8565 Industrigl and State

[Shri K. D. Malaviya]

.(vil) Notification No, MII-
167(1)/55, dated the lst March,
1953,

“r(vill) Notification ~No.—-MII-
m(zl)/sa dated the 26th April,
1955,

(ix) Notification No.  MII-
167¢1)/54, dated the 20th April,

1088,
Ty Nauﬂntlon No. MIT-159¢3) /
85, dated the 27th May, 1935.

(xl) Notification No, MII-
152(232)/93, dated the 22nd June,
1935,

{Placed in Library. See No. 8-23/55.]

COMMITTEE ON PRIVATE MEM-
BERS' BILLG AND RESOLU-
“* TIONS

sttt THINTY-FIRST REPORT

Shri Altekar (North Satara): I bu
to present the Thirty-first Report of
the ‘Committee on Private Members'
Bills and Resolutions.

INDUSTRIAL AND STATE FINAN-
CIAL CORPORATIONS (AMEND-
MENT) BILL—Contd.

Mr, Speaker: The House will now
take up further consideration of the
following motion moved by Shri A. C.
Guha yesterday:

“That the Bill further to amend
the [ndustrial Finance Corpora-
tion Act, 1948, and the State
Financial Corporations Act, 1931,
be taken Into consideration.”

The Minister of Revenue and Defence
Expenditure (Shri A, C. Guha):
Yesterday, I mentioned that this Bu!
had been brought before this House
primprily to Implement two very im.
portant recommendations of the
enquiry committee. One s the creation
of the post of a stipendiary Chairman,
who would be the Chief Executive
Officer of the Corporation and will be
assisted by a General Manager. Con-
sequently, this would mean the aboll-
tion of the two posts of Managing
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Director and the Deputy Managing
Director.

[T

[Mr. Derury-Seeaker in the Chairl

The second important recommenda-~
tion which this Bill seeks to imple-
ment is the substitution of the Execu-
tive Committee by some other Com-
mittee. The term ‘Executive Com-
mittee’ has got a specific connotation
and the enquiry committee suggested

such power as it thinks necessary.

Besides these two recommendations
of the enquiry committee, certain other
matters have also been brought under
this Bill. From the experience of the
working of the Corporation and also
from the discussions of 1952, Novem-
ber, Government have decided to make
certain changes in the Industrial
Finance Corporation Act. The first
thing is, according to the present Act,:
no indu:trial concern which has not
been in production for some time is
eligible for getting any accommoda-
tion from the Industrial Finance Cor-
poration. Government feel that in view
of the urgency of developing certain
industries, it should bs proper for new '
concerns which have not yet started
production, to be made eligible for
loans from this Corporation. This
House passed some years ago a Bill
for State Financlal ~ Corporations.
Under that Act, almost all the States
have set up State Finance Corpora-
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tions. These Corporations have also
been feeling this difficulty, They have
been repeatedly writing to us that this
definit'on of industrial concerns should
be modified so as to include also new
concerns which have just started and
which have not yet been in production.
This Bill will provide a modification
of the definition of industrial concerns
both for the Industrial Finance Cor-
poration Act and also for the State
Financial Corporation Act. That is
why the name of thi: Bill is Industrial
and State Financial Corporations
(Amendment) Bill. In this particular
matter, this Bill will amend both the
Acts.

Under the present Act, the Corpora-
tion is entitled to acquire and hold
certain properties. But, there has been
no provision in the Act as to how the
Corporation can dispose of these pro-
perties. So, in a way, the properties
acquired by the Corporation have
proved somewhat a burden on the
Corporation. In section 4 they have
provided a certain procedure for the
disposal of the properties acquired by
the Corporation. Under the present
Act, we can zell the property that is
acquired. But, we cannot lease it out
to somebody. At least the legal posi-
tion is not clear. That also may prove
to be a handicap for the Corporations.
In certain cases, it would be more con-
venient for the Corporation to give
certain properties on lease instead of
putting up these properties for out-
right sale. In clause 19 we have pro-
vided that the properties of the Cor-
poration may also be leased.

There is another provision in the
Act that any shares and stocks held
by the Corporation will have to be
disposed of within 7 years. The Shroff
Committee, that is, the Committee set
up by the Reserve Bank to enquire
into the capital of private enterprises
has recommended that this clause
should be amended to that the Cor-
poration may hold shares and stocks
for more than 7 years. In clause 16
we have provided that with the pre-
vious sanction of the Central Govern.
ment, the Corporation can hold stocks
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and shares and certain other indus-

trial concerns for more than 7 years.

Another provision is regarding the
transference of the management of the
industrial concern to the Corporation.
As to how this is to be transferred,
the legal position under the present
Act Is not quite clear. An industrial
concern may have taken certain loans
and may have been defaulting.
Against such a defaulting concern,
there is no provision as to how an
order under section 3.transferring the
management of the industrial concern
to the Corporation shall be carried into
effect. The mere obtaining of such an
order from the Court may not be use-
ful and may not serve the required
purpose. It s, therefore, proposed to
include a provision in section 10(A)
of the Act that an order passed by
the court under this section for trans-
ferring the management of the indus-
trial concern to the Corporation shall
be executed as far as possible in the
same manner as if it were a decree
for the possession of immovable pro-
perty passed under the Code of Civil
Procedure, 1908, and as if the Cor-
poration were the decree-holder,

There is another clauze. The Cor-
poration is entitled to make certain
regulations, but these regulations have
to be made with the previous consul-
tation of the Reserve Bank and with
the consent of the Central Govern-
ment, but the staff regulations—which
the Government feel are a very im-
portant set of regulations— are not
done under section 43 which provides
for consultation with the Reserve Bank
and the consent of the Central Gov-
ernment. So, in this Bill we are pro-
viding that the staff regulation: also
are to be made under section 43, that
is, with the previous consultation of
the Reserve Bank and the consent of
the Central Government,

Ag I stated yesterday, the Govern-
ment have practically implemented all
the recommendations of the Enquiry
Committee. I have stated that only
four recommendations have not been
fully implemented. As  regards
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Recommendation No. 22 also, only a
part has been implemented. Recom-
mendations Nos. 28 and 32 have been
shown as not having been implement-
ed, but I think we have implemented
at least Recommendation No. 28. The
Report says that a directive should be
issued by the Government that for the
next three years loans In excess of
Rs. 50 lakhs to a concern should be
sanctioned only with the approval of
the Central Government at Ministerial
level. The Government's Resolution on
this matter makes the position of the
Government vis.q-vis the Corporation
quite clear. It should be the responsi-
bility ot the Corporation as to what
party should be grantedq what amount
of loan. The Government should not
divest the Corporation of ity real res-
ponsibility and should not intervene
to dilute its responsibility in these
matters, but yet we have sent a direc.
tive to the Corporation that In case
of loans In excess of Rs. 50 lakhs to
any parties, such applications should
be referred to the Central Govern.
ment. The Central Government may
at any stage, If necessary, on examl.
nation of such proposals, intervene,
but {t should generally be the res-
ponsibility of the Corporation whether
any amount exceeding Rs. 50 lakhs
should be granted to a party or not.
According to our directive, the Central
Government has to be Informed of any
such proposal so that the Central
Government may have the option to
intervene.

As far Recommendation No. 32, viz.,
" ‘Processing of gooda' for the purpose
of definition of ‘Industrial concerns’
should include the manufacture of
tea from tealeave:; rubber from latex,
dairy products and canning of fruits
and vegetables”, this is just a pro.
cedural matter and ag yet I do not
think there has been any dificulty for
the Corporation, and I think under the
present Act also the Corporation has
got sufficlent scope to Include if not
all, at least some of these
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So, 1 can claim that all the recom-
mendations of the enquiry committee
bhave more or less been implcmented
by the Government, and I hope the
House will now be happy that the
demand. made on the floor of the
House in November, 1952, have more
or less been accepted by Government
by setting up an enquiry committee
and subsequently by implementing
the recommendation« of that enquiry
committee.

I hope now the House will be agree-
able to pass the Bill as presented.

Mr, Deputy-Speaker: Motion moved:

“That the Bill further to amend
the Industrial Finance Corpora-
tlon Act, 1948, and the State
Financial Corporations Act, 1951,
be taken into consideration.”

The time-limit is 20 minutes except

In exceptional cases where it will be
extended by ten minutes.

Shri Asoka Mehta (Bhandara): The
Industrial Finance Corporation Act of
1948 has been amended from time to
time in the intervening years. We are
today considering the latest amend-
ment that is being introduced to that
Act. These amendments have tried to
extend the area of operation of the
Act, the powers of the Corporation.
the composition of the Corporation,
and, lastly, the functioning of the
Corporation.

The area of the operation of the Act
has steadily been extended and I am
happy to find that the last part of
Indla., the State of Jammu and
Kashmir vhich was excluded from the
purview of this Corporation’s activi-
ties, is now sought to be included. The
Corporation, therefors, will be able-
now to function over the entire terri-
tories of the Indian Union.

As far as the powers of the Corpo-
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facilities to the shipping industry.
Now, it.is being given the right to
borrow money from the Central Gov-
ernmerit. It has also been given the
power to buy shares and debentures
and keep them with the.permission of
the Central Government for a period
longer than seven years. The right of
leasing an undertaking has also been
given and as has been pointed out
by the Mover, the definition of indus-
try is sought to be suitably modified.

As far as the composition is con-
cerned, there were changes in the past
also. Instead of there being three
directors nominated by the Govern-
ment, an amendment to the Act has
raised the number to four. Now, a
major change is sought to be made,
that the Managing Director and
Deputy Managing Director should no
longer be there. Instead, there will be
a full-time Chairman. These are im-
portant matters and they deserve our
consideration. 1 would, however, like
to confine my observationg to the last
aspect, that is, about the functioning
of the Corporation.

The Corpeoration is called upon to
undertake responsibilities of a very
difficult character., There is no gain-
saying the fact that the world over
it has not been very easy for indus-
trial banking to develop. Experience
in this direction is not as wide as we
have of commercial banks, for inst-
ance. And it is, therefore, necessary
to review from time to time the work-
ing of the Corporation, and while we
consider these amendments we should
bring into focus the function of the
Corporation also.

The Corporation undoubtedly has
made considerable progress. Over
Rs. 20 crores have been loaned out
and I believe 108 undertakings are
today receiving financial assistance
from the Corporation. But I find that
the attitude that the Government has
taken up, as is pointed out in the
Government’s Resolution published in
the Sixth Annual Report of the Cor-
poration, is far from satisfactory. The
Government contend:
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“The right to be vested in the
Corporation would presumably be
to acquire equity capital at par
and by fresh is:;ue when it desires
to convert its loan into equity
capital. The Corporation would
obviously seek to do this when
shares of the borrowing concerns
are quoting at a premium and
this would obviously be unfair to
the shareholders of the concern.
Government does not consider it
advisable to vesy such authority
in the Corporation which would
have the result of deterring would
be borrowers."

The Government i; averse to the
Corporation later on converting its
lcan into equity capital. I have tried
to study the working of similar cor-
porations in other countries of the
world, and I find that even in a
country like the UK., the Finance
Corporation for Industry is not only
empowered, but encouraged to do it
I find in an authoritative contribution
on the subject in this book that.

“The Finance Corporation for
Industry while nursing enter-
prises for a small return holds
a stake in future profits by rights
of conversion of advances into
preference shares or equities.”

In Italy, as probably the hon.
Mover is well aware, there is a corpo-
ration on the lines of the Industrial
Finance Corporation, but which has
been shouldering far greater responsi-
bilities. That organisation Is known
as the Istituto Riconstruzione Indus-
triale and it has the power to “issue,
and it often issues debentures of the
participating type, that is, bearing
interest at a rising rate proportionate
to the dividends which the companies
concerned were paying on the share
capital, as also mixed debentures con-
vertible in whole or in part into shares
of the respective companies. Thers
are debentures, but they are of a
participating or of a mixed character,
and in either case when the industries
or the industrial undertakings that
are sought to be built up with the
fostering care and financial assistance
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of the Industrial Finance Corporatiou
get built up, Finance Corporation
should have a share in the prosperily
that it has brought to the concerns.

I am sorry to find that while a
slight change has been made, namely,
that shares or stocks or debentures
can be extended beyond a period of
seven years if neceisary with the per-
mission of the Central Government,
the basic approach remains the same,
the basic approach being that the
Industrial Finance Corporation should
not as far as possible—and the general
intention Is that it should not do it—
get mixed up with the buying of
shares and participating In equity
eapital, or go In for participating and
mixed debentures. 1 find that the
Sucheta Kripalani Committee. ...

Mr, Deputy-Speaker: Under the
Imperial Bank Act or the State Bank
Act, is therg not a provision that
beyond a period of seven years It
ought not to be there?

Shri Asoka Mehta: I am only dis-
cussing this particular corporation.
That bank is a different matter. This
corporation is meant to bulld up in-
dustries, and as the Act s being
amended now, we shall be gliving
financial assistance even to industries
that are just starting their work; those
industries will get built up properly
with our help and our assistance in
the course of the next ten or fifteen
years, and while all the profits and
all the advantages will go to the
shareholders, we shall get only our
interest, #nd of course, we shall get
back the loan that we have given.
But I feel that we should have an
opportunity of participating in the
growth and prosperity of the under-
takings concerned If the Corporation
so desires:

Secondly, the Second Annual Report
of the Corporation had pointed out
that the technical and financial aspects
of industrial expansion in India leaves
very much to be desired. With your
permission, 1 shall quote very briefly
from that report:
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“It is desirable that technical
advice from competent consul-
tant; should be obtained before
the scheme is embarked upon, as
such a scrutiny in the initial
stages of the project will bring
about economies in costs and
ensure that the factory works as
a carefully integrated unit.”

Then the Board goes on to point
vul;

“There are a number of aspects
to be taken into consideration,
viz. total outlay, its break-up,
plan of production, lay-out, suit-
ability of machinery, technical
personnel and the rest of it."”

These are very important matters
which need to be considered. Unfortu-
nately no attention is being given to
the very important suggestion made
by the Sucheta Kripalani Committes.
The suggestion was the need for
pooled eflorts een the Industrial
Finance Corporation and the other
sister organisations. Now, of course,
the Industria! Development Corpora-
tion is being set up, and various other
corporations of that kind are working,
besides the Reserve Bank, the State
Bank of India and so on, and above
all, the Government of India. There
should be a pool of technical person-
nel and the entire planning of these
new industrial expansiong should be
carefully gone into by this pool of
technical and informed personnel. At
present, the Industrial Finance Corpo-
ration has not the requisite personnel,
and even if it tried to have it, per-
haps the cost would be too heavy.
What is needed Is some kind of pool-
Ing oh these lines.

I find that :n Mexico a similar body
exists. There is an organisation called
the Nacional Financiers. On page, 389
of Banking Systems the working of
that crganisation has been explained.
I find in that book:

“It an industry considered
essential to' the program has not
yet been established, the Nacional
Financiera will first attempt to
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interest private capital in the pro-
ject and aid in its developmen?
with technical advice on engineer-
ing and financial problems, and
with recommendations to the
Treasury for tax exemption or
tariff protection.... In any case,
elaborate technical studies precede
any action, and the research
department prepares detailed re-
ports as to location, markets,
transportation facilities, compara-
tive costs, angd processes. It works
closely with the department of
Industrial studies of the Bank of
Mexico in order to prevent dupli-
cation of effort and ensure uni-
formity of policy.”

