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of the words “Xor the purpose of any” 
for the  words  “and  no”  is  con
cerned, what my hon. friend wants 
to  do  is  to  couple  the  whole 
thing in one sentence without its being 
split by this conjunction. The purpose 
of the conjmiction is quite clear. There 
are two purposes. The question of any 
suits being continued and maintained 
will not be affqfcted because of the 
previous provision. As my hon. friend 
who preceded me mentioned, the suits 
will cpntinue and then we will have 
to say: here is the indemnity Act which 
has been passed. But by reason of that 
provision the court must  allow  the 
suit against the defendant who might 
be an official in this particular case.

It may be my hon. friend has some
thing else in his mind.  But I am 
afraid he has not given us the proper 
wording, and (>I find neither myself 
nor my legal advisers are in a posi
tion' to comprehend what he has in 
mind and frame a suitable wording 
for that purpose.

I might also mention in this connec
tion that the predecessor of this House 
passed the Inflammable Substances 
Act, and section 6 of that Act, word 
for word, is the same as this. I there
fore feel I would be embarking upon 
unknown seas if I accept the hon. 
Member’s amendment and therefore I 
have to oppose it.

Mr. Speaker: Then I shall put the
amendment as a whole—̂not In parts.

The question is:

In page 1,—
(i) line 22, for ‘‘as” substitute 
d̂eemed to be”
(ii) line 23. for *'and no” substi

tute “for the purpose of any”
(iii) line 24, omit ‘‘shall  be 

maintained or continued”.

•The motion was negatived.

Mr. Speaker:  The question is:
“That clause 4 stand part of the 
Bill.”

The motion was adopted.
Clause 4 was added to the Bill.
Clause 1 was added to the Bill.

The Title and the Enacting Formula 
were added to the Bill.

Shri T. T. Krishnamaehari: I beg to
move:
‘̂That the Bill be passed.”
Air. Speaker: The question is:
‘‘That the Bill be passed”.

The motion was adopted.
330 P.S.D.

INDUSTRIAL FINANCE CORPORA
TION (AMENDMENT) BILL

The Deputy Minister  of  Finance 
(Shri M. C. Shah): I beg to move:

“That the Bill further to amend
the Industrial Finance Corpora
tion Act, 1948, be taken into consi
deration.”

The Industrial Finance Corporation 
was set up on the 1st July. 1948 and 
has during the course of four years of 
its existence proved very useful in 
supplementing the capital requirements 
of industrial concerns which could 
not be satisfied by recourse  to  the 
capital market.  This period coincid
ed with a time when industrial enter
prise found that while on the one hand 
the capital-required for their schemes 
proved" insufficient on account of the 
rising costs, on the other it had become 
more diflftcult to raise  fresh  liquid' 
capital from the market.  Thus  the 
establishment of the Industrial Finance 
Corporation was most opportune and 
it has been able to make a material 
contribution to the  promotion  and 
development of industry. It has so far 
sanctioned loans to 103 concerns of 
varying sizes all over the country 
engaged in all types of industries, and 
the amount sanctioned up to the end at 
Octobjec, 1952 is of the order of Rs.
15.22,70,000.  The House  will  agree 
that this is an impressive record, par
ticularly if it is remembered that the 
field oj industrial finance was rela
tively new when the Industrial Finance 
Corporation was started and it was 
necessary that it should feel its way 
cautiously. With the experience it has 
now acquired it is possible for it to 
extend its activities. In the interest of 
the  industrial development of the 
country also it is necessary that this 
Corporation should be placed in a po
sition to render greater service to in
dustrial enterprises. It is with this 
object that the present Bill is framed. 
This purpose is sought to be achieved 
by wid«iing the scope of activities of 
the Corporation and enabling  it  to 
supplement its recources from loans 
from the International Bank for Re
construction  and  Development.  At 
the same time it is proposed to streng
then its financial position and to incor
porate into that Act certain  further 
provisions to make it possible for the 
Corporation to exercise effectively the 
power it has already given.

Taking first the question of exten
sion of its activities, the two specific 
proposals in the Bill are, firstly the 
inclusion of shipping campanies in the 
definition of ‘Industrial concerns’ which
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could be financed by the Corporation, 
and, secondly, increase of the limit on 
individual advances.  In view at the 
importance to this  country  of  the 
development of Indian shipping, it is 
only proper that we should make ship
ping companies eligible for financial 
assistance from the Corporation.

As regards the proposal to raise the 
maximum limit of loans which  the 
Corporation may grant to any single 
industrial concern, the Corporation has 
for some time foumd that in view of the 
increasing prices all round, and more 
particularly of capital goods, the pre
sent limit of Rs. 50 lakhs is inadequate 
in certain cases. As the bulk of the 
advance made by the Corporation is 
against capital goods, it is considered 
necessary that the  maximum  limit 
should be increased to one crore of 
rupees. It is proposed to allow this 
limit to be exceeded where the loan 
is guaranteed by Government.

Another direction in which the Cor
poration’s functions are being extend
ed is empowering it to act as agent 
of the Government and the Intema- 
tional  Bank  for Reconstruction and 
Development for the  supervision  of 
loans granted by them direct to the 
industries.

The justification for these proposals 
will be more clear when I have ex
plained the provision proposed to be 
made in regard to the loa?ns from the 
International Bank for Reconstruction 
and Development.

Dr. N. B. Khare (Gwalior): On a
point of order, this can be taken as 
read.

Mr. Speaker:  The  hon.  Member
would iiot then have the chance of 
reading it beofre the debate starts. 
That is the difficulty.

Shri M. C. Shah: As the House is 
aware, the International Bank for Re
construction  and  Development  has 
sanctioned  loans for certain Govern
ment and semi-Govemment projetets in 
India. In view of the place which the 
Industrial Finance  Corporation  oc
cupies  in the field of provision  of 
finance to industrial undertakings, it 
would be appropriate to use it as a 
chamiel  for getting for the private 
sector of industry the advantage of the 
financial accommodation given by the 
International Bank.  This possibility 
was envisaged even when the original 
Act was fiassed and section 27 provides 
for borrpwings by the  Corporation. 
When th[ls section was framed, how- 
^̂ver, the exact mechanism and pro-
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ccdure which would be involved in 
such borrowings wer0 not clear. Dur
ing the negotiations we have had with 
the World Bank for further loans, it 
became clear that they would be glad 
to assist the private industry through 
the  Industrial Finmce Corporation 
with whose working they, were satis
fied. It is therefore now proposed to 
amend section 27 in such a way as 
would enable the World Bank to grant 
loans to the Industrial Finance Cor
poration.  The two main features of 
this amendment are (1) provision for 
a guarantee by Government and (2) 
provision to meet losses on exchange 
transactions. It is customary for  aU 
loans granted by the World Bank to 
third parties to be guaranteed by the 
Government of the country to which 
the loanee belongs.  It is  therefore 
necessary that such a guarantee should 
be provided for in respect of the loans 
by the Industrial Finance Corporation 
from the World Bank. Ac the House 
is aware, the Act already provides that 
the bonds and debentures raised by 
the  Corporation in India  shall be 
guaranteed by the Central Government 
and the guarantee now proposed to be 
given in respect of the following bor
rowings will be in keeping with the 
scheme of the Act.

As regards any loss or profit in ex
change which might arise as a result 
of transactions in connection with the 
foreign currency borrowings, it seems 
appropriate  that  the  Government 
should undertake both the risk of loss 
as well as the advantage of any profit 
that may accrue. It would be difficult 
for the Corporation to borrow from the 
International Bank for Re-construction 
and Development on any large scale 
if it has also to undertake the risk of 
exchange loss.  It must also be re
membered that all the profits of the 
Corporation in excess of five per cent, 
accrue to  Government. In order that 
India should get full advantage of any 
loan agreement between the Industrial 
Finance Corporation and the Interna
tional Bank for Re-construction and 
Development, it is desirable that the 
Industrial Finance Corporation should 
be in a position to grant k)ans in parti
cular cases for even larger  amounts 
than the maximum of one crore of 
rupees. Ordinarily, in the case of very 
large industrial enterprises, it should 
be possible to  negotiate for a direct 
loan from the International Bank for 
Re-construction  and  Development. 
Such cases need not, therefore, be in
cluded fn the arrangiement between 
the Industrial Finance Corporation and. 
the International Bank for Re-construc
tion and  Development.  There may.
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however, be intermejdlate cases where 
such separate negotiations would be 
unnecessary and could be avoided if 
the loan is initially given by the In
dustrial Finance Corporation so that 
it could fall within the scope of its 
loan arrangements with the Interna
tional Bank for  Re-construction and 
Development.  It is for this reason, 
Sir, that the further  prov̂ îon has 
been maAfl l.or » loan been maAfl l.or » loan gumdlnt cog 
crore of rupees to be given by the 
Corporation if it is guaranteed by Gov- 
ernme'iit. In order to ensure that the. 
guarantee is not giveto by Government 
before the Corporation itself is satis
fied that it is a good business proposi
tion and it is in favour of such a loan 
being sanctioned, it has further been 
provided that the loan should bo sanc
tioned only by guarantees given on 
the recommendation of the Corpora
tion. The Corporation has already got 
supervisory  staff for the purpose of 
inspection  of concerns to  which it 
advances loans. In order to cope with 
its increasing activities, it proposes to 
strengthen the staff, particularly of 
technical experts. Thus, the Corpora
tion will be inceasingly  in a bĉtter 
position  to scrutinise the  industrial 
schemes for which loans are required 
and to supervise the  functioning of 
industrial concerns.  It will therefore 
be in the fitness of things if the agency 
of the Corporation is available to both 
the  Central  Government  and  the 
I B.R.D. Either of them will give direct 
loans to the industry.  The provision 
made in this regard in the Bill is dis
cretionary and its utilisation will de
pend on the ability of the Corporation 
at  any  particular  time  to  deal 
adequately with the work which would 
bê involved in the discharge of this 
function.

