation roe ulterior mot:ve 
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 corporatioo. 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 alJ netted into the picture 
and had to vote for the Congress. Now 
they are repenting. 

Shrl D. C. Sharma (Gurdaspur)' 
Most of them voted for Jan Sangh. 

8hrl U. M. Trivedi: Yes. You gave 
one show of your brain yesterday. Do 
not dO it again. 

8hri D. C. Sharma: My brilin is 
much better thall yours. 

Mr. Deputy-Speaker· Order, order 
(Interruption). . 

Shri U, M. Trivedi: The point that 
arises in this case is very pertinent. 
We have already the State Trauin 
Corporation-we call it the Sta l~ 
Goods Trading Corporation. We have 
the state Stock Exchange Corporation. 
Then we have another corporat'on 
which deals with coal. We want an-
other corporatiOn to deal with minc-
rals. We are having the Shipping 
Corporation. So, wh3tevcr trade is 
available We want to compete with 
the ordmary trader. The trade that 
ordinary public men, that a particular 
indiv:dual ca';) 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 is 
now becoming a bania. It wants to 
enter into every trade. The martial 
spirit which is the only spirit that is 
necessary for the healthv growth of 
a State, for a healthy -Government, 
has disappeared. We send only pro-
test notes. People come into our ter-
ritory and OCCUPy our territory. We 
are not able to send them back. We 
haVe nO contrOl over persons 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-
S€IIlt. 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 livelilwod and then do 
something to harm ourselves Ulti-
mately, we are not the gai er~ 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 now making and 
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thus 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 Is be-
in!! followed by the present Govern-
ment. 

There are various other methods or 
occupations for the treasury benches 
to be engaged in. For example, they 
ca'n apply their minds to things which 
w'lI Jead to the progress of our coun-
try so that thi's country will flourish, 
than waste the energy of this Hous£' 
On such Bills as the one we have be-
fore us now. We have got a saying 
in Gujarati "NaUTa BlIitho Nakhod 
Ghalc" m['ani'ng that when ~ au have 
got no work to do, you always des-
troy something. This is what is hap-
pening. It means that there is 
enough time at the d'sposal of the 
Mini·,try and so they want to do 
somPlhing whiCh destroys the very 
foundation on wich it stands. 

I would like to support the motion 
moved by my han. friend, Shrl 
Masani, that the B'lI may be circulat_ 
ed 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 examin" 
what we are doing. Are we not go-
:ng 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 mone}? We are going to order 
the Reserve Bank to invest Rs. 26 
crores. We are going to advise the 
LIe to invest another Rs. 75 lakhs 
and the State Bank a further Rs. 75 
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. 

It is a public concern, Or a govern-
mental machinery, which is going to 
be set up with the i ve~t etlt of 
l'ublic 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 ru'.1ning 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'nated 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 a governmental body, why 
could they not have created an ordi-
nary corporation? Why do they want 
to I(ive the name of Unit Trust to 
this? They COuld have said that they 
wanted a corporation and created one. 
Let there be public contribution 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 give absolutely any 
chance to anybody else. Thev want 
a monopoly. Here Is a monopoly. The 
han. FinaneI' l l~ter was very clear 
In his assertion. When Shr! Masani 
puts a very pertinent Que<!lon. he savs 
81'sin that the doubts of Shrl q~ l 
wl11 rem.ln where thev are. In other 
words. the hon. Fin.nce l l~ter Is 
nnt wi'lIn" to consider this propn<;i-
tlo" that a~  other ma<'l or anv other 
unH or 8'lV' oth!'r t . ~t. any privnt!' 
trust. "~  come Into th!' pictur!' and 
st1nd In competition to It. 

Now .T come to the Qupstlon of 
sa'.rll', to hI' provld"d. This Bill 
prov'des-it Is not 10ft In the hRnris 
of the Tru.st itself-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:" 

"hold office for such term not 
exceeding five years as the Re-
serve Bank may spedfy; 

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 !s 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 hand., of the 

Government for the purpose of run-
ning this trust. 

17.00 Ms. 

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

Shri U. M. Trivedi: I will ta ~ 31lme 
time more. I have got eight more 
clauses to discuss. 

Mr. Deputy-Speaker: He has got 
Only three minutes at his dispos:ll. 

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

Mr. Deputy-Speaker: Theil he call 
tak2 another five minutes and mGY 
·,."tinue tomorrow. 

17.02 hrs. 

The Lak Sabha then adjourned till 
Eleven of the Clock on Thursday, 
Dccembe-r 5, 1963/ Agrahayana 14, 
1885 (Sakal, 

/' 