In our country, on the other hand,
the entire burden is thrown upon the
incipient - industrial undertakings.
Many of them have not the requisite
competence. Many of them perhaps
are naturally anxious not to think of
all the difficulties and hardships that
are going to lie ahead. If the large
investments that we are going to
maka In these undertakings are to be
saved, and more than that, if indus-
trial expansion in India is to be
according to an ordered plan that we
have before us, then technical assist-
ance and other kinds of assistance
that I have suggested should be pro-
vided—may be at a reasonable price—
by the Industrial Finance Corporation
together with other sister organisa-
tions.

In Italy, I find that the Istituto per
la Ricostruzione [ndustriale is called
the centre where economic policies
are thrashed out. Further, the Istituto
per la Ricostruzione Industriale has
also been described as acting as a
banker as well as a partner.

The Industrial Finance Corporation
should not be conceived merely as an
organisation which will provide
medium and long-term credit. It has
got, of course within its limited sphere,
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always to play a fostering and nurtur.
ing role. That fostering and nurturing
role will never be played unless tech-
nical and the research organisations
are properly built up. Far-reaching
recommendations in this connection
were made by the Committee over
which my hon. friend Shrimati Sucheta
Kripalani presided. But I find that
sufficient attention has not been given
to those suggestions.

It is again surprising that the re-
ports that are being published by the
corporation have become increasingly
sketchy. The first three reports gave
us some kind of information, not
about the working of the corporation,
but about the different industrial
sectors in the country. From the fourth
report onwards, they have become
very sketchy. Government gave a
directive on 3rd April 1954, and that
directive was very clear, that the
annual reports of the corporation
should be as informative as possible
and should contain general reviews of
development of industries, particularly
in the flelds in which the corporation
has advanced loans.

I looked up with great interest the
sixth report that was published on
Sth August 1954, that is, almost four
mooths after the Government direc-
tive had been given. But that report
is almost as bald as the previous
report. Unfortunately, the seventh
report is not yet before us. Unless the
reports give us—they may not be able
to tell us full details about the work-
ing of every single undertaking in
which it is interested—an overall
picture of different sectors of indus-
tries, it is impossible for us to Tfad
out what is likely to happen to the
large amounts that have been invested;
and investors also will not know in
which direction they should turm to
discover channels of fruitful invest-
ments,
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m‘norlﬂm are truly informative and
not sketchy as they are at present.

There is a Government directive
that the minimum margin should be
of 50 per cent. generally, and only in
rare cases should the margin be per-
mitted to fall under 50 per cent. When
we look at the total loans that have

The paid-up capital of these com-
panies is Ras, 37,64,44,000. You will
find that the overall margin is less
than 50 per cent. But when we look
the break-up figures, we find that
situation Is even more disturbing.

that as far as the ceramics
industries are concerned, the
has given loans to 8 units
ratio of loang given to sub-
capital is 105 to 100. In the
there
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want that tha Corpo-

ration should be permitted to flout a
such an Important

Mr. Deputy-Speaker: Does It depend
only on the paid-up or subscribed
capital and not on the assets of the
company?

Shri Asoka Mehta: The argument
'wsually put forward s that the loans
that the Corporation makes would add
to the assets of the company. That
becomes a very involved kind of argu.-
ment. But by and large, the directive,
if T have understood It correctly, says
that a margin of 50 per cent, should
be maintained. Of course, it may be
that in one or two rare cases it can-
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not be done, but here we find that
four industries and in the case of
16 concerns they have allowed the
margin to vary. That was the charge
that the Sucheta Kripalani Com-
mittee had made, that the margin had
gone as low as 17 per cent. The Board
in their reply have categorically
stated that they have looked up all
the papers and nowhere has the
margin fallen as low as 17 per cent.
I find from whatever little informa-
tion is available to u: that the margin
has fallen not just to 17 to I8 per
cent, but in some cases it is even
minus 5 and minus 2. That is the
reason why I brought .this question.
We find that the Comunittee had raised

it and the reply that has been given

is very unsatisfactory.
Mr., Deputy-Speaker: Hag the hon.

Member any figures worked out in,

relation to the aisets, the propeortion?

Shri Asoka Mehta: Those figures
are not given to us in the report, and
it would not be easy to gather them
otherwise.

The next point i{s about the aggre-
gate amount of the loans. In the Sirth
Annual Report it is stated:

“The aggrezate amount of the
loans applied for this year (1953-
54) was the highest after the first
year. The total number of appli-
cations received was, however,
lowest.”

Which means, as [ shall show you
in a minute, that bigger and bigger
loans are being given and fewer and
fewer industrial units are benefiting
from them. There Is an accent on big-
ness, one might say. And not only is
there this accent on bigness, but as
far as the Sirth Annual Report I.t
concerned, it points out that only one”
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assisted. New undertakings are those
that bave come up after the achieve-
ment of freedom and old undertakings
are thcse that were established before
1947. In the Fifth Report, we find
that 4¢ new undertakings were
helped o the extent of Rs. 7,80,70,000
and 45 old establishments were helped
to the extent of Rs. 7,66,00,000. A
certain amount of balance was main-
tained, but in the Sixth Report we
find that the new undertakings; helped
are 52 and the old undertakings are
56, The new undertakings have
received Rs. 9,70,00,000 and the
old undertakings have received
Rs. 11,03,75,000. I am happy to find
that the Act is sought to be amended
in order to help new undertakings,
and whatever defect there was exist-
ing on that point will now be
remedied finally and conclusively.
But effort should undoubtedly be
made to see that the balance between
new and old undertakings is properly
maintained. ] find from the Sirth
Report that that balance is not being
kept up. Recently, as you know, the
ceiling of permissible loan was raised
from Rs. 50 lakhs to rupees one crore.
It is possible for the Corporation now
to give a loan of rupees one crore
to any concern. The result has been
that out of Rs. 20 crores Lhat have
been loaned, loans of Rs. 40 lakhs and
over account for Rs. 8 crores, which
meang that about 40 per cent. of the
money has been given in large loans.
Rs, 50 lakhs was the ceiling of permis-
sible loan when the Act was first
enacted. Later on, larger loans have
been permitted. But I feel that the
accent should not be on bigness, but
on smaller units. I know there are
State Finance Corporations for helping
small industries. But there is such a
thing as medium units which should
develop, because in India we are
interested in building up a particular
pattern of economic development and
this accent on bigness does not fit in
with it.

In post-war Japan, a remarkable
experiment was made. That experi-
ment was known as ‘deconcentration’.
We all know that there is concentra-

~
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tion of ownership; and this concentra-
tion of ownership is sought to be.
eliminated, to a certain extent, by»
what the Japanese have tried to do
through the eflort at deconcentration.
In Japan between 1945 and 1949, the
number of shares increased five-fold,
but the number of shareholders-
increased from 1§ million to four
million. Most of them werg individual
sharcholders. This was done through
a syslemalic policy pursued by the
Government and the banks concerned
and special efforts were made to
distribute share; among the com-
panies’ employees. I find that a differ-
ent attitude is being taken up here..
This is what the Board has to say:

“The fact that a large number
of applications were received from.
big companies is merely because
of the comparative smallness of’
the business world in India, on
account of which there Is much
more inter-connection within the
various businesses than is perhaps
the case elsewhere.”

It is true that there is a consider-
able amount of smallness in the busi-
ness world here, and that is all the
more reason why we should malke-
special efforts to see that the small-
ness {3 not permitted to be per-
petuated.

At another place, in the Centrall
Advisory Council of Industries, I had
pointed that we should be careful to-
see that industrial expansion Is
achieved through development in depth
and not in width. We do not want
this small circle of = businessmen tos
keep on growing and have their
stranglehold on our economic life. I
would, therefore, suggest to the Minis-
ter that he might consider the possi-
bility of implementing this. I am not
saying that the Bill should be amend-
ed for that because it is not neces-
sary to amend the Bill, but in the
directives that are given, perhaps con-
sideration should be given to the idea
of deconcentration and particular care-
should be taken to see that in the
new undertakings that come up and.
in the undertakings that are helped
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40 expand, those who are employed
*in those undertakings will be given
ample opportunities to own shares,

We find that in 1948-49,
Rs. 3,42,25000 were loaned, and in
1949-50, Rs. 3,77,00,000 were given.
I shall not tire you with all these
figures. But right down to 1953-5+.
the figures have mcre or less remained
the same. We have, on an average,
been loaning about Rs. 3 to Rs. 3}
crores every year, which means that
the tempo is not rising. In these seven
or eight years, there has been another
difMculty alio. As the varioug annual
reports have pointed, the money
market was very tight. But we are
now entering a period when the money
market s not so tight. But even then,
from the figures that are before us, I
find that no upward push has been
glven. We would expect the Corpora-
tion to provide that kind of upward
impulse. y

Mr. Deputy-Speaker: What Is the
:average time taken in granting a loan,
from the time of application? )

Shri Asoka Mehta: It varies from
.one to seven months All these things
have been discussed by the Committee
and also in the reports. It depends
upon the Information that is being
given by the company that wants to
‘borrow money. If full information s
provided and there are clear rights,
then of course much time is not taken.
But very often the necessary infor.
mation is not provided and because
the rights have to be hypothecated,
they are not properly cleared. There-
foré, when the Corporation's solicitors
go into it, they find that there are
defects which have got to be removed,
and that takes a considerable amouni
of time.

Another difficulty is this. Even
after loans are granted, it takes a
considerable time to disburse the
money. I am glad to find that at last
some kind of commitment charge is
to be levied—3/4 per cent. or 1 per
cent.—because while many of these
-companies borrow money, the money
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is not disbursed: they do nol with-
draw the money, because they are not
in a position to spend the moaey all
at a time. The result is that there is
a large amount of fund which the
Corporation has borrowed on which it
has to pay interest but which in its
turn is not being taken up and made
use of by the borrowing companies.
In the first four or flve years, the
ratio of loans disbursed to loans sanc-
tioned was 50:100. In 1952.53, it was
686:100. In 1953-54, it was 60:100. You,
Sir, raised a very pertinent question
as to how much time is taken for a
loan to be sanctioned. Equally impor-
tant ig the question of disbursement
of the loans granted. Otherwise, the
Corporation has to bear heavy interest
charges, which in the last analysis are
guaranteed by the Government and as
such we are interested in it This
commitment intersst—I do not know
and I am not competent to say as to
what should be the rate—but some
kind of commitment interest should
be there. I was glad to find In the
recent audit report that that idea has
been accepted.

As it is, the Act permits the Corpo-
ration to do three things. It can grant
loans floated in the public market. It
can underwrite the Issue of stock,
shares, bonds and debentures. It can
of course make loans and also sub-
scribe to debentures. The third thing
is being done and the first two are not
being done at all. The reason given is
that so far, the market conditions
have not Yeen very helpful. But I ‘eel
that as the market is becoming more
and more responsive, the Corporation
should make an effort to see whether
these other avenues should not be tried
out to faster industrial development,
which may mean that some burden Is
taken off from Government's resources.
It should be possible to help the Cor.
poration to tap the public market
either by floating loans with a
guarantee by the Corporation or hy
underwriting the issue of stock, shares,
bonds and debentures. I would like
Minister to tell us why that is not
being done.
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In the very first annual report. a
kind of policy announcement was
made by the Board. The Board said:

“In order to ensure that the
industrial concerng which have
been granted assistance by the
Corporation are properly managed,
the Corporation requires that the
loans should be guaranteed by the
Directors or partners of the
managing agency firm in their
personal capacity, the guarantee
being joint and several.”

This is a very wholesome principle,
but I find that this wholesome princi-
ple is not being adhered to, and when
the Mrs. Kripalani Committee pointed
out some of the defects, the reply that
has been given by the Board raises
the fear in my mind that perhaps the
wholesome  principle which was
enunciated in the first annual report
has been given up by the time the
seventh report is to come up.

Then, a very controversial question
has been raised and it is this: whether
the directors of the Corporation who
happen to be managing directors ar
directors, partners or shareholders ‘n
the managing agency of concerns
should agree to forego the right of
their concerns to seek loans and other
accommodations from the Corporation?
On that the "Sucheta Kripalani Com-
mittee said that those concerns should
not be eligible. I believe the Auditor-
General also is of the same opinion.
The Board says that it is not possible
and you cannot discriminate like that.
The Government also seem to be in
agreement with the Board. The argu-
ment put forward is that after all,
leading industrialists are bound to be

on the Board and you cannot exclude ,

and penalise their concerns. Today
that would be to lose the active parti-
cipation of eminent industrialists n
the work of the Corporation. I find
that, excepting for one individual, all
other directors have beey changing
from time to time. The banks have
also been electing new people, insur-
ance companies have also been elect-
ing different people; co-operative

(Amendment) Bill

banks have also been electing different
people. It should be a matter of privi

lege for any one to work on this
Board as a director for a year or two.
During that time, the concern: in
which he is directly interested as a
managing director, director, partner,
etc., should not receive assistance
from the Corporation. After all,
heavens will not fall it they do not
receive such assistance. It would on
the other hand create a salutary feel-
ing all round and it would also create
a considerable amount of confidence
all round, if the person who holds
direct interests in some concern; will
see that his concerns do not benefit.
After all, on the Boarg there will be
only two or three leading industria-
lists. There are scores of other leading
industrialists, and there are hundreds
of other concerns worthy to be
developed. If for a couple of years a
person continues to be on the Board;
and if his concerns are not being
given loans and other facilities by the
Corporation, why -should it be con- .
sidered as a serious hardship? There
is a common tendency to suspect such
loans and in order that the Corpora-

tion may be looked upon as Caesar’s
wife, free from all suspicions, I would
request the Government to reconsider
their attitude on this question.

Mr. Deputy-Speaker: I thought
there was a provision in the origina!
Act that in case one of the directors
wants to apply for a loan for concerns
in which he has some interest, then
the sanction of the Government is
required.

Shri Asoka Mehta: That is an im-
provement on the original situation. I
personally feel that even then, the

*Government gets involved. After all,

the Board also ccisists of distin.
guished Indians and Government also
consists of distinguished citizens and
the criticisms directed against the
Board may be directed against the
Government also. I have no desire to
go into all that now and I do not want
to make any charges against anyone,
but I do think that we should set up
some convention so that it would makg
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it impossible for anyone to harbour
even this kind of suspicion for the
first 20 or 30 years. Let us try to
create conditions in India where sus-
picions are rooted out {rom the minds
of the people to the extent that is
possible for us to do.

J am happy that the chairman i: to
be appointed instead of the managing
director, but the chairman must be a
person, as already pointed out by the
Committee, with great experience, and
I would also like to add that he should
be a person with a right approach.
This Corporation has to function with-
in the framework of the wide policy
that we are adopting, social and
economic. You will be surprised to
find that in the second annual report
of the Board, the following statement
is made:

“The deterioration in the econo-
mic position of the middle classes
+ and the cessation of the flow of
investible funds from sources
such ag the zamindars and the
princes on account of the recent
political changes has seriouy impli-
cations for future development
programme. It is lkely to affect
the tempo of our economic and
industrial progress.”

Mr. Deputy-Speaker: Do they want
the restoration of the Maharajas?

Shri Asoka Mehta: This is what the
report has sald, while this House and
the country want to move towards
socialism. Thig House has decided that
the economy of this country should
be organised on socialistic lines and
if the Chairman to be appointed—he
may be a very able person as far as
his financial knowledge is concerned—
has a general outlook of this kind,
what would be the result? I am sure
that now that thg Prime Minister has
started advocating or at least eulogis-
ing the workers' participation that he
saw In Yugoslavia, there is the possi.
bility of our embarking in that direc.
tion. I find that the Labour Minister
in a note he sent to the members of

“(Amendment) Bill + -

the labour panel of the Planning Com-
mission has advocated that there
should be workers' participation in

the management of the industry.
There should at least be two directors,
at the minimum, and at the maximum
25 per cent. of the directors should
be elected by employees. That is

suggestion made by the Labour Minis-
try for the consideration of the labour
panel set up by the Planning Com.-
mission of which I happen to be a

member. Suppesing this iz accepted as

a national policy, the Chairman will

not be able to understand what it
means—the implications and compli-

cationg that will, arise when labour
participation is deemed to be a part
and parcel of the mnational policy.
Therefore, while appointment of
Chairman is to be welcomed, care.
should be taken to see that the Chair-

man is a person who is In sympathy
with the wider social and economic
policies that are being evolved in the
country.