The strengthening of the  financial 
structure of the Corporation is sought 
to be  achieved by  the  following 
measures. In the first place, it is pro
posed to make provisions which would 
ensure that the Corporation does not 
suffer  any  unnecessary  losses  of 
interest or by way of capital deiprecia- 
tion on its investments.  The present 
position is that the Corporation raises 
funds by issue of bonds in the market. 
The money so raised cannot, however, 
be utilised in advancing of loans to 
industrial concerns for a considerable 
time bê âuse disbursement in respect of 
loans sanctioned is made only after 
■crutiny of title deeds and compliance 
with various other essential formalities 
and also because the money is paid in 
instalments ŝ and when rcfcjuired by 
the borrowers. At the same time the 
Corporation has to cover itself in res
pect of loans  sanctioned by making 
provision for the whole amount through

the issue of bonds but the  amounts 
raised by bonds have therefore to be 
invested in the intervening period with 
the Reserve Bank or its agent under 
section 19 or in Government securities 
under section 20. The interest which 
the Corporation earns both in d€l|>osits 
and Government securities is much less 
than what it has to pay on the bonds 
and moreover, the realisation of Gov
ernment securities when loans have to 
be advanced, sometimes involves the 
Corporation into loss. In order to get 
over these difficulties, it is proposed to 
allow  the Corporation to  keep its
funds in deposit with a  Scheduled
Bank or a State Co-operative Bank in 
consultation with the  Reserve Batik. 
It Is also proposed to permit the Cor
poration to borrow from the Reserve 
Bank on short-term basis against Gov
ernment securities, so that it may not 
be forced to sell them at a time when 
such sale may not be desirable. It is 
further proposed to authorise the Cor
poration to borrow from the Reserve 
Bank up to three crores of rupees for 
a period not €tocceeding eighteen months 
so that the actual issue of bonds in the 
market need not be made by the Cor
poration long in advance.  This will 
save any loss of interest.  At the same 
time, the limitation of the period will 
ensure that the Corporation does not 
carry on its business on the basis of 
such temporary borrowings from the 
Reserve Bank, but issues its own bonds 
on the market.

3 P.M.

Another way in which the financial 
position of the Corporation is sought 
to be strengthened is by the provision 
of a special reserve fund to which the 
dividends earned by the Government 
and the Reserve Bank are proposed to 
be  credited until the total  reserve 
reaches Rs. 50 lakhs. It has not been 
possible for the Corporation to build 
up its reserve fund quickly on account 
of a provision in the Act which re
quires  it  to  pay  the  guaranteed 
minimum dividend out of the profits 
from the very  inception.  This has 
further  resulted in the  Corporation 
having had to borrow during the first 
three years from the Central Govern
ment to meet this liability.  It will, 
therefore, take a long time before the 
Corporation is able to have out of its 
own profits a reserve fund which would 
be adequate for its size and operation. 
The foregoing of their dividends by the 
Governmcmt and the Reserve Bank for 
a few years would seem, therefore, to 
be the best method of building up an 
adequate reserve fund in the shortest 
possible time. It will be remembered, 
Sir, that when the Reserve Bank was 
established, the Grovemment made a 
special contribution of five crores to

Corporation (Amendr 1172
ment) Bill
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the reserve fund of the Baok and the 
present proposal Is a more equitable 
deviation of tho same idea. The posi
tion of the Central Government and 
the Beserve Bank vis a vis the other 
shareholders in remeet of th« q>edal 
reserve fxmd is safeguarded by pres- 
criUns that no other shareholder will 
have anjr claim  whatsoever to the 
balance at the credit of that special re
serve fund.

1173  indtwtrial rtnance

I shall now take up the amendments 
whidi rdate to the provisions required 
tor  endt>Ung the  Corporation  to 
exercise these powers. Though the'Act 
provides that in the event of certain 
contineencies.  the Corporation  shall 
have ttie rî t to 4ake ov«r managl' 
ment of the industrial concerns which 
have borrowed from the Corporation, 
there is no detailed provision indicat
ing how the Corporation'will exercise 
this power. It is accordjogly proposed 
to insert five new ̂ uŝ  claniw 8QA' 
to 30E in partial supersession of the 
provisions of the Indian  Companies 
Act and the memorandum and articles 
of association of the industrial concern. 
These dauses authorise the Corpora> 
tion to appoint directors of an industrial 
concern the management of which has 
been taken  over.  The powers and 
duties of such  directors have been 
elaborated.  On the* appointment of 
such directors, all  existing directors 
will be deemed to have vacated their 
offices. Similarly any âiitting manag
ing agency agreement will be deemed 
to have terminated without any claim 
for losses or damages.  Ilui flgHI ol 
shareholders to nominate any director 
will be abrogated and no resolution 
passed by tho  shareholders will be 
given effect to unless approved by the 
Corporation. No winding up proceed
ings of the industrial concern will lie 
except with the sanction of the Cor
poration.  Power is also being taken 
for the Corporation on the analogy of 
section 153C (5) (d) and (e) of the 
Indian Companies Act to move a court 
for the termination of any unconscion
able contract subsisting between the 
industrial concern and any other party. 
If the object of empowering the Cor
poration to take over management of 
any  debtor  concern which  is mis
managed and is imable to repay its 
loan is to be fulfilled, these provisions 
are absolutely necessary,  tlie power 
of taldng over is hardly likely to be 
exercised except in exceptional cases. 
But when such a  contingency does 
arise, it J|b necessary that the Corpora
tion shiQul̂fbe able to run the con
cern  interference. The rest of
the provli$Dns of the BUL Sir, are based

n wmaam im Csrpontlon {AmnA- 1̂74
ment) Bttl.

(m the experience gained in th» actual 
working of the Oox̂ ation during the 
last four and a hw  years.  I shall 
briefly  indicate here the  nature of 
theoe amendments.

In the Arst place. Sir, the n\miber 
of directors to be  nominated by the 
Govemment is being increased from 
mil t tft.taHv. It. is not tntetoded to 
use this power for nominating more 
Oovemment officials on the Board, but 
to enable the  Govemment to  have 
pn̂ter representation to all interests. 
In view of the responsibility under
taken by the Government on account 
of the guarantee of the principal and 
dividends of the debentures it cannot 
be said that the Govemment would 
be getting a disproportionately large 
reiffea«iUtion.  Secondly, section 10 
is being amended to include a Deputy 
Managing Director of the Corporation 
in the directorate of the Cor̂ ation 
without voting rights.  Thirdly, pro
vision is being made for the removal 
of the Managing Director if such re
moval becomes necessary. Such a pro
vision exists in the Reserv'e Bank of 
India Act in regard to the Governor 
of tite Bank and it is clearly necessary 
that there should be some power for 
the  termination of the  Managing 
Director’s services  during the period 
of his appointment.  In order, how
ever. to  ensure that this power is 
exercised only when absolutely neces
sary, it is laid down that ihe Manag
ing Director should be removed only 
if the  Board recommends  such a 
course by a .two-thirds majority and 
after he has been given a reasonable 
opportunity  to show cause  against 
such action. Fourthly. Sir, section 34 
of the Act is proposed to be amended 
to bring it in line with section 37 of 
the State Financial Corporation Act, 
1951, with a view to associating the 
Comptroller  and Auditor General of 
India more closely with the audit of 

w the Corporation.  This 
will be in accordance with the wishes 
®*Jf*ssed by the Public Accounts Com
mittee  in respect  of the audit  of 
statutory corporations.

L̂ ly, various minor amendments 
are being made to bring the Act in line 
with the State Financial Corporation 
Act, 1961. The Select Committee which 
considered that legislation, which itself 
was based on the Industrial Finance 
Corporation Act. made certain in̂>rove' 
ments in the Bill. We are taking the 
opportunity to embody those Imorove- 
ments  in  the  Industrial  Finance 
Corooration Act.  As I have already 
exDlained, Sir, I exoect that the work- 
in k of the Corporation will be consider
ably improved and Its usefulness in
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the sphere of industrial development 
in the country will be enhanced by 
the provisions which are proposed to 
be made in this Bill.

Sir. I commend the Bill for the ac
ceptance of this House.

Dr. N. B. Kbare: Faultless delivery.

An Hoa. Member: Perhaps he has 
not been able to follow.

Mr. Speaker: Order, order.

Motion moved:

“That the Bill further to amend 
the Industrial Finance Corporation 
Act, 1948, be taken into considera
tion.”
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*ĵ9T v̂FTTmrv 

^ ft!*Tr t» ̂  ̂ ftTTftr? fiT»?rT f i 

7̂T  w  w vnRsR

^ <hT 5T̂ ftfJir 5 

?!![  «n̂ f ft* TWft$V T̂T ̂  >fr

 ̂ frnftre #   ̂̂nr̂ift i

T̂Tw w, $r«ifti   ̂»n[
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Shri s. C. Saaumto (Tamluk): On a 
point of information. Sir, 1 find in the 
lists of amendments, there are three 
motions  for reference to the  Select 
CommitUie. May 1 know whether those 
moticms will be taken first or not?

Mr. Speaker: If the hon. Members 
are eager to move them, 1 should put 
them  along with this so that there 
may not be a double debate. They will 
get a chance to speak when they move 
their amendments.

Shri M. S. Gumpadaswamy  (My
sore): 1 beg to move:

“That the Bill be referred to a 
Select Committee consisting of Dr. 
Syama Prasad Mookerjee, Shri 
Umashanker  Muljibhai  Trivedî 
Kumari Annie Mascarene, Shri S.
V. Ramaswamy, Shri C. R. Basap- 
pa, Pandit Thakur Das Bhargava, 
Shri Arun Chandra Guha, Shri A.
V. Thomas, Shrimati Renu Chakra- 
vartty, Dr. Lanka Sundaram, Shri 
Sarangadhar Das, Shri Radhelal 
Vyas. Shri Daulat Mai Bhandari, 
Shri  M.  A&ianthasayanam  Ay- 
yangar,  Shri  Hari  Vinayak 
Pataskar, Shri T. R. Neswi, Shri 
K. M,  Vallatharas, Shri Jaipal 
Singh,  Shri  Hireridra  Nath 
Mukerjee, Shri N. C. Chatterjee, 
Shri M. C. Shah, Shri P. N. Raja- 
bhoj. Shri' Sivamurthi Swami and 
the Mover, with instructions to re
port by the 30th January. 1953”

Mr. Speaker: Amendment  moved:

“That the Bill be referred to a 
Select Committee consisting of Dr. ̂ 
Syama Prasad Mookerjae, Shri 
Umashanker  Muljibhai  Trivedi, 
Kumari Annie Mascaretoe. Shri S.
V. Ramaswamy, Shri C. R. Basap- 
pa. Pandit Thakur Das Bharĝva, 
Shri Arun Chandra Guha, Shri A.
V. Thomas, Shrimati Renu Chakra- 
vartty, Dr. Lanka Sundaram. Shri 
Sarangadhar Das. Shri Radhelal 
Vyas, Shri Daulat Mai Bhandari, 
Shri  M.  Ananthasayanam  Ay- 
yangar,  Shri  Hari  Vinayak 
Pataskar. Shri T. R. Neswi. Shri 
K. M. Vallatharas,  Shri  Jaipal 
Singh,  Shri  Hirendra  Nath 
Mukeriee, Shri N. C. ChatterĴ, 
tSlhri M. C. Shah. Shri P. N. Raja- 
bhoj, Shri Sivamurthi Swami and 
the Mover, with instructions to re
port by the 30th January, 1953"

Dr. S. P. Mookerjee (Calcutta-South
East): May I ask tor one clarification 
from the hon. Mover of the Bill? The 
hon. Minister stated that the amount 
sanctioned by the Corporation during 
the last four or five years is Rs. 15 
crores upto October, 1952, but so far 
as we have been able to  out, they 
have actually paid only about Rs. five 
crores.  Will he give us the complete 
figures, as to how much has been paid 
by the Corporation?

Shri M. 0. Shah: The amount sanc
tioned up to the end of October was 
Rs.  15,22,70.000/-. Of this  Rs. 145 
lakhs were however not given; the ap
plications were  either withdrawn or 
the amounts were reduced. So, out of 
Rs. 15,22,70,000/-, Rs. 1.45,00,000/- are 
to be deducted, and it will come to Rs.
13,78,00,000/- or so, out of which money 
paid uptil now is Rs. 7,96,00,000/-.

Shri T. K. Chaodhnri (Berhampore): 
Sir, I must at the outset thank the 
Government for having provided this 
House an opportunity to review the 
entire position with regard to the pro
vision  of industrial finance  in this 
country and also the role which the 
Industrial Finance Corporation has 
been pla3nng since its inception about 
four years ago.  The principal  aims 
which  the present  Bill seeks  to 
achieve  are three-fold.  Firstly  to 
authorise the Central Government to 
guarantee  loans arranged in foreign 
currency, particularly in view of the 
fact that negotiations have been just 
concluded with the World Bank or the 
International Bank for Reconstruction 
and Development, because a loan by 
the World Bank can only be granted 
subject to a guarantee being given by 
the Government to which the loan is 
made; secondly, to authorise certain 
changes  to strengthen the  financial 
position of the Corporation; and thirdly 
to carry out certain  other technical 
amendments, so as to improve the 
operation of toe Act.

These, it seems from the Statement 
of Objects and Reasons to be the pur
pose of the Bill and it is necessary 
that  this House considers  all these 
three aspects in all detail very care
fully.

Now, I want to know from the hon. 
Minister  the exact  terms of  the 
negotiations that have been just con
cluded  with the World  Bank.  Ap
parently it may seem that the World 
Bank is a very innocent type of inter
national organisation, but I think on 
the economic plane it stands on the 
same par as does the United Nations 
Organisation on the political plane. So,
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b«tore we Accept toaas from Uiat Bank, 
it is very necessary to examine the 
exact terms on which those loans are 
bdng granted.  Our Govonment are 
some in headlong for  getting  such 
loans and welcoming them with open 
arms. But it is necessary to be more 
cautious in this respect because of what 
«night be called the Bank's politics. 
It is not in its real nature just an 
innocent international organisatiob or 
a  philanthropic organisation which 
goes out to hdp undeveloped or under- 
devdoped countries of the world out 
of pvirely altrjuistie motives.  Already 
negotiations are under way for certain 
loans being granted by the Bank for 
the biggest of our steel corporations.

[Pamut Tbakvr Das Bharcava in 
the Chairl

There were certain  press statements 
to the effect that the hon. Minister of 
Commerce and Industry, when he was 
â ed to give an indication about the 
terms of those loans, somehow or other 
evaded  the question.  I understand 
that the negotiations for these loans 
have not yet concluded. But it seems 
the negotlati(ms for the loans that will 
be advanced to the Industrial Unanco 
Corporation have already been conclud
ed, and I would like the hon. Minister 
to take the House into confidence in 
this  matter.  because  impartial 
observers—even American observers. I 
do not mean propagandists belonging to 
the  Sino-̂ vlet  bloc  or  the 
so-called  Communist  blocs— 
have  commented  c*i  this. 
I would refer the hon. Minister to a 
book written by an American Professor 
Mr. Larry Lconold. Assistant Professor 
of Political Science in the Penwlvasiia 
State College, on ‘International Organi
sations’, published by the Mcgraw Hill 
Company, which is a very respectable 
capitalist pubbshing firm, and the hon. 
Minster need not be under any ap
prehension that I am quoting from 
Communist or subversive literature. In 
one section of the book dealing with 
the  Bank’s politics, this  American 
gentleman  says  openly  and  very 
franidy;

‘In fact, the Bank reflected the 
political tension between the East 
and the West...’ ,

You know ffir. what the terms *East 
and West’ means these days. He goe* 
on to say:

•mte IftHted  States,  as  the 
principal stockholder would prob
ably not have kxdced favourable 
at granting a loan to Communist 
counties of East Burooe or tr>

, China; and together wtth several

1»52  Corporation lit*
ment) JMU

countries which controlled a a large 
block of votes prevented them from 
being granted.’*

If you look at the thing from the 
other angle, while it was to the interesta 
of the United States which is  the 
principal stockholder of that Bank to 
prevent loans from b«  ̂granted to 
certain countries, it is equally to the 
interests  of the very same  United 
States to encourage the advancing of 
loans by the Bank to certain other 
coimtries.

The lOnMer of of Beveaoe anA anA Ex- 
peadltnre (Shtl Tyag.): Tyag.): Perhaps, the 
credit of the loanee has something to 
do with it.

Shri N Sreekaataa  Na.r N Sreekaataa  Na.r (QuUon 
cum  Mavelilckara):  And  his sub-
serviAice too!

Shri T K ChaaAhnr.: T K ChaaAhnr.: Yes, it must 
have  s<»me such  confidence in  the 
loanee, because it has got its own axe 
to grind.  The United States is the 
principal stockholder of that Bank, and 
as a  matter of  fact, the  present 
Governor of the Bank is also a citizen 
of the l̂ited States. And we all know 
what sort of views he has been expres
sing and what sort of objectives he 
has in view when he goes about and 
negotiate these loans, or when his offi
cers on the Mission do it.  And the 
closest examination of the terms and 
conditions of any loan from the World 
Bank becomes all the more necessary, 
particularly in view of the fact that 
Mr. Chester Bowles the U.S. Ambas
sador in India in an article in the well- 
known American journal ‘Foreign Af
fairs’—not in ‘Blitz’, and so it is not a 
forgod  one—clearly states what the
objectives of Unitied States economic 
activities  or financial  operations in 
India should be. He goes on to say in 
‘Foreign Affairs’ of October. 1952;

“The success or failure of their 
effort being made in India and 
other countries to create an alter
native to Communism in Asia, may 
mark one of those historic turning 
points which determine the flow 
of events for many centuries."