1 pM

The last point I would like to make
is this. What is being done to achieve
co-ordination between the Central and
the State Corporations. This question
was posed by the Central Corporation
itself. It is very anxious that a uni-
form policy should be pursued In
regard to the filnancing of industries
both at the Centre and the States. It
is not clear to me from the Bill or
the speech that the Minister made as
to how this co-ordination is being
worked out and how far the cc-ordi-
nation is successful. I would also
request the Minister—as he has got
here a Bill which seeks to amend both

lished by the Industrial Finance
Corporation some indication is given
to us of what is the co-ordination that
is being achieved so that we may be
able not y to assess the work of
the Corporation by itself but the work

" of the Corporation as the central sun

around which the satellite State Cor-
porations are to revolve.
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Mr. Deputy-Speaker: Is there any
provision in the original Act or in the
amending Bill?

Shri Asoka Mehta; There is a pro-
vision that one representative of the
Central Corporation will be an ex-
officioc member of each of the State
Corporation and usually the branch
manager; have been appointed—so
far that is the case—as the represen-
tative on the State Corpordtion. It is
not a question of amending Bill. I
want to discuss the functioning as I
find there are a number of things in
its functioning which require to be
looked into seriously and I would wel
come some kind of clarification from
the Minister when he replies to the
discussion.

Shri V. B. Gandhi (Bombay City—
North): I am :ure this House will give
its wholehearted support to this excel-
lent measure which seeks to amend
the Industrial Finance Corporation
Act of 1948. This Bill marks a dis-
tinct advance in many directions and
is bound to make for improvement in
the constitution and functioning of the
Corporation. It is stated in the State-
ment of Objects and Reasons that
many of the provisions in this Bill
are based on the recommendations of
the Industrial Finance Corporation
Enquiry Committee. As you are
aware, I happened to be a member of
that committee. However, I am not
going to rake up the dying embers of
some of the controversies that gave
birth to that enquiry committee. I
shall be content to conflne my atten-
tion and my remarks to the improve-
ments that we are going to have as a
result of the passing of this Bill which
is now before the House,

One of the things that very promi-
nently came to the notice of that com-
mittee was that the management and
its functions as they were provided
in the original Act of the Industrial
Finance Corporation were ineflective
in some respects. It seemed to the
committee that this was a very serious
shortcoming. In the original Act, of
course, we find that the power of
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management was vested—as it should
be—in the board of directors. But,
there was also this provision. It said
that this power was vested in the
board which was to function—I am
quoting now-—‘with the assistance of
an executive committee and the
managing director’. .

So, this vesting of the power of
management in the board of direc-
tors—I am quoting—was to be “with
the assistance of an executive com-
mittee and the managing director”.
This provision gave some sort of an
impression to the board of directors
that they could legitimately share
their powers with the executive com-
mittee and the managing director.
This impression, rightly or wrongly,
led to a position where the board of
directors tended gradually to give up
many of its powers in favour of the
Executive Committee and in fact—if
I were to use a very strong word—
tended to abdicate its own powers and
relied to a very large extefit on the
executive committee and the manag-
ing director. That was a serious short-
coming that came to our notice and
I see that thi; Bill now tries to face
this problem squarely. I see that this
Bill tries to put some more reinforce-
ment in the position of the hoard of
directors and has deleted the words
from section 8 “with the assistance of
an executive committee and a manag-
ing director”. I hope that with the
deletion of these words, that impres-
sion will disappear and the board will
realize that principally it is they who
are responsible for the management of
the affairs of the Corporation.

T see that in the Bill before us, the
Chairman is alsa in very clear words
made aware of his responsibilities
individually as a chairman. We find
here a provision under which In»
emergencies and in the absence of the
board meeting or in the absence of
the Central Committee meeting, he has
to assume full power; and act In the
interest of the Corparation.* These
are all things in the right direction
and are very welcome. ’
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There are also other very desirable
“Amprovements that this Bill is going
First I shall refer to clause 3
seeks to amend section 2(c) and
to modify the definition of ‘in-
al concern’. The Minister in
of this Bill has very fully
alned the significance and the. pur-
behind this modification of the
tion. With this new definition it
will be possible for the Corporation
to utilisg its funds In giving locans to
concerns which otherwise under the
oid definition would have been pre-
vented from applying or would have
been ineligible for such loans. The
necessity for this has been felt for a
long time and I am glad that it is
being done here and that the same
definition is also being transferred to
the State Finance Corporation Acts.

L

Then, about the old executive com-
mittee which has been ‘the target of
eriticisms and in some respects rightly
so. It was very peculiarly constituted
executive committee, It was a com-
mittee In which the chairman of the
voard of directors became a member
of a committee of which the managing
director became the chairman, and...

An Hon, Member: And the chair-
man of the board a member.

Shrl V. B. Gandhi: ... .and as [ find,
even in this new Bill the constitution
of the central committee has been
retained almost in identical words
except with this change that the
managing director goes out and that
the chairman of the board comes in
a8 the chairman of the central com-
mittee. Now, I for one, of course, can.
aot see how and in what way a chai. je
can be made In the constitution of the
central commitiee. I only hope that it
{s wise to retain the committee under
{ts new name—of course, as the
central committee ag it is—and let us
nope that with the chairman of the
board as the new chairman of
central committee and with the po

Financigl Corporations 8590
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which the old executive committee
wasg responsible will pass away.

‘If'nen, another feature of this new
Bill which deserves our attention is
the new sub-section (4) of section 21
whnich empowers the Corporation to
borrow money from the Central Gov-
ernment on such terms and conditions
s may be agreed upon. This; will
prove very helpful to the Corporation.
We need not be alarmed at the idea
that perhaps this would extend the
powers of borrowing of the Corpora-
tion because it i{s provided that the
total of the borrowing of all forms
ancluding the Corporation’s own bonds
will not exceed five times the share
capital and the reserve fund of the
Corporation. Therefore, the ceiling on
the borrowing powers remaing the
same. What has been provided here is
a certain amount of an element of
elasticity. There may be occasions
when the Corporation may be in need
of funds and the Corporation may not
at the time possess the requisite kind
of security with which alone jt can
borrow from the Reserve Bank or it
can borrow from other sources avail-
able to it. In a pinch, therefore, this
provision enables the Corporation to
Ro to the Government and borrow on
such terms as the Government may
agree for the purpose. This is a very
desirable element of elasticity in the
borrowing power; of the Corporation.

I am also glad and a reference to
it has been made by the Minister in
charge of the Bill, Shri A. C, Guha,
about the removal of the limitation
of the seven year period. That limita-
tion really was going to act as a
kind of embarrassing provision—
this limitation of seven years—
to the Corporation under certain
circumstances. It is, therefore, the
path of wisdom to foresee these diffi-
culties and to provide for them.

Finally, I will just say a word about
something which Shri Asoka Mehta
said. It seems he favoured the idea of
this Corporation having the power to
take up equity shares in fulfilment of
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the payment for loans. Then he said

something about some Italian Corpora-
tions taking a participating interest in
the industries or eﬁterpﬂses they
helped ‘with loans. Here, the first ques-
tion we should like to know s,
whether this Italian corperaticn to
which Shri Asoka Mehta referred is
a government guaranieed corporation
of the kind our Industrial Finance
Corporation is; because this is a very
important point. If it is a private
ninanced corporation—and we kuow of
German private banking firms in the
olden days which also freely partici-
pated in any kind of industry—then
these are entirely different models of
financial institutions, very different
from the one we have here before us.

The object of this Industrial Finance
Corporation is to make investments,
which otherwise would be wvery con-
servatively hela investments, such as
these held by insurance companies, by
commercial banks, by investment
trusts, and by co-operative banks,
available for financing industries.
These investments ordinarily would
not come forward to help the needs
and requirements of finance for indus-
frial development. These commercial
banks insurance companies, invest-
ment trusts and co-operative banks,
are all debarred in fact under their
respective laws from investing their
fundg for the purpose of financing
industrial developments of this kind.
Now, . while creating an Industrial
Finance Corporation of the model that
we have under this Act, what we have
done is that we have enabled tHese
investments to come forward anJ we
bhave made it possible to use them for
the purpose of financing industrial
development. Now, that could only be
done by providing government
guarantee for all these investments
This is the one object with which this
Industrial Finance Corporation was
created and I do not know if it is fair
to compare what we are doing with
things which ara being done in Italy
or Germany or In other countries
under different conditions and different
provisions.

(Amendment) Bill
Dr. Jaisoorya (Medak): In about

November and December 1952 there
was a lot of discussion in this House
and a lot of dissatisfaction expressed
as to the working of the Industrial
Finance Corporation. After that there
was this committee which conducted
an enquiry and submitted an excellent
report which makeg very dismal read-
ing because it shows that the Finance
Corporation was run on lines on which
ng Finance Corporation can be run for
very long. I am glad that here we have
got a new constitution of the central
committee and the executive com-
mittee. Now, we have got a chairman:
instead of the managing directdr. Pre-
viously there was a peculiar paradox
that the chairman of the board of -
directors became only an elected mem-
ber in the executive committee, and
the managing director becomes the
Chairman of the executive committee.
This is a peculiar situation. Now, thers
is another thing which I am not able
to understand. Will the hon. Ministez
kindly explain it? The Bill says:

“There shall be established a
Central Committee which shall.
consist of,—

(a) a Chairman,

(b) two Directors elected by the-
nominated Directors, and

(c) two Directors elected by the
elected Directors.”

How many electeq Directors aru
actually there?

Mr. Deputy-Speaker: It is in the
original Act. E

Dr. Jaisoorya: It is here, at page 3.
clause 13, of the Bill

Shrli A. C. Guha: I can only say
that the Government hold only 40 per-
cent. of the shares including Reserve
Bank shares, and 60 per cent, of the
shares are held by the private sectar.
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Dr. Jalsoorya: The clause says:

 “There shall be established a
‘Central Committee which shall
.eonsist of,—

{(a) a Chairman,

(b) two Directors elected by the
nominated Directors, and

(¢) two Directors elected by the
elected Directors.”

Therefore, how many elected Direc-
stors_are there?

Mr, Deputy-Speaker: You muet refer
“to section 10 of the original Act.

Shri A, C. Guha: Under the original
Act, there are to be four directors
nominated by the Central Government.
Two of them will be nominated by the
Central Board of the Reserve Bank,
two of them elected in the prescribed
manner by the scheduled banks by
shareholders of the Corporation, two
«of them in the prescribed
manner by the shareholders of the
Corporation other than the Central
-Government and the Reserve Bank and
the scheduled banks and the co-
operative banks, two directors elected
in the prescribed manner by the co-
-operative banks. So, there will be six.

Dr. Jalsoorya: That Is all right. But
here it says differently.

Mr. Deputy-Speaker: In all amend.
ing Bills, hon, Members will do well
to have the original Act by the side.

Dr. Jaisoorya: The reason why there
was so much trouble in the previous
“Corporation is known from the enquiry
committee’s report., The report says
that the Government did not give pro-
*per direc!ive or exercise sufficient con-
‘trol from time to time. On page 22,
At says:

“Government have not Ilssued
.any directive as to how the Corpo-
ration's funds should be disposed
‘of and Government should deter.
'‘mine the sector of industry which
sshould ‘receive loans from the
Corporation. .. ."

{Amandment) Bill i
And adc..

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

The Committee has found that only
in one or two cases the Government
has exerted itself, as for instance,
through its letter No. 134/Adl.S/48,
dated 21st August, 1948. So, it is im-
portant that when large amounts of
public money are being entrusted to
various corporations, therg should be
adequate check on the part of the
Government through its finance depart-
ment and other departments not only
to see how things are done from time
to time, but they must know the situa-
tiom as it actually stands. For instance,
the Corporation had already the power
to have ad hoc-cum advisory bodles or

- committees, The surprising thing was

that throughout they had formed only
two committees. These are things that
must be remedied. It Is not what you
put here into the constitution leaving
full powers to the Chairman: you have
to lay down a large amount of con.
stant control; and not only control
but observation by the Gvernment to
see as to how things are progressing
I have been noticing one thing in
various departments, and I am sorry
to tell you this: for instance, a large
amount of money is being earmarked
for our Five Year Plan. I will give
you only one example as to how things
are moving because the Government
exercising adequate control
Only about two weeks ago, the plan.
ning committee in a particular State
met. It was a very beautiful distribu.

money. True. But what provisions

plans have you made to build up a
technical personnel”? They had al
forgotten about it. This is due to lack
of experience. We must not only have
a knowledge of how



8505 Industrial and State 27 JULY 1955  Financial Corporations 8596

a position to know from time to time
how things are being done. It is no
good leaving it entirely to their owm
resourceés, The reason why it failed
last time is given adequately here at
page 9 of the report. The report says:
“Loan applications, on receipt,
are scrutinised by the Corporation
to see whether the applicant is
eligible and has given full and
correct information. Technical
appraisement of the project is
done generally in consultation with
the appropriate Ministry of the
Government of India and some-
times outside experts are engag-
ed”.
But what is happening?

“The Committee enly sanctions
in principle the grant of a loan
but leaves the detailed termg and
conditions to be negotiated by the
Managing Director.”

You have seen the results of that.
There have been so many irregulari-
ties. It is surprising to see, when we
go into the findings, that there has
becen carelessness all round. I want to
know how we are going to avoid this
in tuture.

Mr. Deputy-Speaker: Even now,
uncer this Act, the Central Committee
may authorise or the Board may
aurhorise the Chairman to do all or
any of the functions of the Board.

Shrimati Sacheta Kripalani (New
Dcihi): He should report back %o the
committee, which was not the case
under the previous Act.

vr. Jaisoorya: The managing direc-
tor did everything on his accord.

Shri A. C. Gaha: Under the previous
Act, the managing director and the
executive committee had some statu-
tory power which the present amend-
ing Bill is removing.

Dr. Jaisoorya: I am glad to hear of
it, because we have here, in the report,
a "Third Term of Reference™. It
appears at page 32. The Government
have laid down quite clear and specific
instructions as to how things should
be done. Here, the report s=s:

170 LSD.—2.

(Amendment) Bill

“From an examination of the
various loan transactions it has
been our impression that although
ten criteria have been clearly laid
down, sufficient regard has not
been paid to them in all cases”.

These are, points that we have to
think out. What are the specific
guarantees? The committee must meet
regularly, say, once a month. But if
You are going to have a meeting only
once a quarter, then, what happens is
that the various loan applications are
held up. g

The report says:

“....we find that out of the
total of 103 loans sanctioned by
the Corporation 14 were sanctioned
within one month from the date
of receipt of the application. 18
within two months and 22 within
three months, while it took the
Corporation four months to sane-
tion loans in respect of 12 appli-
cations, 5§ months in respect of
another six applications and six
months or more in respect of the
remaining 31 applications.”