Then he proceeds to give his views as 
to how he would like democracy to 
work in this country and, how he would 
like the Indian leaders to work the 
economic system in this country, etc. 
He has given the plainest indication 
of  American  aims in India in this 
articlo. At one place he says:

‘•‘In theory at least, most Indian 
leaders would prefer an economic 
system  bawd  on  democrattc 
sodallnn.’̂
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But here comes the confidence in the 
credit ot the loanee and he goes on 
to say:

“Fortunately,  more and  more 
Indian leaders are  beginning to 
recognise  that  our  American 
system of private enterprise is far 
more  efficient  than  socialism. 
American  businessmen who have 
visited India in the last two months 
have seen tangible evidence of this 
new understanding. The three oil 
companies which are now building 
refineries  in India, for instance, 
were  given 25 years  guarantee 
against nationalisation and offered 
other inducements which scarcely 
would  have been considered  a 
year or two ago. Many observers 
believe that  India Government 
oould afford to go further in offer
ing practical inducements to new 
investors,  domestic tind  foreign 
alike,  for  example,  a  tax 
moratorium on new investments, 
or loans given by the Govern
ment of Puerto Rico.”

He  also suggests  that there should 
be a fclose ftitegrtition between the 
Japanese  and  Indian  economies. 
Presumably he has in mind the fact 
that  the Japanese economy is  now 
under the heels of his own country and 
the Government he represents.

Now. in view of this clear enuncia
tion of American objectives in India, I 
have the greatest apprehension—and 
the hon. Members of this House and 
the public at large outside the House 
equally share in that apprehension— 
about the terms of the loans that are 
being negotiated. These apprehensions 
become all the greater in view of the 
fact that in some cases it has been the 
practice of the World Bank to require 
that thn borrowing country undertake 
economic and fiscal reforms before, the 
loans can be granted. Already, Mr. 
Bowles looks with approving eyes to 
the tyoe of guarantees against nationa
lisation which is being offered here, ̂ 
and before we give our seal of ap
proval to the Corooration’s accepting 
these loans we should like to know 
what are the exact terms or the type 
of economic or fiscal reforms we have 
been reouired to undertake because of 
these loans which are being proposed 
to be wanted to us. It is clear. Sir, 
that loans from the World Bank, con
trolled as it is by one country which 
is loominjf  verv large today in the 
world imperialist horizon, cannot be 
of an Innocent nature.

Then, Sir. the type of industrial 
Finance Corporation we have hm; its 
set-up;  its  control,  ownership  and 
organisation—these  al&o  make  us

greatly  apprehensive. Leaving aside 
all other aspects, the fact remains that 
this Corporation is a semi-private one 
in which the Government has only a 
share in the ownership and control of 
its manageipnent and nothing more. The 
majority  of the shares are held  by 
private corporations, joint stock banks, 
investment  trusts  and  insurance 
companies. In this connection, I may 
quote what a Member of the Ccnsti- 
tuent Assembly (Legislative) had said 
when the orî nal Bill which we are 
amending today was. being discussed 
four years ago. I am reading from the 
speech of Shn Khurshed Lai, who is- 
no longer alive:

**I am afraid that the bringing in 
of these scheduled banks, invest
ment companies and insurance 
Companies which are more or leŝ 
managed and operated by half a 
dozen groups and syndicates would 
be  bringing in the  influence of 
people  who  would  be  mostly 
interested in getting money from 
this Corporation.”

This was the apprehension expressed 
at that tmie and to a very great extent 
that apprehension has been justified. It 
is absolutely true that the entire joint 
stock banldng system together with 
investment  trusts and other financial 
organisations  which have  grown up 
during and after the second World War 
are as Mr.  Khurshed Lai had said 
“controlled by half a dozen groups’*. 
These  groups control not  only the 
economic destinies of the countî but 
having secured a controlling voice in 
this Corporation they are likely to us€̂. 
the influence of this  Corporation to 
bring the industrial economy of the 
country entirely under  their thumbs. 
When we bear in  mind at the same 
time that one of the main objectives 
the present amending Bill is to enable 
the Corporation to secure foreign loans 
from the World Bank and think of the 
likely cotisequences of this tie-up bet
ween  American capital  and Indian 
capital, we have to  shudder at the 
future of India and her economy.  I 
suggest therefore, Sir, that this whole 
Bill  should be examined  primarily 
from this point of view. ^

This Corporation is in the eyes of 
the law an autonomous body and there
fore, it would not behave us to go into 
the details of its administration, but I 
would be faiUng in my duty if I do not 
refer to the widespread  complaints 
that have come up against its adminis
tration,  The complaints in brief are 
that the resources of the Corporation 
have been managed and diabvrsed in 
such a way that  gives rise to the
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û̂ cion that the prestige of Govern- 
.ment asaociation with, the Corporation 
aud Government guarantee have been 
utilised by one  particular group of
capitalists under the leadership of one 
who is very high in the administration 
of this Corporation. It would not be 
proper for me to  mention the name, 
but the expectations that were initial* 
ly  raised  in our  mmds  that the 
iong-felt need for providing Industrial
finance to  our  big  and  medium
industries all over the country would 
be met by this Corporation have been 
completely belied.

Then take the  classification of the 
loans  and advances that  have bcfen 
sanctioned. One of the clauses of the 
present Act requires that the annual 
reports of thcr Corporation  together
with a classification of the loans should 
be laid on the ÎEible of the House. This 
has been done, but after goi&g through 
me tour reports that are available lo 
MS I wonder whether any hon. Mem
bers can find out what concrete de
velopment has taken place as a result 
of the working of this Corporation. In 
the first report we find that certahi 
criteria weee laid down for the sanc
tion  of loans,  and the  Board  of 
Directors expressed their regret that 
they could not exactly lay down a 
scheme of priorities.  But if we look 
at the> industries to which loans have 

granted from year to year and 
tne Quantum of these loans, any a\- 
lempt for deriving the basis on which 
the loans have l̂ n granted bafflds 
all sort of logical argumentation. All 
kinds of industries have been mention
ed.  In 1951  aftad 1952, we find the 
cotton textiles industry has been sanc
tioned loans worth  Rs. two crores. I 
do not know whether the full amoimt 
of these loans were  utilised by  the 
concerns to whom they were granted. 
•Purther more, we have to bear ki mind 
that cotton textileji are one of the old 
establlshflid industries in India, having 
evolved their own arrangements for 
finance.  Why  should they be given 
coich a  big loan?  Why should not 
other  new industries  which have 
opened up new fields, which have rome 
forward to take bigger risks, be given 
proportionately greater amounts of 
loans?  Mor̂ er. there is open talk 
in this country of the rivalry between 

textiles and *little* textiles and 1 
-wonder Whcf̂.her ̂ he resources of the 
Corporation have Hot been utilised for 
the benefit of the *Iittle* textile group 
which is headed by one who is very 
hiî in the administration of this Cor- 
ooraHnm and to whom I have alreadv 
refen̂ more than once. This figure 
of Hi. two crores given to cotton 
textile mills naturally  arouse some

such suspicion in our mind. Sir, the 
predecessor  ot this House and the 
whole coUkitry, many hon. Members, 
several old and experienced Members 
of this  House and I think  several 
pronunent  Members in the Congress 
Party as well, wanted that this Cor
poration should be a State corporation. 
Disappointment was expressed by no 
iess a perscm than our present Deputy- 
Speaker, the hon. Mr. Ananthasayanam 
Ayyangar, that the Industrial Finance 
Corporation that we got at last was 
not a State corporation, or a nationalis
ed corporation. But even then, it was 
expected that this  corporation would 
take a broad view of the industrial 
devĉlopment  of the country and its 
needs,  particularly in this  difficult 
period  of post-war  phase of  our 
industrialisation.  But  unfortunately 
this Corporation has been trsmsformed 
practically into a private capitalist 
organisation. We have been surprised 
to  find that whatever voice or in
fluence which the Central Government 
has over this Corporation have work
ed to the baiefit of one particular set 
of  capitalists  and  Govemmetot 
nominees on the Board of  Directors 
have rather represented this particular 
capitalist group to which I refer than 
towards  the  furthering  of  broad 
national  interests as it should  have 
done.

A  vicrw was expressed  when the 
original Bill was under discussicto that 
Government nomination should ensure 
two  things; first, that persons from 
under-developed areas should be nomi
nated on the Board of Directors, so 
that  they might  tako care  of the 
snecial neî of their regions or locali- 
tieF; secondly, that the different clasŝ 
or sectional ftiterests î uld be re
presented. Aftê all industrial develop
ment of the country is just not the 
monopoly  of  any  one  particular 
capitalist group. It is a national con
cern and all classes and communities 
in the country have a claim on it. So, 
lGk)vemment nomination should have 
ensured that all different interests who 
have their sp̂ al stake In the in
dustrial development of the country, 
not merely stakes of ownrt*shlp and pro
prietorship......

The Mteialer ef Commerce ^  
iBdnstry (Shrl T. T, Krtohmammcl̂):
Does the hon. Member refer to Gov
ernment nominees on the Board or 
Directors?

Shrl T. WL Cbaiidhvrl: Yes.

Shri T. T. Krtehnamaehiri:  There
are dhly three nominees. They do not 
repr̂lseht any interest ̂ wcept Govern
ment interest.
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Shri T. K. Chaudhuri: If the hon. 
Minister refers to notes on clauses he 
will find that notes under clause 3 
read as follows:

“In  view  of  Government’s 
responsibility  on account of the 
guarantees given by the Govern
ment in terms of the Act and also 
to  enable prop̂  represrtitation 
being given to all interests...”

Shri M. C. Shah: That is the reason 
ivhy we want to raise the number on 
the Board of Directors.  Today there 
are three Government nominees.  As 
we are going to give further guarantee 
lor these loans, we want to add one 
more. At the same time it has been 
made clear that we do not want to 
have Government officials only.  We 
want  to  give  representation  to 
interests.