Secondly, which is still worse, having"
sanctioned the loans, by the time the
amount gets into the hands of the
person concerned—during that pro-
cess—anything from six months to one
year may elapse. These are questions
where we have got to think how to
avoid the ‘delays. We have got to lay
down rules. In other words, I am ask-
ing the Government to take up more
powers by way of direction and super-
vision. Take, for instance, audit. The
report says that the audit has been
very defective. It is not onlry audit,
but the Government auditor should be
there constantly, to do what we call
pre-audit. Pre-audit is a new term In
this area, but that ig a thing which
we have had in Hyderabad. I am given
to understand ' that last year the
Finance Minister had seen the value
of pre-audit. My point is only this:
you can give as much money as you
like, but I only want that there should
be proper safeguards. Not only should
there be proper assessment, but there
should be a proper technique of super-



la] Corporations 8
d5g7  Industrial gnd State 27 JULY 1953  Financla} e 8598

[Dr. Jaisoorya)
_vising how your money is being spent.
Unfortunately these safeguards are
not there today. You sanction money
and at the end of the year you get the
report; but still you do not know how
to supervise how the money is spent.

There is another point. We want
certain filnancial facilities. There has
been a protest that there Is an Increas-
ing tendency to give large loans to
well-established old concerns. Now the
necessity is for financing smaller
interests.

Mr, Deputy-Speaker: What happened
to the glass sheet industry?

Dr. Jaisoorya: You are referring to
the Sodepur Glass Works, that was a
disaster both frpm the point of view
of the owners and the Industrial

Mr. Deputy-Speaker: How much
money wag lost?

Dr. Jalsoorya: Rs. 50 lakhs or so.

Shri U, M. Trivedl (Chittor): The
loss was about Rs. 78 lakhs.

Shri A. C. Guha: No, no. I do not
like such an impression being created
here; but I am not in a position to
give any definite idea of the loss. The
whole thing ls under negotiation which
will be over shortly. Till then I do not
like any impression to be created In
this House, but the figure suggested
by the hon, Members surely is too
much on the high side.

Pandit Thakur Das Bhargava (Gur-
gaon): Will it be halt that amount?

Shrl U, M. Trivedl: It was calculated
as s0 many rupees, annas and ples
exactly In the month of March and It
came to about Rs, 99 lakhs and odd.
The hon., Minister may calculate It
again if he likes.

Shri A. C. Guba: The amount given
to the company may be Rs. 1 crore or
even more, but that does not mean
“that we have lost the entire amount;

we shall recover some considerable
amount. -

Sardar Hukam Singh (Kapuithala—
Bhatinda): It may be fifty-Afty.

Dr. Jaisoorya: The point that has
come out from this report is that there

irresponsibility on both sides.

Mr. Deputy-Speaker: You are on the
side of barrower!

Dr. Jaisoorya: I am on both sides.

There is another point. If you are
going to give the money, give it
quickly. In the case of the Sodepur
Glass Works, when the money was

, absolutely necessary, new orders went

out and the money was held up. It
was all a question of higgling and
haggling, sometimes for the sake of
Rs. 2 lakhs, the whole enterprise goes
to pleces. Or, If you give, you give
with such generosity that the money
is used not for developing the indus-
try, but to pay old debts. This is also
revealed from the report. These are
things which occurred as a result of
the extraordinary carelessness of the
former managing director. I feel like
passing a vote of censure on this point.
Large amounts of money are now
golng to be spent In this country
without responsibility—that 'is the
point I want to draw your attention
to—unless you have pre-audit. Ask the
Finance Department what pre-audit
:l:ulhq will probably tell you what
t

Shri N. B, Chowdhury (Ghatal):
Giving our general support to the Bill
that has been brought before us, we
feel that it is only a half-hearted and
inadequate measure which the Govern-
ment was forced to bring here because
of the trenchant criticism from al
sections of this House. It hag beem
stated in the Statement of Objects and
Reasons that the Bil is due to the
recommendations of the enquiry com-
mittee which they had set up as a
result of the discussions that took place
in this House In November, 1952. We
all know that the hon. sponsor of this
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severe critics of the working of the
Industrial Finance Corporation. At
that time he noticed so many objection-
able features in its working. It was
therefore expected that when he was
going to sponsor this Bill, he would
remove all these objectionable features.
But we find that in spite of certain
improvements that have been sought
10 be iade n th:s amending Bill, the
objectionable features have not all
been removed, neither has justice been
done to the recommendations of the
Inquiry Committee, although we feel
that the observations that are made
in this report are sometimes rather
hesitant and very mild. It has been
stated that the Government is going
to replace the Executive Committee by
the Central Committee and also they
propose to have a stipendiary chair-
man in place of the honorary chairman
who used to occupy that important
position previously.

Now, Sir, it will not do to have this
sort of changes only to improve
matters sufficiently. Other changes are
also very necessary. We do not know
why the Government have not thought
it necessary to accept the recommen-
dations Nos. 2 and 38. It has been
stated by the hon. Minister that they
have accepted these in principle: what
prevents them from making statutory
provision with regard to these recom-
mendations? According to recommen-
tion No. 38—

“Government should consider
whether applicants for loans from
the Corporation should not be re-
quired to produce Income-tax
clearance certificates and whether
applicants should not certify that
their names are not before the
Income-tax Enquiry Tribunal.”

We sald at the time of the discus-
sion of the State Bank Bill that tax-
evaders and persong who are in the
habit of avoiding paying taxes must
not be eligible for being directors. So,
why cannot you have an express pro-
vision in this Bill itself that petitions
of such persons should not be enter-

(Amendment) Bill
taineg by the Industrial Finance
Corporation? That is -the thing which
we do not understand.

With regard to recommendation
No. 2, I feel that loans should not be
given to a concern in which some
director of the Industrial Finance
Corporation has some interest. With
regard to this matter it has been statea
in this report at page 43 that—

“a Director who is interested In
any loan transaction should not
only abstain- from voting at the
meeting of the Executive Com-
mittee or Board, but should not
even be present at the meeting.”

The enquiry committee found that
one of the shareholders of a firm hap-
pened to be the director of the Indus-
trial Finance Corporation. Therefars.
they have mildly suggested that at
least they should be absent from the
meeting In which the loan petitions
of such firms are discussed; even that
has not been accepted.

Mr. Deputy-Speaker: Does their
physical presence make any
difference?

Shri N, B. Chowdhury: You know
very well how it influences the mind.
of the people who may be present
there. We see that everyday in the
local elections.

Mr. Deputy-Speaker: A story was
said that in a selection committee, a
son-in-law of one of the members
appeared for selection. This gentle-
man gently said, my son-in-law is a
candidate and go it is not right that
I should be here.

presence is not necessary.

Shri N, B. Chowdhury: That lends
support to my own contention.

should be prior sanction of the Gov-
ernment of India, we do not know
why the Government are not in a
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position to accept this. It has already
been made very clear how the
tendency Is gradually to give huge
loans to a very few big firms. It is a
scandalous matter that so far as the
functiong of this Industrial Finance
-Corporation are concerned, they have
been in the past mainly engaged in
allocating loans to a very narrow
clique of monopolist  capitalists.
Although in certain cases it has been
pointed out by this enquiry committee
that loans were given to smaller units
also, in the main it can be said that
the lion's share went to a few mono-
polists who happened to have influence
with the direetors and other persons
connected with the Industrial Fimance
Corporation. In our country at this
stage we find that there are ccrtain
Corporations. .....

Mr, Deputy-Speaker: Does the hon.
Member suggest a ceiling?

Shri N, B. Chowdhury: Yes. We do
suggest that for loans in excess of
Ra. 50 lakhs there should be the prior
sanction of the Government of India.

t la my point.

Pandit Thakur Das Bhargava: That
has been accepted practically, as just
_mow spoken to by the hon. Minister.

Shri N. B, Chowdhury: There is no
mention in the Bill itself. If they
make a statement and give a categori-
cal assurance, that would be all right,
‘Why not put it in the statute. itself?
It gains, further relevancy. We find
there i3 the Indian Credit and Invest-
ment CorPonuon That is meant for
the interlocking of big business here
and outside. The foreign monopolists
will come with their investment capi-
tal and they will combine with the
Indian monopolists to start some big
firm here, There is the Industrial
Flnance Corporation. It is also financ-
ing big business. As regards the State
Finance Corporations, it may be urged
that they are expected to finance the
smaller units. So far as we know, in
certain States where State Finance
Corporations have been formed, from
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(Amendment) Bill

the names, it appears that very big
monopolists have been made di~ectors.
We cannot expect that these people
will help the smaller units. We know
the case of the West Bengal State
Finance Corporation. One of the
persons at the helm of affairs is no less
than the famous Birla. The others
are also of the same stature. We are
concerned about the medium indus-
tries, and small industries. They are
proposing to set up some Corporation
or other institution for the develop-
ment of small-scale industries. What
about the medium industries? We
know that in our State in Howrah
there are so many medium-sized
engineering industries and they are in
a state of crisis. No loan has been
made ayailable to them so that they
oan get over this critical period.
There are other industries in other
parts of the country also. We know
in certain parts of Bombay people are
facing similar difficulties. We find
that this Industrial Finance Corpora-
tion is not helping the smaller units.
In this connection, I would refer to a
part of the speech of the hon. Mover
himself. It was delivered on 25th
November, 1952, But, the situation
has not changed,

“Now about this Industrial
Finance Corporation—I do not
know what is its purpose—if it is
only to help the big industrialists,
the big capitalists, than I think it
is working all right but if it really
wants to help the comparatively
poorer section, to help the un-
developed 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 working
all right. During the last debates,
several Members on the Congress
side, Including the Deputy-
Speaker, who was then in the
Chair, supported my contention
and I moved an amendment to
the State Financial Corporation
Bill to add a clause that the
Director of that Corporation
might not in any way be benefited
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out of the loan given by the
Corporation........ ete.” 5
Mr, Deputy-Speaker: Is there a
ceiling fixed so far as the State Carpo-
rations are concerned? As the hon.
Minister just now said, if the loan
exceeds Rs, 50 lakhs, the sanction of
the Central Government would be
required. Likewise, if a loan exceeds
a particular amount, in the case of the
State Finance Corporations......

Shri N. B. Chowdhury: I am not
aware of such a provision being made
in the State Finance Corporations.

My next point is about the appoint-
ment of the Chairman. It has been
recommended by this enquiry com-
mittee that there should be a full-time
paid Chairman. But, here we find
only a stipendiary Chairman. Some-
times it is found that although a paid
person is appointed, he is not made a
full-time officer. So, we would like
to know whether this particular
person would be a whole-time worker,
Regarding the Chairman, I have to
make ecertain other observations also.
In view of the greater powers that
are going to be given to this Chair-
man, it is necessary that the Chair-
man should be a man of high integrity.
Clause 8 says:

“If the Chairman is of opinion
that circumstances exist which
render it necessary for him to
take immediate action in respect
of any matter which is within the
competence of the Board or of
the Central Committee and that
the interests of the Corporation
may be prejudicially affected if
such action is deferred until after
the next meeting of the Board or
of the Central Committee, as the
case may be, then, notwithstanding
anything contained in sub-section
(3), the Chairman may take such
action in respect of that matter as
he deems necessary and for such
purpose, he may exercise atl
powers and do all acts and things
which may be exercised or done
by the Board or the Central Com-
mittee..... . bR ' B

- (Amendment) Bill

This shows that the Chairman is
being given additional powers, We
have the experience about the Manag-
ing Director so far as the existing Act
is concerned. The recent Audit Report
of 1953-54 has stated that the Manag-
ing Director exercised powers in
excess of those delegated to him. 8o,
it will all depend on the way in which *
the Act is administered and how the
people who are there to manage the
affairs of the Corporation behave. It
is necessary that this man should be
a man of integrity.

In this connection, I would like to
point out that the emoluments and
salaries which are to be determimed
by the Board with the approval of the
Central Government should be reason-
able. I would like that the words
‘the Board with the approval of
should be deleted. The Government
should fix the salary because the
Chairman is going to be the Chairman
of the Board, and if his salary and
other allowances are determined by
the Board, then, it is likely that he
would get a very high salary which is
out of proportion, because in the case
of the State Bank we have heard
Shri C, D. Deshmukh saying: “When
I announce the name, nobody will
criticise the amount of salary that is
paid to him.” Whatever the compe-
tence or the worth of a man, we would
naturally expect that when we are
hearing about national reconstruction,
and- when it is expected of every
person to make some sacrifice, some
people should not draw salaries
amounting to so many thousands of
rupees. Particularly, now im our
country they expect even a landless
worker to offer shramdan, to contri-
bute something towards national re-
construction. So, should not such
people also take a reasonable salary
and thereby contribute " to this
national task of reconstruction, because
here it has been stated in the Audit
report that the growth of administra-
tive expenditure is out of proportion
to the business transacted. So, in view
of this, it is necessary that the
establishment cost should be kept
within reasonable limits.



8605 Industrigl and State 27 JULY 1955  Financial Corporations 8606
(Amendment) Bill

[Shri N. B. Chowdhury]

T thls coti 1 shall &l P
to another thing which has been
mentioned in this Audit report:

“Travel by  Air-conditioned
Class by Officers of the Corpo-
ration—Prior to December, 1933
no officer of the Corporation was
entitled to air-conditioned class of
travel. It was, however, observed
that before that date, the journey
by alr-conditioned class was per-
formed by senior officers.”

This Report has to say something
asbout the air-conditioned travel by
the Members of the Board also. So,

|
|
%

Rs, 57 lakhs were given as loan. We
do not know what further amount
of loan hags been given or what
further amount has been spent in this
connection. But this matter should
not be allowed to be dealt with in the

measures with regard to the mishand-
ling of the affairs of this Sodepur Glass
Works, So, it is necessary to take

other statutory provisions which
would be necessary to ensure that
these powers would not be misused.

given to the Corporation.
one director on the Board of Directors

fact, we feel that such powers would

be necessary in order to discharge
their duties efficiently and properly—

merely observers and they did not sign
the audited accounts of the firms and
they did not vote. When they are
nominated as directors on the Board
of directors of such concerns, they
should function as full directors and
should have all the powers and all the
rights of a director of that firm,

Then, they have the right to lease
also. That is an additional power
which is being assumed by the Gov-
ernment in order to ensure the re-
covery of the amount of loan which
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the Government s being forced to
adopt under the circumstances, and
Government is not perhaps eager to
see that’ the Industrial Finance Corpo-
ration really functions in a way which
would help the rapid development of
industry in our country,

This Corporation is intended to help
in the growth of industries in the
private sector. But how are they
determining which industries they are
to help, which firms they are to help?
Are they following the priorities—
national priorities—fixed by the
Planning Commission? We
urge upon the Government to give a
categorical assurance here that the
Industrial Finance Corporation would
grant loans on the basis of the
priorities which would be fixed be-
forehand by the Planning Commission.
If we want really planned develop-
ment of industry in our country, then
there should be better co-ordination

the loans that are being granted

the different institutions—whether
t is the Industrial Credit and Invest-
ment Corporation or the State Bank
or Industrial Finance Corporation or
the State Finance Corporation—should
be co-ordinated. There should be per-
fect co-ordination of all these bodies,
so that there may not be any
haphazard growth, or personal bias
may not come into play in the course
of granting of such loans and helping
certain firms.

¢

[
R_

Then, I would refer to another re-
commendation of the Enquiry Com-
mittee. They have spoken about the
establishment of a Public Corporations
«Committee of Parliament. This de-
mand has been made in this House
several times. Now that we are
having a number of public corpora-
tions, it is but proper that for effective
parliamentary control and supervision
over the activities of such concerns
‘there should be such a committee,
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tion. This Bill is long awaited. Per-
haps, you will remember that the
report of the Enquiry Committee was
submitted in May 1953. And from
May 1953 to July 1955, we have not
yet had a chance really to discuss
either the report or the working of
the Industrial Finance Corporation.
The only discussion we have had was
a short discussion raised by Dr. Lanka
Sundaram, when some of us got a
chance to say a few words. I for one
do not want to go into details, because
I was associated with the report; I
think it is proper that other people
should go into details.