Shri T. K. Chaudhnri: That exactly
was the intention in the origiftsl Act 
that all interests should be represented 
through Grovernment nominees.

Shri M. C. Sliah: That is followed. 
All the  three are not  Government 
officials.

Shri T. K. Chaudhuri: I know that. 
Our point is that why the directors 
nominated by tho Government or even 
one should represent a particular group, 
or particular section of Capitalists?

Shri Tyagi: One of them represents 
labour.

Shri T. K. Chaudhuri: Yes,  labour 
trom the I.N.T.U.C.—I know that.

Sir, now I come to the clauses of 
the Bill designed to improve its opera
tion. On the face of it these clauses 
appear  to  be  innocent  technical 
clauses, but if you read between the 
lines  they are not realty so.  As a 
matter  of fact, the most  important 
thing about this Bill is that the re
sources of the Corporation are going 
to b€»  immensely augmented. Apart 
from  its own stock and  capital re
sources, it could borrow in the market 
up to a limit of Rs. lOQ crores.

Shri M. C. Shah: I shall explain the 
matter, if the hon. Member will allow 
me. The paid up capital of the Cor
poration is Rs. five crores. They caii 
issue bonds and debentures up to five 
times the paid-up capital, that is Rs. 25 
crores. They can take deposits for a 
period of more than seven yeiars for 
Rs. ten crores.

Shri T. K. Chaudhuri: They have re
serve funds also.  They can borrow 
on the basis of reserve funds as

Anyway it has been  deduced by 
competent  economists—it is  simple 
arithmetic—that  ultimately the  re
sources, both loans and stocks, together 
may go up to a hundred crores and if 
you take into account the expensive 
capacity of the loans that could be 
granted by this Corporation in its turn 
and secondly the augmentation of its 
resources that are going to be effected 
by loans from the World Bank, if all 
these factors are taken into considera- 
ticfa, this Corporation is certainly go- 
iM to play a very vital part in our 
ei&nomy. There is no doubt about that 
fact.

4 pjbi.

And eventually the time will come 
when the enUre industrial future of 
the country will  come to depend on 
this  Corporation.  Govemmdit have 
left the development of the industrial 
sector of our economy—the Draft Five 
Year Plan also leaves it—to be taken 
care of by private enterprise. Here it 
is that  the role of  the  Industrial 
Finance  Corporation  becomes  very 
vital indeed. As a matter of fact, the 
Draft Five Year Plan makeŝa reference 
to the resources that would be made 
available to the private sector by this 
Corporation.  When we consider the 
fact that the resources at the disposal 
of  this Corporation are  now being 
augmented by the Anglo-U.S. dominat
ed World Bank and from other sources 
internally, we have to make sure that 
we do not  mortgage the  industrial 
future of our country to the Anglo-U.S. 
imperialists who dominate the World 
Bank or the  International Bank for 
Reconstruction  and  Development. I 
may mention herê though I need not 
elaborate it, that not only America but 
the IMited Kingdom of Great Britain, 
the Sterling Area countries as well as . 
the  Atlantic  Pact , countries  also 
hold a considerable share in the World 
Bank. Ultimately it comes to this that 
United  States imperialism  which is 
leading the capitalist and imperialist 
world  today,  secondly the British 
imperialism, and thirdly the Atlantic 
Pact powers—̂it is these that control 
the Bank. As Mr. Leonard has made 
it clear, the Bank is not innocent of 
politics. As a matter of fact, the Bank 
is nothing other than an instrument of 
power  politics in the  present day 
world.  And we must make sure, in 
view of the  fact that Mr. Chester 
Bowles  and his .Government  have 
certain specific objectives in view, that 
the loans advanĉ by this Bank to 
the Industrial Finance Corporation or 
to our Steel Corporations or may be to 
other Corporations which are standing 
in the queue for doles of loans, do not 
mortgage our country’s industrial
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economic future and that our country 
is  not reduced to the  position of a 
colonial slavtf country.  That is first 
thing about whidx we must make sure.

The second point is that we must not 
likewise inortcage the Industria* future 
and the economic future of our country 
to one croup, to one particular section, 
of our national monopoly capitalists. 
Mr. Khurshed Lai predicted four years 
ago that the way the Corporation was 
organised, with the type of organisa- 
tiab which was set up and the type of 
administration  which  was set  up, 
would surely hand over the control of 
the  Corporation to  half a  dozen 
financial capitalist groups.  We would 
have objectM to that, but we would 
have had some solace even then that 
after all half a dosen civitalist groups 
would be controlling the Corporatioti 
and  certain amount of  checks and 
balances would have operated in the 
process of their mutual conmtition. 
But the fact remains that the Corpora- 
ticm has developed in such a way that 
it has come imder the thumb of one 
single monqpoly capitalist group led by 
one who has b«ti placed very high on 
the administration of the Corporation 
by the Government Itself—̂the Gtovem- 
ment which is claiming to be national, 
the Government which professes to 
giv0 equal representation to all sections 
and all classes of interests to the com
munity,  the Government which  is 
professing  in theory the ideal of a 
classless society and Ram Rajya.

Mr aatanaaa: I do not want  to 
interrupt the hon. Member, but he has 
already taken forty-five minutes and 
how he is repeattog his arguments.

fflui T. K. Cbandhofi: I  am  con
cluding, Sir.  These are some of the 
apprehensions that are in my mind 
and I may tell you  that these ap
prehensions  are shared by a large 
section of our countrymoi.  I hope 
that the Government would at least 
take into account these apprehensions 
in the minds of the people and try 
to allay them as best as they can.

Shri A. C. Ctaka (Santipur):  Sir,
on several occasions I  have brought 
b̂ ore  this  House  some  of  the 
objectionable features of the woiking 
of the Industrial Finance Corporation, 
and so it is very dilBcult for me to 
accept all that the hon. Minister has 
been pleased to say about the sound
ness of the proposals contained in this 
amen̂ ng Bill.  I have mentioned 
several times that this Corporation is 
worked in a way whidi does not bene* 
fit the. eomparativdy poorer section 
ot oat ladastriaUsts and bî ess-

IMa CorpwaUon .(Aowtid* 
niMit) Bin.

moi.  I mentioned several times aaad 
I made definite allegations that twless 
an  Industry can get  some of the 
influential  directors of the Corpora* 
tion to be interested in their particular 
concern, that concern can hardly ex
pect to get any loan from the Cor
poration.  At least that has been our 
cncperlence in Bengal.  On a previous 
occasion I mentioned this thing in this 
House and the hon. Finance Minister 
in reply to my allegations said:

*‘I thtok he is mtirely under a 
wrong impression when he says 
that a loan was given merely be
cause a Director of the Industrial 
Finance Corporation was associat
ed with it. It may be that people 
who  are Directors  of the In
dustrial Ftoance Corporation, are 
posple with a good deal of r̂ uta- 
tion for good management so that 
when they are associated with a 
particular  enterprise,  obviously 
that enterprise gets  more credit
worthy  than if they are not so 
associated.”

It is in a way an admission of the 
existence of the practice which I al
leged to have been predominant in 
the working of this Industrial Cor
poration.  The Finance Minister then 
gave  me some  assurance  that he 
would look into all those things but I 
am afraid nothing has been done. My 
definite  allegation is  that when a 
comparatively  poorer man starts a 
business, because of his  engineering 
or scientific ingenuity, he can develop 
only to a certain extent; but when the 
question of big finances comes, he can
not develop it and the business goes 
out of,his control and then these big 
people take possession of the business. 
That has been the experience of many 
industries  started by middle  class 
Bengalis in Bengal.  I mentioned the 
case of the electric fan industry.  It 
was started by a Bengali. It was first 
manufactured in India by a Bengali 
scientist but he could not proceed with 
it.  He had to give it up.

Now about this Industrial Finance 
Corpqration—̂I do not know what is 
its purpose;—if it is only to help the 
big industrialists, the big capltidists, 
then I think it is working w il̂ t 
but  if it really wants  to help̂ e 
comparatlvdy poorer section, to help 
the  undeveloped  regions  of  the 
country or to have somewhat like an 
equal economic development of India, 
then I am sorry that this Corporation 
has not been woridng all rî i' Dur
ing the last'debates, several Meipbers



1191. !ndu$trial Finance  25 NOVSHBBR 1952

on the Congress side,  including the 
Deputy-Speakor, who was then in the 
Chair, Supported my contenticm and I 
moved an  amendment to the State 
Financial  Corporation Bill to add  a 
clause that the Director of that Cor
poration  might not in any way be 
benefited out of the loan given by 
the Corporation. Several Members on 
this side of the House supported me 
but 1 am sorry 1 could not persuade 
the hon. Finance Minister to accept 
:my point of view.  1 was then chal
lenged and 1 can say I was alnu>st 
provoked to mentic«i names but I did 
not. It would not be quite proper and 
quite decent to mention names here 
but I say with all the sense of res
ponsibility that that has been going 
on.

Sir, you will find in the list that 
the accommodation given to ceramic 
and glass industry is Rs. 1,19,00,000 
and to the  rayon industry Rs. 50 
lakhs.  I would ask the hon. Deputy 
Minister—as the Finance Minister is 
absent—̂to ebquire who are the parties 
benefited in this one crore and nineteen 
lakhs in ceramic and glass industry.