Mr. Deputy-Speaker: It is not your
private concern. The hon. Member is
naturally expected to say them, be-
cause she must be in the know of
things, or at least she knows as much,
if not more, as others do.

Shrimati Sucheta Kripalani: You
would remember that I have spoken
at length once before also on this
matter.

I am very glad about one thing.
You will remember that the resclution
which Government had passed on our
report had said that our report has
exonerated the Industrial Finance
Corporation of all the charges. It
was that remark in the resolution
which provoked me into making a
speech. Now the audit report here
fully vindicates us, and not only that,
the audit report has brought out
certain very undesirable factors which
took place after the submission of the
report. So, it is now beyond anybody’s
doubt that the working of th& Indus-
trial Finance Corporation leaves much
to be desired. And Parliament should
have a full opportunity to discuss it
properly,

I do not want to take too much time
of the House. But I would like to read
out to you from the first page of the
audit report for the year 1953-54. The
very first page of the audit report
makes a very sorry reading. This is

F
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what we find: ¥

“""“The result of audit, as em-
bodied in the following para-
graphs, indicates that—

(a) The Managing Director
excrcised powers in excess of
those delegated to him;

(b) the terms and conditions of
loans, more particularly, the rate
of interest chargeable were varied
by the Managing Director, even
in respect of contemporaneous

.
pesnw

This is a very serious matter:

“(c) loans were granted in
many cases were, prima facie
the lssue of a share capital or
debentures should have been
possible, having regard to the
financial position ‘and the stand-
ing of the concerns;

(d) loans were granted in some
other cases where the financial
position of the concerng did not
Justify the risks taken;

(e) the recommendations of the
Ministry of Commerce and Indus-
try were disregarded in making
loans available In certain cases;”

Then there is a reference to the fact
that the Corporation has embarked on
a scheme costing nearly Rs. 64 lakhs
for the construction of office build-
ings.

Then, the audit report says:

“(g) the growth of administra-
tive expenditure is out of pro-
portion to the business transacted;

(h) all the irregularities and
exercise of power in excess of
delegation, in which the Managing
Director was involved, were
approved ex post facto at a meet-
ing of the Corporation held in
October 1954, after the Industrial

(Amendment) Bill

Mr. Deputy-Speaker: Who was the
: i 2

Shrimati Sucheta Kripalani: It was
one Mr. Sonalker at that time. But
we are not concerned with the man,
we are concerned only with the fact
that this is how the affairs of this
public body were conducted.

Not only the managing director, but
the Government also cannot be absolv-
ed of all responsibility. This last point
made in the audit report is as follows:

“(i) rules have yet to be framed
by Government in accordance with
section 42 of the Industrial
Finance Corporation Act, defining
clearly the questions which are
specifically reserved for the Gov-
ernment.”

You will find from the report of the
Enquiry Committee that Government
did not bother to issue direction. The
board also did not give direction to
the managing director. So, at the top,
Government did not bother to give
them any directions; then, at the
second stage, the board did not give
any directions, and the managing
director, # you please, was function-
ing as a great Moghul just as he
wished. This is the finding of our
Committee,

Apart from these, there are certain
other findings confirmed by the audit
report now. And what are these?
One of these findings is that a large
proportion of the loans had gone to
b'g business and its associates.

Mr, Deputy-Speaker: What are the
provisions here to check that parti-.,
cular kind of abuse?

Shrimati Sucheta Kripalani: In this
new Bill? There is nothing.

Shri Asoka Mehta: A full-time
Chairman is to be appointed.

Pandit Thakur Das Bhargava: There
is provision neither in the old Act nor
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in the new Bill. It is not said any-
where that big business will not be
helped or that small business will be
helped'more. Nothing of that kind is
said acywhere.

Shrimati Sucheta Kripalani: That is
the burden of our song, namely that
there is nothing in this Bill. This Bill
might as well not be passed.

Mr. Deputy-Speaker: Why is the
audit report there only now? Is it not
audited year after year?

Shrimati Sucheta Kripalani: I think
this is the first report by the Auditor-
General,

Mr. Deputy-Speaker: Is there pro-
vision for a similar audit by the
Auditor-General made here in the
Act?

Shri Asoka Mehta: Yes, it was made
last time. !

Shri Gidwani (Thana): Since last
year, it is being audited.

Shrimatl Sucheta Kripalani: Then,
the one great thing about which my
report was concerned was this. You
would recall, Sir, the charge made on
the floor of the House in regard to the
Industrial Finance Corporation. The
charge was that certain people were
taking advantage of the Industrial
Finance Corporation and getting loans
for themselves and their own friends,
and we were asked to look into that
specific charge. We found out as a
result of our enquiry that one group
of people, that is, the same persons
having substantial interest in certain
concerns had got a total loan of Rs. 113
lakhs. If you increase the periphery
of the same group a little more, you
will find that their friends and other
associates got Rs. 129 lakhs. That
shows. ...

Mr, Deputy-Speaker: In addition to
Rs. 113 lakhs?

Shrimati Sucheta Kripalani: Yes.
That shows that there was sufficient
justification in the misgivings that the

(Amendment) Bill

people had as also the Members of
Parliament.

And how has the corporation work-
ed in giving loans? No uniform policy
has been followed in giving loans.
From both these reports, you will find
that in certain cases where the
directors were interested, the matter
was disposed of very quickly; in one
case, the loan was granted within a
month; in other cases, locans may have
been granted in six months' time or
more, while in certain other cases,
even after the loan was sanctioned, the
actual despatch of the money was
made after a much longer period.

As regards uniform rate of interest,
I have already quoted to you from
the audit report to the effect that even
for contemporaneous loans, no uni-
form rate has been imposed; the rate
of interest is left to the managing
director, and according to his sweet
will, he can fix whatever rate of
interest he likes.

Mr, Deputy-Speaker: Did he not
give eny explanation for that?

Shrimati Sucheta Kripalani: Ne.
No satisfactory explanation was given
to us. ;

There has been discrimination in the
issue of loans even in respect of the
purpose of the loans. For instance, in
certain cases, loans have been given
to certain companies, where the
managing agents have been allowed to
recoup the advances they made to the
company, in some other cases they
were allowed to pay back bank loans.
Sometimes, moneys have been given
for non-productive purposes also, such
as for the building of labour quarters
etc. But in some cases, loans have
been refused on the ground that loans
will not be given for working capital.
After reading the Act etc, the Enquiry
Committee got the impression that
loans could not be given for working
capital. But later on, we were told
that the Government view was that
loans could be given for working
capital. If that was so, then why is
it that on that particular ground loans
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have been refused in certain cases?

Asoka Mehta: That is the
vaunmntd!rocuvcd.w

Shrimatli Sucheta Kripalani: But I
do not know how far the direction
will be followed,

Then there is a provision that the

ernment. But if you look into the
audit report, you will find:

“Out of 70 companies to whom
the loans were advanced by the
corporation up to 30th June 1954,
the corporation appointed its nomi-
nees on the boards of directors of
24 companies only...... Ah

Then the audit
further to s> that there are certain
companies whose position is not sound,
and therefore representatives of the

which cases they decide to appoint
their representatives, and in which
cases do they decide not to appoint

(Amendment) Bill

Mr. Deputy-Speaker: Are they
expected to send periodical reports on

one of the conditions that periodical
reports must be given by the borrow-
in‘complniel.

llrbmty-sm I am talking
of these nominated directors. Do
they give an account of their work?

Shrimati Sucheta Kripalani: There
is nothing specifically laid down,

Pandit Thakur Das Bhargava: They
do not nominate directors in every
case, in some cases, they have done
so, while in some other cases they
have not done so.

We had recommended that they
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Another point which I have already
loans, the case has to be referred to
the Ministry of Commerce and Indus-
try. Now the audit report says that
in granting the first loan the Corpora-
tion referred the case to the Ministry
of Commerce and Industry, but in the
case of the second loan, they had not.
But there is something more interest-
ing—there are several cases where the
recommendations of the Ministry of
Commerce and Industry have been
disregarded. They have made recom-
mendations, but the recommendations
have been disregarded many a fime.
‘This sort of thing has been going on.

Then I would like to draw your
attention to the first remark of the
Auditor-General—we had also given
considerable thought and time to it—
about the powers of the managing
director, I do not want to go into
very many details, but the general
impression that we had about the
conduct of the managing director was
that he considered himself the last
word and last authority. He could
function in any way he liked; he
could treat the loanees in any way he
liked—you will find, again and again,
reference to that here; he could fix
any rates of interest he liked; he could
turn down any loanee’'s application.
In that way, he functioned. And not
only did he stop at exceeding his
authority. He even misguided the
Government, which is worse, to which
reference has been made here by the
Auditor-General. The Audit Report
says:

“The question of negotiating the
detailed terms and conditions of
loan by the managing director was
considered by the Executive Com-
mittee in their meeting held on
22nd May 1954, and it was decided
that in future terms and conditions
should be reported to the
Executive Committee for their
approval before the documents are
executed and the loans are made
available. This resolution is in con-
flict with the reply of the Board
of directors™.

8616
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—thig is the reply of a very responsi-

ble body like the board of directors—
“dated the 27th July 1953, in

which it was stated that all
essential terms and conditions of
the grant of loans were determined
by the Executive Committee,
leaving only the non-essential de-
tails to be settled by the managing
director on his own authority....
The understanding of Government
embodied in para. 5(B)(ii) of the
resolution, dated the 23rd Decem-
ber 1953, is thus based on an in-
correct report submitted by the
board of directors.”

Sir, you have to realise the enormity
of the situation. First of all, he
functions on his own authority. Then
either he was misguiding the Govern-
ment or the board of directors were
misguiding the Government; somebody
has done the misguiding and correct
information is not also given. False
information or wrong information has
been given in the report submitted.

Then the high-handedness and the
autocratic manner in which the
managing director functioned has been
well manifested in the affairs of the
Sodepur Glass Works. I shall not go
into details—I thought some other
Members would speak on it; that was
why I did not come so well prepared—
but you will see that much of the
crisis in this company is due to the
delay in sanctioning the loans and
delay in releasing the money. The
amount of Rs, 20 lakhs originally
sanctioned was issued to the company
in driblets of 21 instalments. Can

'75
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~company. The company was not
working well and Government have
taken over the management. 1 would
now like to find out from the Finance
Minister how much more money has
~been -given to this Sodepur Glass
Works. Rs. 64 lakhs were given till
the time of the time of the enquiry.
1 understand that more money has
been poured in. And what is the
condition of the factory pow? 1
understand that the factory is not
working. I would very much like to
be enlightened as to what iy happen-
ing and what will be the total loss to
the tax-payers of this country.

Mr. Deputy-Speaker: What has
happened to the managing director?

Shri Gidwani: He has retired.

Shrimat! Sucheta Kripalani: He was
on a four or flve year contract. It
was not renewed. Now, at long last
ke has gone with a leave of six
months. 1 think he was on a pay of
Rs. 3,000 or s0o a month. If I am
wrong, 1 would like to be corrected.

Mr. Deputy-Speaker: Was he a
Government servant?

Shrimati Sucheta Kripalani: He
#as on contract.

Shri Gidwani: He has gone with a
|oud ceﬂlﬂ.clta to the Central Bank.

Shrimati  Sucheta Kripalani: The
hon. Minister may let us know what
has happened to the managing
director. But what I am more con-
cerned with is, what has happened to
the Sodepur Glass Works.

Recently a resolution has come from
tr+ Government—I have got a copy
of it also—about the Sodepur Glass
Works., Their findings are that the
Sodepur Glass Works have gone bad
because the initial assessment of the
financial requirements was not made
correctly. That is one of the points
given in our report also. But I would
like to know whether, before passing
this resolution, a detatled inquiry was
conducted into the affairs of the
Sodepur Glass Works, and if so, which

(Amendment) Bill

body or which committee inquired
into them. I would also like to know
whether any proper, detailed audit of
the Sodepur Glass Works has been
done. I demand here that the Auditor-
General should institute an inquiry
and audit into the affairs of the Sode-
pur Glass Works, because huge sums
are involved and the affairs of the
company have been managed in a
criminal and negligent fashion by a
very responsible body, a top insti-
tution, dealing with the finances of the
country,

Now, I would like to say a few
words about the new Bill, and about
the recommendations we made. I do
not want to deal with the small recom-
mendations, It was very kind of Shri
A, C. Guha to say that he has accept-
ed most of our recommendations
either fully or partially. But I am
very sorry to say that the impression
left upon me is that most of our recom-
mendations have not been accepted
either fully or partially. Some of our
most important recommendations
have not been accepted. The main
point at issue when the question was
raised in Parliament was whether the
directors of the Corporation were
taking loans for their own concerns
or not. This caused a scandal. There-
fore, it was very natural that we
should recommend that the directors
of the Corporation should not take
loans for themselves. We have recom-
mended—if you will permit me. ¥
will read out the recommendation:

“The members of the board of
directors of a public institution
like the IFC should be above sus-
picion and we recommend that
any concern in which a director
of the IFC is a managing director
or a director/partner/shareholder
in the managing agency concern
should not be eligible for grant of
loan by the Corporation. An
applicant concern in which a
Director of the Corporation is only
an ordinary director or share-
holder will, however, be eligible
for grant of loan by the Corpora-
tion, but such loans would require
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to be sanctioned at a meeting of

.the board of directors of the

Corperation by a unanimous vote

at which at least 2/3rd of the total

number of directors qualified to
vote should be preseprt In
addition, it should be incumbent
on the Corporation to disclose in
its balance sheet, on the analogy
of the balance sheets of bank-
ing companies prescribed under
the Banking Companies Act, the
loans granted to industirial con-

_cerns in which any of the Corpo-

ration directors is interested as

director or shareholder”.

1 regret to say that none of these
recommendations has been accepted.
Not only so. In the audit report,
there is some interesting remark to
which I should hkctodrawyour
attention. It says:

“The Inquiry Committee in
para. 20 of their report suggested
that a director of the Corporation
should disclose his interest even
where he was an ordinary share-
holder of an applicant concern and
that the Corporation should mam-
tain a register similar to that
prescribed under article 91A(3) of
the Indian Companies Act. The
board accepted the suggestion and
the Government also issued a
directive to the Corpgration to
that eff

This one little thing the Govern-
ment have accepted. But how did
the Corporation implement it?

“But no register is beiag main-
tained....The Corporation should
take nnmediate action to imple-
ment the decision of the Govern-
ment”.

First they did not aceept our re-
commendation fully. A little bit of
jt they accepted. But then it is not
implemented. So the acceptance is
on paper only.

Then 1 come to another very
important point. We had suggested
that when the Corporation tonk aver
a company—because the company was
not . doing well—the Corporation

Financial Corporations 8620 -
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should not merely be concerned with
the idea of recouping their losses;
they should have some regard for the
losses of the shareholders. They
should not immediately sell away the
oconcern but should try to run the
concern themselves or give it over to
the Government to run it or at least
before selling, a reference should be
made to Government. This recom-
mendation of ours has been turned
down. I would like to tell you why
we made this recommendation. I
hesitate to speak on it because it is
such a very serious matter. When the
Sodepur affairs were revealed to us,
some people even suggested or hinted
to us that thers was a deliberate
attempt to destroy the company so that
the company could be later sold off
to a rival firm for a song. ‘It was
such a serious charge that we did not
like to belleve it. Naturally when
such a charge is not fully substantiat-
ed, no responsible person can believe
it.