I would also like to make certain 
other points as regards textiles. Some
times  those big  bosses  of this In
dustrial Finance Corporation mav not 
themrelves  be  in  the  Board  of 
Directors but they put their sons, sons- 
in4aw.  nephews  and  some  other 
relatives to be in the Boaid of the 
industry concerned which has to get 
benefit; and in most cases it is not only 
putting a Member on the Board of 
Directors  but practically the entire 
business or a considerable porttei of 
it is transferred to the nominees of 
the big bosses of the Industrial Cor
poration.

Then, this Bill is going to give more 
power to the Board so that they may 
still more utilise the funds available 
with them for their own personal and 
family benefits.  Sir, in clause 20 of 
this Bill, the amendment sought there 
IS to put a new section in the princi
pal Act—̂SOA and it says:

“That the Corporation may ap
point as many persons as it thlnin̂ 
fit lo be the directors of that in
dustrial concern*

And then the explanation goes:

“The power to appoint directors 
under  this section includes the 
power to appoint any individual, 
firm or company to be the manage 
Ing agents of the iiidustrial con- 
carrt**.

Ô rparaiion (Amend- 1192 1192 
ment) Bill

I think the hon. Miidster Is not un
aware of the fact. ....

Shrl Shrl M. C. Shah: Shah: May I intervene? 
It is ip regard to that  undertaking 
that industrial concern has been taken 
over,

Shr. Shr. A. C. Gnha:  Gnha: I know" that.  At 
any time they can take over an in
dustry.

Shr. Ml Shr. Ml C. Shah: Shah: Under the said
clauses?

Shrl Shrl A. C. Goiui: The clause is 
quite wide enough.  That has given 
them wide power to take over any 
businoss.  I know of a definite case 
in South India nîiere pressure Is being 
put upon that company so that that 
concern may be handed over to an- 
oUier interest.

An Hon.  Member: Son-in-law pos
sibly.

Shr. Shr. A. C. Gnha: Gnha: Not  son-in-law
but some other interest. Sir, I think 
the hon. Minister is not unaware of 
the  Company Laws  Enquiry Com
mittee’s recommendations and I think 
his JUeparlmeut must have been pre
paring also a Bill to be placed before 
this House. All that has been ̂ aid in 
that  Report about  the system  of 
managing agency is not quite palat
able and yet why should there be a 
managing agency to be imposed by 
the Corporation on that industrial con
cern which ifye Corporation might be 
pleased to take over?

Shri B. Das (Jajpur-Keonjhar); This 
is a good point.

Shri A. C. Guha: It may be embar
rassing fbr them to nominate their 
own nephews and sons, in the Board 
of  Directors but it  will not be so 
embarrassing for them to nominate 
some firm—the name of that firm may 
not expose the character or composi
tion of the firm—as managing agent 
of that industrial  concern,  I hope 
this House will take ŝious notice of 
this provision which is sought to be 
imposed by clause 20 which is going 
to put a new section 30A.

In the original Act section 25 gives 
authority to impose certain conditions 
for accommodation. May I enquire on 
how many of these industrial firms 
the Board has thought it fit to impose 
those conditions and nominate some 
of their nominees on  the Board of 
Directors?  I think in almost all the 
concerns which have been started by 
some poorer people or middle class 
people, the Board has suggested some 
of their nominees. to be put on the
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Board of Dlnctors or to h«v« mim 
busincta interctt  arraniMl  betwen 
tbeir nominees and the old manage* 
meut  of Um  industrial ctmcom.  I 
should like again to rater to son* 
cases in Bengal. I know of only one 
really Bengali firm that has had some 
accommodation fcrom this Coiporatkm. 
And that &rm has a man who Is so 
big that even the big bowes of tills 
Coiporatian cannot simply afford to 
displease him.  Therefore, simply out 
of fear fw that man, they must have 
given tiiat firm some accommodation. 
But. in all other casfes, all application 
have been turned down unl̂ some 
nominees of theirs have been taken In 
the Board of Directors and in most 
cases,  practically,  the  business  of 
these concerns have been transterred 
to the management of some of the bU 
men of this Industrial finance Cor* 
poration.

It is surprising. Sir, that repeatedly 
this allegation is made in the House 
and Govonment are net taking any 
serious notice of Uiis allegation and 
have not been making any enquiry 
into this allegation.  I belong to the 
Party which is running, tte Govern* 
ment.

Babn Baauurayan Slagh: (Hazari- 
bagh West): That is most unfortunate.

Shri A. C. Goba: When I make this 
allegation, I know njy  responsibility 
and I expect that my Government will 
t?ko this allegation seriously and make 
serious enquiries into this allegation.

Babn Bamaarayaa Singh: No, no.

Shri A. C. Gnha: Surely they will 
have to. He may ask Shri Tyagi about 
this.

Then, it has been  sought by this 
Amending Bill to raise the amount of 
a loan from 50 lakhs to one crore. The 
original provision was, in any case, not 
more than ten per cent, of the paid up 
capital of that concern could be given 
as a loan. -

Shri M. C. Shah: The hon. Member 
is mistaken. It is ten per cent of the 
paid up cairttal of the Corporation and 
not of the concern.

Skrl A. C. Chduu Even that is not 
hare now.

Dr. U If. Dag  (Burdwan—Beserv- 
ed—Sch. Castes): Any  amount  can 
be given.

Shrl'M. C. Mali: The hon. Member 
said, tto per cent, of the concern.  I 
wanted to correct It

Shri A. C. Gaha: AU right; I stand 
corrected. 1 am sorry I was wrong. In 
any case, now there are also some umi- 
tations.  Th« paid up capital ot the 
Corporation is only five crores and ten 
per cent, of that would not hava beea 
more than 90 lakhs.  Now. they are 
making it one crore perhaps to h«v big 
capitalists.  There is no condition at- 
Uched.

♦

This amending Bill seeks to provide 
for a Deputy Managnig Director to be 
nominated by the Oovemmeot.  This 
functionary has been given a Mg name. 
Ho  is called  the Deputy  Managing 
Director. But, it seems he is not even 
a Director according to the provision 
here. He has no power to vote except 
when the Managing Director is absent. 
In the subsequent clauses also, he'has 
been treated only as an official and not 
as a Director. If he is treats mly as 
an offlcial, he should be  plainly be 
given a common name and not such an 
imposing name as Deputy  Managing 
Director. If he is really to be a Deputy 
Maiiaging Director, he should be ̂ ven 
all the authority that this name signi
fies and should be allowed to function, 
when the Managing Director is absent, 
with all the authority of the Managing 
Director.

Shri iti. C. Shah: He is allowed that 
under this Act.

Shri A. C. Guha: No.

Shri M. C. Shah:  The  section  is
there.

Shri A. C. Goha: No; he is simply an 
official.  Only in certain meetings he 
has the  right to vote.  Fven  when 
there is a casual vacancy in the office 
of  Managing Director,  thU Deputy 
Managing  Director is not to function 
in his place.  .The Government wiU 
nominate another man to function as 
the Managing Director.

Then there is a provision to remove 
the  Managing Director.  That is, I 
think, a very good provision herei But, 
it has been hedged in with certain con* 
t̂ions which have  practically made 
this provision tiugatô.  If the Gov
ernment  really intend to  take this 
power  of  removing  the  Managing 
Director, then, it is better that there 
are no conditions imposed. I think the 
Government will agree that hardly will 
there be any case where there will be 
a  two-thirds  ma}odty  against  the 
Managing Dtrector, even If the Govern
ment want to remove him. Apart firom 
that practical p t̂ of view, If the 
Government  tmiA  that  a  certain 
Managing Director has not been work-
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lug properly and discharging hia func
tions propexly, it should not be left to 
the discretion of the Board to ratify 
the Central Government’s directive 
that the Managing Director should be 
removed or not.  Either it should Be 
put that Government may simply pro
pose to the Board of Directors and the 
Board of Directors will decide whether 
that Managing Director should be re
moved  or not, or the  Government 
should take the power forthwith to re
move  the Managing  Director if and 
when he is found to have been behav
ing not properly. Of course, he should 
be allowed the chance to explain his 
conduct: that I do not object to. But, 
I think that the condition that there 
should He a two-thirds majority practi
cally  makes the power tiugatory. It 
will hardly be available to the Govern
ment.  Moreover it is an insult for 
Govumment to ratify or confirm its de
cision.

There is also a provision about a 
special reserve fund. Here also, I think 
the Government should take the more 
straightforward course of giving a 
subsidy rather than a special reserve 
fund. During the last three years, Gov
ernment have already given about 24 
lakhs....

Dr.  Lanka  Siindaram  (Visakha- 
palnam): Twenty-six lakhs.

Shri A. C. Guha: No; 23,89.000 and 
odd. Jhey are proposing in this Bill 
that any dividend accruing to the Gov- 
ernmont > and to  the Reserve  Bank 
should not be paid to the Government 
and the Reserve Bank, but should be 
credited  to a special reserve  fund, 
wiiich practically m€#ans that the Gov- 
ernmefnt are making a fresh donation 
to this Corporation to build up a re
serve fund.  That  should have been 
plainly stated instead of saying that the 
special reserve fund should be built up 
only from the  dividends.  I do  not 
know what the purpose of this special 
reserve fund is.  If the  Corporation 
cflttinot build its own reserve fund, how 
long  are the Government going  to 
spoon-feed this Corporation. The hon. 
Minister stated that it is only for a 
few years.  There is nothing in the 
clause that it is only for a few years. 
Thp clause says:

**AU dividends accruing on the 
the shares of the Corporation held 
by the Central Government and the 
Reserve  Bank shall, instead  of 
being paid to them, be credited to 
a special reserve fund until the 
aggregate of the sums standing in 
the reserve futid established under 
sub-section  (1) of section 32 32 and

the  special reserve fund exceeds
fifty lakhs of rupees.**

Shr. Tjrmgl: Shr. Tjrmgl: If it is done in one year, 
it is over.»

fiOnrl  C Guha:  C Guha: It wiU not be one 
year.  In three years, I  think, you 
have been able to earn only three laktu- 
or four'lakhs, a year, by way of divi-' 
dend.