Mr. Deputy-Speaker: Is th-‘e any
rival company at all?

Shrimati Sucheta Kripalani: There
was some glass ocompany whose
representatives were being brought
and shown round the factory.
It was not possibla for ws to believe
such nefarious things about such a
responsible public organisation, there-
fore, we did not believe it. But in
order to prevent the occurrence of such
things, we suggested that such a
company should be handed over to
the Government for running. After
all, we have a Production Ministry
which is running so many concerns.
It is therefore not imposaible for the
Production Ministry to take up a few
more concerns., But if the Govern-
ment was not ready to run such a
concern then at least a reference
should be made to the Government
before selling it. Ali this we did In
order to prevent this kind of wrong
and irregular action on the part of
anybody. This recommendation -of
nurs has been thrown out by Govern-
ment and they have not cared to find
out why we have made such a recom-
mendation,
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-‘--wmxdpahnl]
All this will show that the LF.C. has

The
is another name
What

corporated and so

Shrimati Sucheta Kripalani: T have
not given any amendment. My
suggestion is that this should go to
a Select Committee,

Mr. Deputy-Speaker: Even for that,
no amendment is tabled,

Shrimati Sucheta Kripalani: True.
They should withdraw this Bill, sit
over it and produce something better.

I have to make one more suggestion.
In the report we have suggested that
the Government should seriously con-
sider what machinery should be set
up to institute parliamentary control
aver the working of such corporations,
More and more of such corporations
are being created as we are gradually
switching over from private to public
sector and more of such institutions
will come into existence. Therefore
adequate arrangements should be
made to see that they are properly
controlled and that Parliament has an
opportunity to go into their affairs.
So, we had suggested that a public
corporation committee of Parliament
should be appointed becamse neither
the Estimates Committeq nor the
Publie Accounts Committee have the
time to look into the detailed work-
ing of such corporations. With all the
force at my command, I would appeal

(Amendment) Bill

that the Government should consider
whether a public eorporatirn com-
mittee of Parliament should not be
appointed immediately to go into the
affairs of such public institutions
Again, T would like to repeat
are not at all satisfled with the
of the Sodepur Glass Works or
the present functioning of the
Glass Works. I have heard that
negotiations are going on to
Sodepur Glass Works to an
Japanese firm. If I am
should like the Government to
me. The conditions are that
Corporation would advance some
money to that firm, and when the
gets going, it will pay the Corporation
the price stipulated for the purchase
of the firm as well as the
advanced. 1 would like to knaw
whether these terms are correct. In
any case, we want an enquiry made
into the affairs of the Sodepur Glass
Works by the Auditor-General.

Shri Gidwani: 1 would not like to
cover the same ground as covered by
Shrimati Sucheta Kripalani. But
about the managing director, who was
the sole master of this corporation, I
will bring to the notice of the House
one or two things. He got a car pur-
chased, which was supposed to be a

EEE%%?EEEE?E

E

in service even after all
closures were made by the Co
and he was also given six
salary. His contract is over and now
he is working in the Central Bank. If
this is the way how we have such
officers, what else will result?
Shrimati Sucheta Kripalani told you
about Sodepur Glass Workas, the money
that has been loaned by the Corpora-
tion comes to over a crore of rupees,

T



director. Of course, everybody will
admit that the directors also are
responsible. Had there been some-

and we must insist that no director
should be appointed who has any
interest in any concerms and no loan
should be granted to him or to any
concern with which he is associated
As Shri Asoka Mehta said, after all
we have changed the name from
‘managing director’ T ‘chairman’.
He may be a stipendiary person, but
if he is of the same type and has no
proper approach and is not sympathe-
tic and responsive  to public
opinion, things will not matter
much. It is a very sad state of affairs
but the fact is that unless we have a
proper person, merely changing the
nomenclature will not help us. Bo,
Government should be very careful in
selecting the stipendiary chairman.
He must not be a person who defles
the directions of Government or does
not care for the Government., When
we appoint people on contract basis—
and some of them are retired people—
hence they feel that they can leave
Government at any time. As they
feel that they have no future with the
Government, they do not work as they
ought to. Therefore, we should be
very careful in selecting the persons.

place so far. I would, therefors,
suggest that it is not even now too
late in the revise the who!

which bring discredit on the organisa-

tion may not take place

The industrial activiti

in the public sector are going to in-
and

be spent in industries to be started
the State. Parliament should there-
fore keep a vigilant check on such
industrial undertakings so that public
money may not be wasted,

Shri Guha was a revolutionary: ]
should, therefore, be revolutionary in
his outloock. I am sure he will
respond to the public opinion as well
as the unanimous opinion of this
House. He should withdraw this
measure and come forward with &
more comprehensive Bill embodying
the suggestions made by Members of
this House, so that such lapses may not
occur in future.
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Shri T. N. Singh (Banaras Distt.—
East): [ was very much interested in
listening to our esteemed colleague
Bhrimati{ Sucheta Kripalani who made
a detailed enquiry of the Industrial
Finance Corporation some time ago.
Subsequent to that, an audit report
has also appeared and 1 believe Mem-
bers of the House must have studied
that with the care and attention it
deserves.

I think the amending Bill does meet
with one of the principal demands,
namely, the creation of the post of a
chairman who shall be there as a
wholetime pald man resulting in the
abolition of the post of a managing
director. That has been implemented.

Ag regards the second point, namely,
the question of directors not taking
any loans, [ fully agree with the
principle of it. I think, even now
under the Company Law as it exists
no director can take any loap‘or
borrow any money from the company
of which he Is a director. That is
under the Company Law. Yet, [ feel
that, whatever may be the Act—the
amending Bill may be silent on that
point—that provision of the Company
Law should apply and, if, for any
reason it does not apply and it has
not been possible to bring this thing
into the amendment here, 1 would
very strongly urge that we should see
to it that, the Company Law as it is
being amended now, there will be
adequate protection against misuse of
that position by the directors. That
noint alone should not in any way
make us critical of the amending Bill.
I would strongly urge both to the
Minister as well as to our colleagues
here, that when the Companies Bill
is considered—and it is going to be
considered very soon—we should see
to it that, what to say of this Corpo-
ration, In no pv“lic company a direc-
tor may take &. 'wntage of the posi-
tion of a directo:. That is a very

bealthy principle and [ am sure the
Minister who is sponsoring this Bill
will have no objection to this princi-
ple. I am convinced of that and, there-
fore, I do not want to over-emphasise
this point.

[Panort THAKUR Das BHARGAVA in tle
Chair]

What I have felt and I think the audit
report has disclosed it, is that we
have—I think the Parliament is also
guilty of it—neglected, after once the
Finance Corporation was formed, to
see as to how it is functioning. We
have not been vigilant about it, neither
this House nor the Government. It so
happens that today there is a fashion
to form some autonomous organisa-
tions and you leave

Corporation, but so many other State
undertakings. The Airlines Corpora-
tion was formed. We have done it. It
is a good Act; a reasonably nice Act.
There are flaws in every Act or every
measure. It is a reasonably good Act
as passed by this House. I claim that.
But, how does it function? That is the
main polnt. And, I am sure, today—
not to speak of this country, but any-
where—I feel that it is unwise to
forget about anyone's activity once
one has been entrusted with the task.
We have got to be constantly vigilant
if democracy is to function; if Parlia-
ment is to function and things are to
function properly as our nation
desires.

Therefore, I was grieved to learn
that once the Finance Corporation was
formed no rules were framed by
Government as contemplated in the
old Act. Now, that was a serious mis-
take. The Industrial Finance Corpo-
ration framed some rules of their ogmn
and they were allowed to function
according to those rules. That was
wrong.

As regards the loansg about which
we have found that so many errors
have been committed, errors will be
committed, but my grievance is of a
different nature. I feel that when you
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want to finance some industrial under-
taking you cannot be guided by a
rigid banki.ng_ rule. That is what I
feel. I have a feeling that the then
managing director, or those who were
in charge, became very banking
minded—scrupulously banking minded.
That was the great mistake. The
tragedy of Sodhepur Glass Factory
about which so much has been said is
not that money was advanced to a
particular concern. The  greatest
tragedy was that it was advanceq in
dribblets. That was the mistake. So,
I feel that if you want really to do
some financial undertaking, do it in a
real industrial fashion and not like a
bania, not like a usurer, not like a
mere money-lender that is not the
way to do it. So, what I feel is that
if the Corporation is to function
under the new persons who are to
come in charge of it, and if they want
that this should be something of an
example not only in this couniry but
to others and that our industries,
medium and small—medium mostly—
should flourish, they should apply the
principles of industrial finance and
not of mere money-lender’s finance.
That is the main thing. The test of all
the rules that may be framed will be
by this yardstick and we should see
whether the Corporation hag met this
point. That is what I feel

3 PM.

So far as the amending Bill is con-
cerned, I would strongly urge the
House that they should not g0 so much
into of what should have been done
by way of adding a few more clauses.
But will that alone save the position?
Will that alone bring about the aims
and desires which we have about the
functioning of this Corporation? The
rules must be properly framed. Then,
there should be a vigilanlt control,
guidance, criticism of the affairs of
not only this Corporation but of all
public corporations. Therefore, when
our esteemed colleague, Shrimati
Sucheta Kripalani, was referring to
the need of some Public Corporation
Committes of this House, I felt myself
in sympathy with it. I do not know
whether according to parliamentary

(Amendment) Bill

practice some such separate com-
mittee is possible or not, because, so
far as 1 have heard, we have our
Estimates Committee, the Public
Accounts Committee, the Standing
Finance Committee, etc. But I strongly
feel that in so far as State under-
takings are concerned, any committee
concerned with it, if it is to function,
should function purely on audit basis.
It it functions as an independent
authority, going into enquiries and
investigations sup motu, then, I can
tell you that those State undertakings
cannot work satisfactorily. No initia-
tive will be left to them. That is the
main defect in our State undertakings.
This lack of initiative is because of
the State control. The State, either by
itself or by its own set of rules and
the manner in which it functions, is
unable to function as a risk-taking
organisation, Therefore, I feel that
they should function on an audit basis,
just as the board of directors control
a company. After the audit report is
ready, they go into the question
deeply. If the shareholders are really
men who want to control the busi-
ness well they can. Similarly I feel
that if any committee of this House
can function on the basis of the audit
reports, both internal audit as weli as
audit by the public auditor, that com-
_mit!ee alone can exercise a healthy
control over the functioning of these
organisations. The day-to-day control
must be left to the executive as well
as to the persons who have been
authorised by law, as passed by this
House, to locok after the affairs of
those undertakings. That is my view.
It may be that our friends may not
agree, but I do feel that any day-to-
day guidance and control and direc-
tion, by a parliamentary commitiee.
of such undertakings will be bad. T
is not at all desirable

Then the only question arises
whether the Public Accounts Com-
mittee, as it is constituted today, can
discharge these functions or not. I
agree that the Public Accounts Com-
mittee has not got much time, but
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[Shri T. N, Singh] .. g akohia
under our Business Rules, there are
ways of doing it. We can divide our-
selves into sub-committees which can
function, and that way it would be
possible. Anyway, 1 feel that this
question of parliamentary procedure
and how parliamentary control has to
be exercised is rather a delicate ques-
tion, and we should not try to set up
traditions unless we have examined
the whole question in greater detail
Therefore, I for one would have never
lUked any such provision to be made
either In this Bill or in any other
State undertaking that may be spon-
sored in future. Let the Parliament
and let all of ug put our heads to-
gether and see what Is the best
method of having parliamentary con-
trol by this method, the Public
Accounts Committee method, or any
other method. But that point should
be discussed coolly and with greater
thought.

I think generally that the Bill should
be allowed to be passed as it is, and
emphasis  should be lald on the new
rules that must be framed, and the
rules must be laild on the Table of
the House. The House, If It so desires,
should have an opportunity to discuss
the rules, once they are laid on the
Table. I think that will improve
matters.
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Shri Mohanlal Saksenma (Lucknow
Distt, cum Bara Banki Distt.): Much
bas already been said regarding the
affairs of the Industrial Finance Cor-
poration. Still, I would like to say a
few words.

There are certain facts which
have not been brought to the notice
of the House and which I would like
to bring to its notice. This Corpora-
tion does not only deal with the
money invested by the Government
and the loans raised by it. It has also
got invested in its funds though by
way of a loan a sum of Rs. 162 or
165 lakhs from the Gandhi Memorial
Fund. Of course, the Fund is receiving
an interest of 3 per cent. or 3} per
cent. But, when we sit here In this
House, we must not forget that that
money was raised for a certain pur-
pose. It was raised from the poorest
of the poor and the purpose was that
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it must be utilised in the service of
the poor, not for obtaining a pittance
of interest of 3 per cent. or 31 per
cent. When I find that the money has
been invested in a Corporation whose
affairs have been managed in such a
way that there is not one Member in
this House who could stand up and
speak in its favour, I have to hang
my head in shame. I feel that we owe
it to the memory of the great man,
the Father of the Nation to see that
the affairs of this Corporation in
which the moneys raised to commemo-
rate his memory are invested, are
managed properly and in the best of
public interest.

Secondly, I have no doubt that the
Finance Ministry has miserably failed
in the discharge of its duty in super-
vising the affairs of this Corporation.
Questions were put in this House re-
garding the working of this Corpora-
tion a number of times: I know that.
Even private letters were addressed
to the Minister and the Prime Minister
regarding the working of this Corpo-
ration. But, they did not pay proper
attention. You will remember that
when the question was raised by the
Minister in charge, the matter had to
be postponed because the Finance
Minister was not here. I find that the
Finance Minister is not here even
*oday, so that we could have the bene-
fit of his advice in regard to the pro-
visions of this Bill at least. I know
there is a provision in this Bill for
appointing a whole-time paid Chair-
man. That is very good. EBut, there
was also a whole-time Managing
Director. Now, instead of a Managing
Director, we are going to have a
Chairman. It may be ancther office
for persons who are found unfit in
other Corporations or other places.
This may be a place where they may
be shunted in. If that is the object, I
do not find that there is much good.
Much will depend on the man who is
appointed. Although this was a Gov-
ernment Corporation, the Chairman
was a businessman, a very experienced
industrialist. The Managing Director
was also taken from some Bank. But,
what do we find in this report and

(Amendment) Bill

in the Audit: Report. I may say with
due respect to Shrimati Sucheta
Kripalani and other Members of- the.
Committee that they did not go into:
the matter thoroughly and at least they
did not bring out the shortcomings or
defects in the working of this Corpo-
ration to the same extent as they
should have done. :

Shri T. N. Singh: T think the hon..
Member is rather unfair to Shrimati
Sucheta Kripalani and the Enquiry"
Committee. The terms of reference...

Mr. Chairman: Order, order. Is not.
the hon. Member entitled to have his
own views?

Shri Mohanlal Saksena: I know
Shrimati Sucheta Kripalani will take
care of herself. She cannot deny it.
1 cap say without fear of contradie-
tlon that extraneous consideration
weighed with them. There was an,
application pending before the World
Bank. That fact wag brought before
them. If there were very adverse com-
ments, that application might be-
turned down. When I speak, Shri T. N.
Singh should know that. [ speak from
information and facts which I have
verified.