Shr. Shr. TjMgk The limitation is not̂ by 
years, but by the sum.

Slur.  C Guha: Slur.  C Guha: Yes: the sum ac-̂ 
cruing as dividends and it would take 
some years.  In fact, it is giving an̂ 
other 50 lakhs to the Corporation, to be 
made into a special reserve fund.

There is a provision for arrangement 
with the  International Bank for Re-* 
construction and Development. I think: 
the Government should have placed at 
least a gist of the terms that have been 
settled,  what would be the amount 
given and what would be the rate to be 
chargoi. I think on several occasions...

Shri B. Das: They have never given 
loans at less than four and a half per 
cent.

Shri A. C. Guha: On  several  oc
casions in this House the question was 
raised about the rates charged by the 
International Bank on loans given for 
the Damodar Valley Corporation and 
for Railway reconstruction, and the 
House has ̂lot been quite happy about 
the rate charged. Anyhow, the terms 
and conditions and the amoimt should 
have been placed before us along with 
this Bill.  ^

Shri B. Das: They can give us a 
memorandum.

Shri A. C. Guha: We are proceeding 
on the lines of a planned economy, and 
the  Planning  Conrunission has  also 
given a sort of prioritŷas regards the 
industries to be developed.  I do not 
know whether this Industrial Finance 
Corporaticn  has been  following any 
scheme of priority, or  whether they 
have been going according to their con
venience and interest. From the list 
of industries  that has been given, it 
does ZKit appear that this Corporation 
has given any consideration to priority 
of  industries.  I think  Government 
should make this Corporation conscious 
of this point, and see, whenever anŷ 
loan is given to an industry, whether 
that industry deservea to be given a 
prior consideration over other industries 
from the point of view of  national 
interest.

There is ainother Bill peoding before 
the House which seeks to amend the
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Reserve Bank of India Act The Bill 
under considwation  and the Bestfrve 
Bank  (Amendment) Bill  have aome 
inhereat connection. The latter seeks 
to giv« greater credit f̂ Uties for agri
cultural  operations. Inis  Industrial 
Î ance Corporation, I know, cannot 
give any help to  âcultural opora- 
tions. but I think it should takie some 
cognbusice of the stale of affairs and 
of the demand that is growing In the 
country as regards the  improvement 
ol agriculture.  It has be« stated in 
the amending  BiU that the funds of 
this Corporation can be deposited with 
any Scheduled Bank or with any State 
Co-operative  Bank,  but 1  wink it 
should also be provided here that this 
Coiporation may also deposit its funds 
with  any land mortgage bank.  I 
should also like to remind the House 
that about three years ago the Rural 
Credit Enquiry Committee laid great 
stress, upon the  importance of land 
mortgage banks as a machinery for ex
tending credit facilities to rural areas 
and to agriculture.  So, this Corpora
tion also should take some notice of 
this development and there should be 
a provision that its funds may also be 
deposited with land mortgage banks.

I should like to  mention here one 
thing about the tea industry. luring the 
last session in reply to a question of 
mine, the hon. Minister for Revenue 
.and Expenditure stated something to 
the effect that credit facilities were 
available from the Reserve Bank and 
also from this Corporation to these tea 
gardens, but that they were not taking 
advantage of these facilities. I think, 
siiice  then, he must have  received
some  commtmications from ttie  tea 
garden owners and tea companies as 
the present position in the tea industry 
in Bengal and Assam—I think I catn 
jiay  in the whole of India—is  very 
precarious.  It was expected that this 
Corporation would render some help 
to the tea industry. I am told a con
ference was convened on 1st November 
at Calcutta fun which the representa
tives of the Reserve Bank and this Cor
poration along with representatives of 
some Scheduled Banks and of some tea 
interests  were to participate.  That 
conference  was  convened  by  the 
:Secretary  of the Central Tea Board 
which  is  almost  a  Govemmeftit 
organisation.  But the representatives 
of the Reserve Bank and this Corpora
tion did not appear for the conference. 
So. it  practically came to  nothing. 
Nothing could be discussed and noth
ing could be achieved.  I think Gov
ernment ought to take some steps as 
regards the feasibility of this Coîora- 
ition extendix̂ its credit facilities to

the tea industry.  According to the 
definition given In the orgbial Act, an 
‘̂industrial concern** means a public 
limited  company or ̂a  cooperative 
society, I wmcome this definition and 
I really want that industries owned by 
private persons should be treated with 
discriminaticm as against public-owncid 
industries.  When the hon. Minister 
sUted in the last session in reply to 
my question that there .were certain 
facilities available to the tea industry 
from  this Corporation or from  the 
Reserve Bank, he perhaps meant really 
the theoretical position. But, most of 
these tea gardens are not public limit
ed  companies,  and  so  whatever 
facilities  may be available to them 
theoretically are not practically and 
really available Only  British-owned 
tea gardens and companies are public 
limited companies. Most of the Indian 
companies are either private limited 
companies or private concerns which 
are  mostly  small.  So,  whatever 
facilities the hon. Minister might have 
in his mind are not really available to 
these small Indian-owned tea gardens. 
I hope, the hon. Minister would take 
into consideration this aspect also.

As  regards the two other amend
ments to extend the scope of this Cor
poration by putting shipping industries 
within  the purview of this Act atod 
introducing  the  Comptroller  an<i 
Auditor-General’s authority in respect 
of audit, 1 welcome them.

My predecessor has said much about 
the Internationl Bank and any help 
takcAi from it. I do not share his mis
givings about the International Bank. 
I db not share also any misgiving about 
taking any foreign help.  I think we 
are living in a world now in which it 
is not possible to live an exclusive life 
without  international  economic  co
operation and collaborâon. No country 
in the world can do that. The ques- 
ticfn may be from whom we shall take 
economic  aid. He may not like the 
source from which the India Grovem- 
mcot Is now taking help, and he may 
like India to  take help from  other 
SQiircees.  There may be difference of 
opinion on that, hut I cannot  think 
that any country in the world can do 
without international co-operation and 
collaboration  in  economic  and in
dustrial spheres. I do not think there 
is  anything wrong in  having  any 
arrangement  with the International 
Bank, and in taking some help from 
them, but I think that the terms and 
conditions should have been placM be
fore the Members when this Bill came 
up for discussion
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Shri S. V. Ramasw&my (Salem): We 
have once again been treated to the 
familiar  theme of  Anglo-American 
imperialism. It is nothing new, coming 
as it does trom the Opposition benches, 
because I have been sitting  tgirly 
quietly here dû g the session listen
ing to speeches, imd  oftentimes this 
same remark is being repeated.

Kumari  Annie  Mascarene  (Tri
vandrum): Naturally.

Shri S. V. Ramaswamy: I see noth
ing natural about it.

The Mint that my Imul friend Mr.
T. K. Chaudhuri was driving at was 
that he smells a rat in  everything 
American or Anglo-American. (An hon. 
Uembet : \ dead rat?) That seems to 
be not  fair attitude to tak0. We have 
got to judge things, each aa its own 
merits. Talidng of the  International 
Bank,  they  see  something  very 
dangerous ak>out it.  I do not know 
whether therd is anything dangerous 
in the Ititemational Bank giving us 
aid by means of sending us  capital 
goods  and so  on to  improve  our 
country. This is nothing new. If you 
read the economic  history of other 
countries, you will see that for tho 
development of backward countries, 
other countries which are well-placed 
have come forward, and those back
ward countries have availed them
selves of that aid, and thus they liave 
also come forward. That is the general 
proposition. So there is no reason why 
we should not accept this help from 
the International Bank or from Eng
land or America, as the case may be. 
The questlrtifi that would be relevant 
would be whether the  terms under 
which we take those loans are favour
able to us, whether there are any poli
tical strings attached to them, whether 
we will be placed in a position in 
which  our  sovereignty  will  be 
jeopardized, whether our independence 
will be affected.  These are the con
siderations which are really relevent, 
and  not the abstract question  that 
merefly because the loan comes from 
America or England, or the Interna
tional Bank, it is dangerous etc. Such 
an attitude is an irrational one to take, 
and to say the least, it is not helpful 
to us.  With these few preliminary 
remarks, I would also  join my hon. 
friend Mr. A. C. Guha in saying that 
the rate of interest that the Interoa- 
tional Bank charges seems to be some
what high—I speak subject to correc
tion.  I understand  that it is about 
four per cent., which is a very high 
percentage fbr an International Bank 
to charge while advancing a heavy and 
large sum of money. In that regard,
I believe we might negotiate fbr a 
lesser Intecêt.
3.30 P.Ŝ.