+Any way, whatever may have been
before that Committee, even after the
recommendations of this committee
were received, the Finance Ministry
did not take any action to go into the
working of the Corporation. And what
was the Managing Director doing in
the meantime? He got a resolution
passed by the directors in order to
regularise the irregularities that had
been committed by him. Not only that,
he went to Bombay and censulted a
lawyer there and paid him Rs. 2,000
to draft the reply to Chapter VIII of
this Enquiry Committee Report. The™
auditor has taken objection that this
should not have been dong because
the permanent law officer was there
and there was also no sanction of the
Executive Committee to consult this
lawyer. Nor was the draft prepared
by the lawyer ever used. The audit
report has brought out all these things.
But, still the Managing Director got:



Industrial and State 27 JULY 1958 rh?dalcorw':zl 8634

[9hr{ Mohanlal Saksena]

“that passed and regularised that sum
also by the Executive Committee of
“the Board of Directors.

Not only that. Although the life of
the Corporation is not very perma-
nent, they decided to have a building
for the office of this Corporation cost-
ing about Rs. 64 lakhs, and it is esti-
mated that logs would be in the order
of 168 lakhs if the scheme was given
up. And because they have incurred a
loss, the Executive Committee has
decided not to give up the scheme
and have said: “Let us proceed with
the building”. But the Board has not
-accepted the suggestion. On the one
hand, the Finance Minister iy going
about saying that more money is
needed for industries. On the other
hand, here {s the Industrial Finance
‘Corporation which has been subsidised
by Government to help industries,
‘which has not been able to stand on
its own feet but still it Is allowed to
take a decision to have a bullding for
ity office costing Rs. 64 lakhs. The
Finance Minister belleves that what.
-ever money goes into this building will
not be available for industries. The
Finance Ministry does not take any
objection to it. And then, they have
already incurred a loss to the tune of
Rs. 6 lakhs. I do not know what s
going to happen after this.

Not only that. The Finance Ministry
has issued a directive, of course after
considering the recommendations of
the Enquiry Committee Report, saying
that the names of directors who are
‘shareholders In other concerns must
\he kept in a register, but they refused
to act upon It. They suggested that
only the names of those directors
:should be brought into the register
‘who owned at least ten per cent. of
the share capital of a Company. Look
at it. Just now, Shri Singh pointed out
that in public companies if one of its
directors s a director of another com-
pany, no loan would be given by the
«company to the latter company. But
here, this is a Government concern
where that rule is not followed and
‘the directive Issued by the Finance

Amendment)

Ministry has been defied and no action
seems to have been taken. At least, I
do not find anything from this audit
report. I do not know what action has
been taken on this audit report where
so many irregularities have been
pointed out.

And now, after all this, when this
officer goes, he is given six months
salary. My charge against the Finance
Ministry is that this officer was allow-
ed to function till the period of his
contract expired so that no action may
be taken against him. He did not
suffer anything though the audit re-
port has brought out the fact that he
had exceeded his powers. There is no
doubt about it. Still, after the Enquiry
Committee had brought out all these
irregularities, this Managing Director
was allowed to continue to function
and get all these irregularities regu-
larised. Why was he allowed to con-
tinue to function? After all, though
there might have been some doubt
before, after the finding of the Enquiry
Committee there was no doubt, and if
there was any doubt, an officer of the
Finance Ministry might have been
deputed to enquire, but no step was
taken, And after that, this audit re-
port brings out all these irregularities.
Even then, no action is taken. So, my
charge is that the Finance Ministry
has failed deliberately, knowingly or
unknowingly in its duties and has
connived at the actions and the mal-
practices in the working of this corpo-
ration which are not consistent with
the policy or the assurances that were
given when the original Bill was
enacted.

I have nothing to say about the pro-
visions of the Bill. I am not much
concerned, The provisions may be
there. But it is about the working we
should be concerned. How is it going
to be worked? It all depends upon
that., Instead of the Managing Director
you appoint a chairman, and if you
put another man like that and you
allow him to work like that I am sure
nothing better will happen. So, per-
sonally I feel that it is not only this
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amending Bill that matters. What was
needed was that after this Enquiry
Committee Report, Government should
have itzelf framed rules. It should
have done it five years earlier. But
even if they had not done it then they
should have done it after this Report.
They must have framed the rules and
watched the working of the Corpora-
tion and after that they should have
come out with a Bill if there was any-
thing which was necessary to be done
by legislation. But at present we do
not have even before us as to what
are the rules that the Government had
intended to frame in the original Act.
Now they assure us that something
will be done that way, but at least
some draft should have been before
us, some assurance, or some definite
lines on which thig Corporation is
going to work in future should
have been before us. In any case, I
would like the Minister to give an
assurance that the chairmanship of
this Corporation will not be used as a
place for shunting an officer from
another place who is not wanted there
or who has not done well there and
that the appointment will be made on
the merits and upon the requirements
of the office itself and not upon the
expedlency of finding a job for some
officer or something else.

Shri Gidwani: There will be no
another Sonalkar.

Shri Mohanlal Saksena: I do not
want to say anything by name.
Whether it is X or Y, so far as Gov-
ermnment is concerned, so far as we
are concerned, we are responsible for
1t. We shall not go about saying that
so-and-so was not appointed by us,
we did not have any voice in it. After
all, we are responsible for whatever
happens. So, whatever loss has been
incurred has been incurred, but still I
think that the conduct of the officer
should be enquired into. Otherwise, it
will be used as a precedent by his
successor. Some step should be taken,
and an enquiry, at least by the
Finance Ministry, should be made, on
the basis of the audit report and the
allegations made in the Enquiry Com-

(Amendment) Bill
mittee Report itself, into the working
of the Corporation so that we may
profit by it.

With these words, I certainly sup-
port the Bill as it has come. I have
no suggestion to make except to hope
that we will profit by our experience,
by our mistakes. I know we are liable
to commit mistakes. We are just om
the threshold of a new enterprise, but
what I find is that mistakes which
could be anticipated even by laymen
like me are not seen or are delibe-
rately ignored by persons trained to
be financiers, statesmen, administra-
tors and businessmen having experi-
ence of working in big banks and
concerns. So, I hope that we will profit
by our experience and that we will
not repeat the mistakes which are
responsible for the present sad state
of affairs of the Corporation.

Mr. Chairman: May I know from
the hon. Minister how long he pro-
poses to take?

Shri A. C. Guba: [ will take about
45 minutes.

Mr. Chairman: Then, I propose to
call upon the hon. Minister at 4-135.
There are about 35 minutes left in
between and I can accommodate two
or three speakers. I will request the
speakers to be kindly brief so that I
may be able to accommodate two or
three.

Shri Sadhan Gupta (Calcutta
South—East): This Bill seeks to amend
the Industrial Finance Corporation
Act and therefore in order to judge
the merits of this Bill we have to
remember a particular perspective,
the perspective of what the Industrial
Finance Corporation should be, what
policy should guide its actions and
activities and what code of conduct it
should follow. The merits of this Bill
will depend upon the extent to which
it secures for the Industrial Finance
Corporation a correct kind of policy
and a correct code of conduct.

Now, we have created the Industrial
Finance Corporation for a purpose.
When the taxpayer was asked to pay
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money towards constituting the Tn-
dustrial Finance Corporation, it was
not with a view to enabling some big
capitalists to earn profits; it was not
with a view to enable some big
capitalists to tide over their difficul-
tles; what we had in mind was the
industrialisation of the country in the
national interest, What we had in mind
was the object of developing indus-
tries, so that the country might
prosper.

In developing Industries in the
national interest, we must have
certain priorities. The Planning Com-
mission has laid down priorities, and
it is expected that a corporation which
alms at developing the national indus-
tries would conform to that priority.
Secondly, in regard to the develoo-
ment of industries, it was not our idea
to develop Industries in such a way
that all the wealth would get concen-
trated In a few hands. Wy wanted
Industries to develop no doubt, but we
did not want in tha{ process to create
monopolles In industries or to create
hugs concentrations of industries; and
therefore, what we have in ldea is to
develop industries in such a way that
the Industries that would grow up
would be diffused in many hands.

It Is therefore essential that medium.
scale Industries should be encouraged;
and small industrialists who do not
control, and cannot control, a very
large sector of industry, should oe
encouraged. Therefore, corporations like
the Industrial Finance Corporation
should take particular steps; to encour-
age medium-scale industries. For the
small-scale Industries, we have created
other organisations. But the Industrial
Finance Corporation can, and must,
secure ald to medium-scale industries.

The securing of this policy is essen-
tial to make the Industrial Finance
Corporation function in the prooer
way. Apart from this bilag towards
priorities, and this bias towards the
medium-scale industries, there are

(Amendment)

certain codes of conduct which must -
be secured for every corporation of
this kind, codes of conduct which will
secure its smooth functioning, whicn
will put it beyond suspicion, and
which will ensure that the people at
the heim of authority in corporations
like the Industrial Finance Corpora-
tion do not utilise it for their own
profit.

We have, therefore, to judge the
Bill by looking at it from these two
points of view. Does it prescribe the
correct kind of policy for the Indus-
trial Finance Corporation, and does it
secure for it a code of conduct whick
will put it beyond reproach? I submit
that it does neither of the two. It
does not mention any policy which is
to guide the Industrial Finance Cor-
poration in its activities, in what way
they should disburse the loans, what
kind of industries they should encour-
age, what kind of businessmen they
“should encourage, and so forth. There
is nothing of that kind.

Apart from that, regarding the code
of conduct, there has been so much
uproar in this House. An enquiry
committee has sat, and it has come
to conclusions which are revealing
indeed, and which have scandalised
all sections of this House. Even after
that committee, the Auditor-General
has gone into the affairs of the Indus.
trial Finance Corporation and has
discovered glaring Irregularities. In
spite of all that, it is extremely dls.
appeinting te see that this Bill has
made really no attempt to provide
any safeguards against this kind of
thing.

It is very important to mention a
policy which the Industrial Finance
Corporation should follow, because if
it is not mentioned, the directors or
whoever Is at tha helm of affairs may
throw that policy overboard from
considerations of profits to the corpo-
ration itself, or worse still, from con-
siderations of profits of some concerns
in which they are interested. It is also
essential that the code of conduet
should be provided for in the body
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of the Bill, because otherwise there is
no guarantee that the correct kind of
conduct will mark the affairs of the
Industrial Finance Corporation.

It is not enough to provide for a
paid chairman. A paid chairman is
certainly "no complete guarantee
against abuse of the functiong of the
Industrial Finance Corporation. Now
there are many recommendations
which have been made by the Enquiry
Committee presided over by Shrimati
Sucheta Kripalani, and very few of
which we find embodied in this Bill.

In the case of some of them, the
hon. Minister says that those direc-
tives have been accepted on principle.
For example, it was recommended
that loans exceeding Rs. 50 lakhs
should have the approval of the
Central Government. The hon. Minis-
ter says it has been accepted in
principle, but we do not find it in the
body of the Bill. It is said that a
directive has been Issued in that res-
pect. What is the use of a directive
in a corporation’ which, it is being
repeatedly seen, has flouted all kinds
of rules? The audit report lists
instance after instance where rules
have been flouted by the people in
authority in the corporation. When
rules are flouted like this, we do not
expect much redress from Govern-
ment. We know that the Congress
administrations in many places are
very particular about upholding laws,
when it comes to the common people.
In Kanpur recently, people had to
undergo preventive ,detention for sup-
porting a legitimate strike. In
Darjeeling, workers were fired upon
just for a legitimate strike. But the
position is not so in the case of organi-
sations where big business is involved.
In spite of trenchant criticism by the
Sucheta Kripalani Committee, we find
that all that was white-washed, and
not only were no steps taken to
remedy the affairs but we find that
officers who were responsible for it
have honourably retired without any
scratch on them. That is the way the
government functions. Therefore, the
fact that a directive exists does not
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in any way give us any assurance or
guarantee or satisfaction that the
correct code of conduct will be
followed in the affairs of this corpo-
ration.

In conclusion, I want to say that
we cannot oppose the Bill because the
Bill is certainly something better than
what it was. It was formerly in the
hands of big business, directly in the
hands of big business. Now, there is
some likelihood of some person not
connected with big business being
appointed chairman. But then it Is
only that much; it does not go any
further. Even that guarantee that the
Chairman will be independent of big
business - is not a very convincing
guarantee because we know what the
Government's outlook i3 towards big
business. We have no guarantee; on
the other hand, there is every likeli-
hood that in the guise of a chairman
appointed by the Government some
representative of big business will
worm his way into the Industrial
Finance Corporation, I have this
apprehension in connection with this
Bill regarding big business. When the
State Bank of India Bill was under
discussion, we raised a great protest
against the appolntment of big busi-
ness in the post of directors. At that
time, Shri C. D. Deshmukh, said that
Government did not divide humanity
into big business and non-big busi-
ness. But businessmen are certainly
divided into these two categories not
only in this country but all over the
world and it is known that big busi-
ness have their relations, have their
own ways of managing their profits,
and we cannot accept this kind of
complacency in regard to big business.
We know the real source of that com-
placency. The complacency is because
the Government are tied up In a
thousand and one ways with big busi-
ness. Elections are coming. Perhaps
they expect something from big busi-
ness there, but as far as the people
are concerned, we cannot sit idle, we
cannot sit complacent over this soft-
pedalling of the machinations of big
business through the Industrial
Finance Corporation. Therefore, [
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would urge upon the Government
seriously to implement those recom-
mendations of the Sucheta Kripalani
Committee, which seeck to put the
Industrial Finance Corporation on
proper lines. Secondly, we would ask
the Government to define the policy
of the Industrial Finance Corporation.
a policy of encouraging medium in-
dustries and of giving priority to
industries which are essential for the
national interests; and thirdly, to
embody whatever principles Govern-
ment have accepted from the Inquiry
Committee’s Report in the Bill itself
and not leave it to directives which
we know are going to be flouted.

Shri Tulsidas (Mehsana West): 1
remember when a discussion on the
Report of the Sucheta Kripalani Com-
mittee took place, I had also made
certain observations. There was also
some discussion before that and I had
also occasion to mention at that time
that I personally feel, from the report
which I have seen of the working of
the Industrial Finance Corporation,
that on the whole, the Corporation has
functioned well. Because, as I said at
that time, out of advances to 103 con.
cerns made, there has been only one
solitary instance where the Corpora-
tion is likely to lose as a bad debt.
That, in my opinion as a banker, is
very good work, because in any busi-
ness, there is always a chance of risk,
of losing a certain amount of money
as bad debt.

Shri A. M. Thomas (Ernakulam):
Even though it is only one case, what
is the amount involved?

Shri Tulsidas: The amount is not
large compared to the total amount
of advances given, Also [ do not
think there will be a total loss in this
particular concern.

T have also been feeling that, though
the recummendation of the Enquiry
Committee was In favour of a paid
cnalrman, it is not in the Interests of
this Corporation. In England, there is
a smimilar sort of corporation; they
have a pald chairman. But that pald

(Amendment) Bill

chairman is not a whole-time worker;
he is a person who has knowledge of
the business, production, manage-
ment—everything—and he comes for
one hour a day and is paid a certain
remuneration per year. But he is not
a whole-time worker. My objection
to having a whole-time worker as
chairman is that it becomes more or
less an official body.

An Hon. Member: A bureaucratic
one.

Shri Tulsidas: It becomes a depart-
ment of the Ministry of Finance; it
becomes, more or less, so rigid that
the purpose for which the Corporation
has been established will be, more or
less, defeated. I feel that very
strongly. I even mentioned about this
at the time the State Bank Bill was
passed, that this procedure of appoint-
ment of the chairman by the Govemn-
ment of a body which is a credit
institution is not a healthy one for
such bodies.

You know when the Reserve Bank
Bill was passed the feeling In this
House wag that the governor should
be a non-official. We know what our
experience is. Since it is in the hands
of the Government to appoint the
governor, usually an official remains
as governor.

Shri A. C. Guha: In the case of the
State Bank of India, that has not
been the practice.