The second point that I wish to urg» 
is that this Corporation, instead of bê 
ing made a private one, may well be 
made a State Corporation.  My hon. 
friend Mr. T, K- Chaudhuri spoke about 
that, but I believe there is full support 
for the argument in the foinrth r̂ Kxrt 
of the Industrial Finance Orporaticm 
itself. 1 invite your attention to page 
I ot that report where it is stated:

“The  Central Government,  hi 
pursuance of Section 5 of the above 
Act. have guaranteed a dividend of 
per cent, per annum  on the 

Share Capital.  It is proposed to 
utilise the  above amount of Rs. 
8.25.290/9/- towards the payment 
of the dividend and to call upon 
Government  for the  balance of 
Rs.  2.99,709/7/- to make up the 
guaranteed dividend.  The  total 
amount already drawn from Gov
ernment by way of subvention to 
meet  the  guaranteed  divided 
declared tor the first three years 
amounU to Rs. 23.89,416/13/6.”

So, money  is drawn from  the tax-' 
pajrers to pay the dividend guaranteed 
to the shareholders.  If the Corpora
tion  were a State  Corporation, my 
humble submission is, that we would 
not have to pay dividends into the 
hands of private individuals, as it ia 
taking place today.  Moreover, if it 
were made a State Corporation I am 
sure the dividend will go to the State 
and in turn reach the people of thia 
country and in turn benefit them.

The other point that I wish to urge 
is this. I have tabled an amendm̂at 
to clause 13 which reads thus:

**In pages 3 and 4, omit clause 
13.**

I was hoping to get some light from 
the speech of the hon. Deputy Ministerr 
on that point. Clause 13 reads:

*In Section 24 of the principal 
Act, for the words “for an amount 
equivalent  in the aggregate  to 
more  than ten per cent,  of the 
paid up share Capital of the Cot- 
ration, but in no case exceeding

Corporation (Amend-
vient) Bm.

flfty lakhs of rupees”, the following 
shall be substituted, namely:

•*for an amount exceeding one 
crore of rupees in the aggregate

I was looking for some reasons as to 
why this amount should be raised from 
Rs. SO lakhs to rupees one crore. I find 
from the fourth annual report that the 
Capital and Liabilities, and the Pro
perty and Assets of this Corporatibn 
are about Rs. ll;3a lakhs. I find irom
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Section 4 of the  Industrial Finance
Corporation  Act, that the authorised
capital is Rs, ten crores, but the issued
and paid-up capital is only about Rs. 
live crores. Section 22 of the Act says 
that the deposits shall not exceed Rs. 
Uve crores, and in any case, the loan
raised shall not exceed five tunes tte
paid*up capital. As a matter of fact*
the capital and liabilities are only Rs. 
eleven crores and odd.  If on each
loan an amount of Rs. one crore is to
be granted, this will work out to an
average of not more than eleven appli
cations which can be entertained, if
this point is actually put into practice.
But what I And from the report is as
follows:

Ko. of Applications Amount

<t) not 
exceeding  R«.
10 Ukhs 63

Rs.

1̂99,45.000/.

(ii)Loans exceed
ing Ra. 10 
lakhs but not
exceed ing Rs. 
20 lakhs 21 S.21,00.000/-

(Ui) Loans  ex
ceeding Rs. 20 
lukhs but not 
exceeding Rs. 
30 lakhs Seven 1,95,00,000/.

(iv) Loans  ex
ceed ng Rs. 30 
lakhs bat not 
exceeding Ra. 
40 lakhs Five 1,95,00,000/.

Iv) Loans exceed
ing  Rs. 40 
laiihs but not 
exceeding Ks. 
50 lakhs Eight 3,93.00,000/.

Again, on page 3 of that repori we
find that the number of  applications
received  is 54  for an  amount Rs.
7,30,25,000. which comer to about Rs.
15 lakhs on an average. The number
of applications sanctioned was 33, for
a total amount of Rs. 4,45,25,000. which
also  comes to  about Rs.  15 lakhs
roughly per application.

When that is the position. 1 do not
see why it should be necessary to raise
the maximum  amount of loan from
Rs. 50 lakhs to Rs. one crore. It has
not been made-clear by the hon. Deputy
Minister.  I  shall bring out another
figure also which  does not seem to
justify this increase.  I hope, in the
course of the  reply the hon. Deputy
Minister  will clear  the point,  and

satisfy the House as to why he wants
to raise the maximum.

The other criticism that I would like
to submit is this: seeing the way in
which the amounts of loans have been
disbursed, it seems to me that the small
industries  have  been  neglected
completely. On page 4 of that report
is v̂en the list of  industries which
have received grants from out of the
funds of this Industrial Finance Cor
poration. It is all big industries; there
is no mention of small industries at all.
And  looking at other  figures  also,
certain provinces alone have benefited.
I see from Appendix A that there have
been eight applications upto June, 1952 
from Bombay  and the  sanctioned
amount is 83 lakhs.  The total upto- 
datenumber of applications from Bom
bay is 29 and the total sanctioned for
Bombay  alone is four crores and 15 
lakhs.  This, Sir. is out of 14 croreB.
The other provinces have not received
any  considerable  amount.  1 could
see that Madras has received 35 lakhs
on only one application in 1952 and
the total upto  now is only one crore
and 21 lakhs.  My humble submission
is that in the actual working, it seems
the provinces which do not seem to
have a pull—I use that |erm in the
best sense—̂have nothing sinister about
it.

Shri K, K. Basa (Diamond Harbour):
Why be nervous about it?

Shri S. V. Ramaswamy: I do not
seem to get  the benefit out of  this
Industrial Finance Corporation; nor do
those backward industries which are
in urgent and pressing need of financial
help receive any such help at all. It is
the big business, big industrialists, who
seem to be deriving the benefit out of
this Industrial Finacnce Corporation. I
wish the role of this Corporation in
reconstructing  the economy of India
will be different hereafter at least so
that there may be a fair distribution
of the funds of this Corporation over
the several States and also that funds
may be made available for the develop
ment of small-scale industries.

Shri M« S. Ganipadaswamy:  Sir,
when this Act was under consideration
by the Constituent Assembly (Liegis- 
lative) in 1948, many Members criticis-> 
ed it on the ground that it might be
misused; and by the experience gained
during these four years of the working
of this Corporation that apprehension
expressed by several Members In 1948 
was more than confirmed. The Cor
poration that has been envisaged by
this Act is based on an  assumption
that there is  going to be a private
ŝ or in industry and that sector needs
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Ibeterinc and nursing and for that pgr- 
poM, there should be a Central ,Fû
to help that private sector. The impli
cation U that by helping this private
sector, it should be allowed to subsist
ând continue to exist as an integral 
part of the industrial economy of the
•country.  So, the Act as it stands to
day, is a sort of endorsement of private
capitalism in the  country.  Some of
the Members in 1948, particularly Shri 
K. T. Shah, made out a very cogent
•case ki favour of nationalising this Cor
poration. According to the provisions
•of the Act, the State  guarantees the
capital of the Corporation.  That is
the shares which are subscribed to the
Corporation are guaranteed by the Gov
ernment. But the State has not full
say in the management and control of
this Corporation. That is the analysis
of the position of the Finance Corpora
tion. When the State guarantees fully
and completely the capital of the Cor
poration, it is but logical to  expect
that it should have complete sway iti
the matter of ownership and managô
ment of this institution.

Shri Velayudhan(Quilon cum Mave- 
likkara—̂ Reserved—Sch. Castes): It is
only guarantee.

Shri M. S. Gurupadaswamy: Sir, You
are aware that this  Government are
tinkdring with  pleftining.  They have
almost finalised a Five Year Plan. It
may be coming before this House with
in a few days. If you accept planning
as the basis of your economy, then why
should 3̂u support a policy  which
means that this Corporation which is
to help the industries of the country
shoulc} be partly privately-owned? Sir,
the development of the entire country
is the responsibility of the State and
State  alone and in all  matters of
development of the country, the State
should have full say. But here  is a
case where the State guarantees the
entire capital of the Corporation which
Is  mostly  controlled  by  private
capitalists. If the Corporation runs into
loss,  then the State will come and
straightway meet the loss of the Cor
poration. Why should there» be such a 
thing at all?  If the intention of the
Government, or the sole purpose of the
Oovemment is to promote  economic
<Jevelopment uniformly in every comer
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of the country, then it is  necesitty
that the Corporation should be owned, 
managed and controlled by the State
alone.

Sir, my hon. friebd, Mr. Guha, wae
referring to certain cases of favouritism
in the operation of the Corporatioii. He
said that certain concerns were invit
ing the relatives  of the Directors to
become thm Directors of those concema
with an ulterior motive—with a motive
to get financial help from the Corpora
tion. I have seen many instances, and
many peĉle, who are trjring to get 
the relatives of thoee Directors some* 
how or other to their concerns in some
capacity  so that tĥ  may get the
financial help easily. This should not
happen.

Sir, nationalisation policy should be
made the corner-stone of our economy.

Mr. Chairman: I take it  the hon.
Member will continue for sometime,
more.

Secretary will now read a message
from the Council of States.

MESSAGE FROM THE COUNaL OF 
STATES

Secretary: Sir, I have to report the
following  message received from the
Secretary of the Council of States:

“l*n accordance with the provi
sions of sub-rule (6) of rule 162 of
the Rules of Procedure and Con
duct of Business in the Council of
States, I am  directed to  return
herewith the Bill further to amend
tho Indian Tariff Act, 1934, which
was passed b.v the House of the
People at its sitting held on the
14th November, 1952. and transmit
ted to the Council of States for its
reconunendations and to state that
the» Council has no recommenda
tions to make to the House of the
People in regard to the said Bill.”

Mr. Chairmaa: ITie House will now
stand adjourned till 10-45 a.m. tomor
row.

The  House then  adjourned till a 
Quarter  to Eheven of  the Clock on
Wednesday, the 26th November, 1961.