Shri Tulsidas: I would like to wait
and see the next time whom you
appoint.

But, Sir, that is the trend usually.
When the Government have the
power to appoint the chairman, the
chairman, normally, is an o —
whether in the service or ?e?i:h.
There is also another reason why I
feel that thig sort of trend, appoint-
ment of chairman by the Govern-
ment, is not very healthy. As I sald,
it makes the organisation more or
less a department of the Ministry. I
can understand the Government
having the right of approving the
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chairman. That would be something.
After all, the board which has bcen
appointed—and in which there are
nominees on behalt of Government—
can -certainly suggest a name for
chairmanship and Government can
have the right of approval. But I do
not understand why the power of
appointment of chairman should be
in the hands of Government. That, I
1ee:,, is rather not desirable. Besides
this, the Corporation has got a paid-
up share capital, in which the majo-
rity interest is non-government—it
may be co-operative institutions.
banks and insurance companies. The
paid-up share capital is Rs. 5 crores
out of which Rs. 2 crores have been
invested by the Government and Rs. 3
crores are invested by banks, insur-
ance companies and co-operative
societies. After all, even if you take
democratic principles into account,
the shareholders have a certain voice
as to who should manage the concern.
Here there is no question of the share-
holders having a wvoice. Though the
majority of the shareholders are non-
official, here the  appointment of
chairman is nmow compulsorily in the
hands of Government.

I know this Bill does not make
much change in the present Act. It
merely changes the names. As hon.
Members have said, here instead of
the Executive Committee, it is Central
Committee—practically the same—
and instead of managing director now,
there is a chairman with perhaps
much wider powers; then instead of
a manager, there is now a general
manager. So practically there is no
change, except these minor ones.

Then there is a restriction with
regard to borrowing—five times the
amount of the paid-up share capital.
Now, if the purpose for which this
Corporation is to be served, I do not
know why this particular limit has
been put. I know in the existing Act
the limit is much more. But what I
feel is that in a banking company, in
a credit institution, this limitation is
not reauired. The paid-up capital
of .a bank may be a crore of
rupees, but the borrowings may be to
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the extent of Rs, 20 or Rs. 30 crores.
It depends upon the institution's
credit-worthiness and people’s con-
fidence in the institution. They get the
money and can do the business by
advancing it to the right type of
business. If this institution has to
function on the lines as now envisaged
according to this Bill and according
to the views expressed, then I am
afraid the purpose for which this
institution had been formed will be
defeated.

4 pM.

There has been a certain amount of
criticism which I have been listening
to with regard to the building for this
particular institution. I fully agree
that at the present stage there is no
necessity whatsoever to have a sepa-
rate building for this institution.
After all, the institution is only five
or six years old and an institution
with only Rs. 12 crores does not
require a building costing Rs. 65,00,000,
It can still remain as one of the
tenants of the Reserve Bank Building.
I do not see why it should have a
separate building now.

Then there has been a certain
amount of criticism with regard to
the directors’ voting on the question
of assistance or advances to different
concerns. In the normal business
procedure, when any transaction is to
take place between the institution of
which he is a director and a loanee
company of wiaich he is also a direc-
tor or has such other interests, he does
not take part in the deliberations
over this particular matter. That I
can understand, but to make a bar
completely that no such person should
remain on the board of directors of
this institution is going too far, and
I do not think any commercial or
banking institution can serve its pur-
pose properly. You want people who
understand this type of work, 1t is
better to have people who understand
this business and in case he is
interested in some concerns, he must
not take part in the voting on matters
relating to issue of loans to those
concerns. I think that to bar any
director who is interested in any In-
dustry, completely is carrying things
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too far and that is not a very happy
thing to suggest.

There have been certain suggestions
with regard to the regulations, stafl
salaries, etc. etc. This is a separate
institution and must, therefore, ri~
as a separate body. It cannot have
regulations on the basis of what
obtains ln Government service. It is a
separate type of work and the Board
should be capable of handling the
situation and putting forward condi-
tions on the lines of those obtaining
in organisations of a similar nature.
Otherwise, you will find it difficult to
get the right and suitable type of
officers and staff. It is certainly an
autonomous body and let it, there
fore, function ag a separate, auto-
nomous body, and that, I feel, is very
important for the success of this
institution.

With regard to the pald chairman, I
forgot to mention it earlier. Even the
Sucheta Kripalani Committee has
only made a suggestion and it is this:

. “The selection of a proper per-
son for this responsible position
will be a matter of great import.
ance and nothing will be gained
by replacing the whole-time
managing director by a whole-
time chairman unless a man with
appropriate status, experience and
outlook s found."”

Uniess and until you are ablg to
find such a person—whole-time per-
son—it will not be desirable to change
the constitution for having a whole-
time chairman. I feel when the Gov-
ermnment comes out with a suggestion,
they must have found a person of
such capacity: otherwise, they will
not have come out with thig sugges-
tion. I am sure they will be able to
get a person of this standing, and
without that, the Government will
not come forward like this. T hope
they have a very good person who
will be able to look after the interests
of the institution in the best manner
possible,
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Shri Kamath (Hoshangabad): The
seven years' history of the LFC. is a
sorry, even sordid, financial and
administrative tale. The preamble to
the Act of 1948 runs as follows:

“The purpose uf the corporation
is to make medium and long-
term credit more readily avail-
able to industrial concerns in
India, particularly in circum-
stances where normal banking
accommodation is inappro-
priate. ...”

During this period of seven years,
this Corporation has done wvery little
to attain, or even follow, the objective
envisaged in this preamble. If we base
our judgment on the findings of the
Enquiry Committee which have been
reinforced by the audit report all
that it has done, this Corporation has
done, is that it has abused its powers,
indulged in nepotism and favouritism,
played ducks and drakes with the
poor tax-payers’ money in issuing
loans, and In administration, and
generally has justified the popular
appellation or description bestowed on
it, of “chorporation” and not “corpo-
ration”. It may be a new word in the
English language, but it may be
incorporated in the dictionary very
soon, the way some of our corpora-
tions are going.

An  Hon,
dictionary®

Shri Kamath: In the Queen’'s
dictionary, not the King's. From the
way some of our corporations are
going, they will be soon dubbed more
as “chorporations” than 2s corpora-
tions. I will not dilate un tnat aspect,
but will deal with this corporation
itself.

Member: In  whose

The Statement of Objects and
Reasons appended o this amending
Bill says that following the recommen-
dations of the LF.C. Inquiry Com-
mittee, 1953, organisational arrange-
ments in the corporation were r-vie v
ed by Government, etc., ete. I am sorry
to say that Government has not beer
honest In their review ot the arrange-
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ments in the light G. the recommenia
tions of the IF.C. Inquiry Committee.
Had it been more horast about this
matter,’ I have no doubt in my mind
that the major recommendations of the
Committee would n.* have been by-
passed or ignored, but wuuld have beea
incorporated in this amending Bill
The amending Bill, as my friend.
Shri Tulsidas, rightly observed, does
not make any departure or even any
fundamental change, in the original
Act. It is only, if I may say so, an
apology for an amending Bill. The
Government wanted to show that they
took some action. but they did not
take notice of the Inquiry Committee’s
main recommendations and they just
have brought in a pointless amending
Bili

If we look into the clauses of this
Bil], it will be seen that all that they
have dcne is to accept only one recom-
mendation about the stipendiary
Chairman for the Corporation. It is
unfortunate that the Corporation went
on its merry way for four years from
1st July 1948 to December 1952, when
the Corparation was brought under
the audit purview of the Comptroller
and Auditor-General. In 1953, we had
the Industrial Finance Corporation
Enquiry Committee. In four years—
from 1948 to 1952—they had already
wasted quite a good lot of our poor
country’'s money and after it was
brought under the audit purview of
the Auditor-General, it was found
how it was functioning. It has repeat-
ed a pattern familiar to this House.
The House made very serious charges
about various transactions. You are
very well aware, Sir, of the serious
charges brought against Government
in the notorious jeep scandal which
is now sought to be hushed up by the
Government. The comment that the
Prime Minister then made was that
the only scandalous part about this
matter was the use of the word
‘'scandal’. But just a year later or per-
haps a little earlier, the audit report
confirmed all the charges that had
been made on the floor of this House
against the Government in that trans-
action. I do not wish to illustrate this
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point by citing other transactions.
Here again I am reminded of the
debate in this House on the report of
this Enquiry Committee. I was not
present here but I had seen Press
reports. If I remember right, Shri-
mati Sucheta Kripalani said that the
Government were unable to under-
stand because her language was
moderate. She has used moderate
language. It is high time that some-
one used a language that the Govern-
ment would understand so that they
will act upon it; will respond to it.
That is why, Sir, I am deliberately
and advisedly and purposely harsh in
my criticism of this Bill, so that the
Government may take necessary
action and accept other amendments
embodying the major recommenda-
tiong of the Commitiee. I am reminded
of the Sanskrit poet who said:

fanas At TIaTHTE AT

The preamble to the original Act
was couched in very good language;
it had very laudable objectives. Some-
body set out to make an idol of
Ganesh or Ganapathi or Vinayaka.
But he proceeded about the matter in
such a way that ultimately what
resulted was a vanara, a monkey. The
Corporation at the end of its seven
years history is best described in this
manner. Vinayaka is one of our good,
big geds and he is worshipped for
warding off obstacles. But the Corpo-
ration is not like the Vinayaka; it is
a vanara. The Committee's report and
the audit report have served a very
good purpose, and I hope that the
Government will take note of it. But
the Government very rarely does!

Here at least we have got this
report of the enquiry committee.
There have been many cases where
enquiry committees’ reports had been
suppressed by the Government in the
public interest! God alone knows what
it is! Or perhaps the Prime Minister
knows! The audit report observations
(), (d), and (e) on the first page tell
us what the Corporation was doing.
If money has to be wasted like this,
public interest is not considered at
all, but when enquiry committees’ re.
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ports have got to be hushed up and
suppressed then Government excuses
itself on the plea of the public interest.

Here fortunately we have got the
whole text of the Industrial Finance
Corporation  Enquiry  Committee's
report as well as the audit report.
Things should be made clear in this
very Bill itsell. An assurance is not
enough. I do not rely on the assur-
ance of the Ministers; they have been
dishonoured in the past. Therefore, it
must be embodied in the Act itself,
and if necessary in the preamble also,
that medium-scale industries shall get
top priority as regards flnancial
assistance by way of loans. Otherwise,
people would be left in suspicion that
what Government likes to promote
are merely the big capitalists and
large-scale industrial concerns so that
whenever an occasion arises they can
get money from the rich and votes
from the poor. That has been the
familiar technique of the ruling party
in our country during the last so
many years. Since the dawn of
Independence they have got money
from the rich and votes from the
poor, If that sort of thing is not to
be continued, we hope that bodies
such as these which are entrusted
with so much financial power and
resources running into croreg shall be
properly controlled. We should see—
this Parllament should see—to it that
these are controlled through a Public
Corporations Committee of Parlia-
ment or In some other way exercising
definite overall control on the issue of
loans to industrial concerns.

I have got only one or two points
more; I will then close. I am sorry
that the Government slept over this
report for well nigh two years. That
itself shows that they were reluctant
to amend the measure. If they had
been more honest, they would have
certainly brought an amending Bill
much earlier. The delay and procrasti-
nation that has occurred in connection
with this Is reprehensible and I hope
it would not be repeated in future.
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It should be laid down categorically
tha* a loan should not be issued to the
director. It is one of the majo. recom-
mendations that a concern should not
be eligible for loans if a director is
interested in it. We find ncthing abzut
this in tiis avmending Bill. If it is
going to be incorporated in the rules,
I demand that such rules, directives
or instructions—whatever you may
call it—should be placed on the Table
of the House for consideration by this
House for being amended, adopted or
rejected. If that declaration is forth-
coming, then we will have at least
some assurance or some consolation
that the funds of the Corporation will
not be wasted as they had been during
the last few years.

I presume that the Government is
well and truly committed to the
socialistic pattern of society and that
the Avadi slogan of the ruling party
is not a mere hoax or sham. Here is
one of the tests by which it would be
judged if they are honest or they are
careering along the path of capitalism,
veiled as the mixed economy. It can
hardly be a socialistic pattern if there
is conflict between the two, and in-
consistency which will be difficult to
~econcile.

I hope that corporations like these
will work in such a way as will bring
about decentralisation of economic
and industrial power in the country
because that is the bed-rock on which
the socialistic structure should rest:
otherwise this Parliament will be con-
strained to say that the Government
professes one thing and practises
another, and the country will soon be
disillusioned.

In the end, I hope that when this
Bill is taken up for clause-by-clause
discussion tomorrow every clause will
be scrutinised very carefully and
amendments in the direction of imple-
menting the recommendations of the
Enquiry Committee and in the direc.
tion of removing the scope for irregu-
larities as envisaged in the Audit
Repm-twﬂlbelmepledbytheﬂmm_
I should also like to appeal to the
ruling party which holds a whip-hanu
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here, that in this matter of a basic
question of financial and economic
well-being of the country, it will not
issue any whip, and the Congress
Party members will be free to vote
on every amendment as their con-
science dictates.

Shri A. C. Guha: Sir, T think I can
take it that the House has generally
been agreeable to the main proposal
of this Bill. Many old stories have
heen httold here; stories which have
been recounted on this floor of the
House quite a number of times.

Shri A. M. Thomas: Even stories
once written by you.

Shrimati Sucheta Kripalani: You
started it. You set the ball rolling.

Shri A. C. Guha: May be. Sins of
omission and commission dore several
years ago have now been taken up
and the responsibility for these things
has been tried to be fixed on any
particular person even though he
might not have been in office during
the earlier years when some of these
things—sins of omission and commis-
slon—were committed.

Sir, after the publication of the
report and the Government resolution,
there was a debate in this House on
the Enquiry Committee’'s Report and
the Government resolution. Then 1
quoted from a speech of the Chair-
man of the Enguiry Committee. She
wanted to be moderate because “we
are dealing with the Industrial Corpo-
ration which is new to us”. Again
she says: “It is in a state of infancy
and so, we were moderate in langu-
age”. Now, out of motherly affection
it she wag kind and tender in writing
her report, it is no use repenting
now and accusing the Government of
not implementing things which she
did not put in the report, but might
have had in her mind.

Shrimati Sucheta Kripalani: 1 would
request the hon. Minister to read a
little further which shows that though
my language was moderate, the facts
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are there and those very facts have
now been pointed out by the Auditor-
General.

Shri A. C. Guha: Sir, I would like
to refer you to chapter IV of the
report. There are eight charges men-
tioned here. I should like to say that
bher Committee practically has exone-
rated the Corporation of all the
charges except in some minor matters.
Practically of all the main charges the
Corporation was absolved by this
Committee, except that in some minor
matters they have said that things
might have been otherwise or should
have been otherwise or something
like that. If you would kindly look
into this chapter IV of the Report you
will see whether I am correct or not.

Shrimati Sucheta Kripalani: Please
see chapter VIII for which a lawyer's
fee of Rs. 2,000 was given.

Shri A. C. Guha: Then, there are
certain matters regarding the distri-
bution of loan to concerns having
some connection with the director of
the Corporation. The present posi-
tion is, after the directive wag issued,
that there have been three such cases,
Two are co-operative socleties in
which one director of the Corpora-
tion Shri Varde is only a director and
as far as I have been able to gather,
his interest in those two co-operative
concerns, as regards holding shares, is
just nominal. There is only one other
concern in which a director of the
Corporation is the chairman—not a
managing director, not a managing
agent. He has got a loan of Rs. 25
lakhs in December, 1954. The member
concerned or the director concerned is
a Member of this House and, the
amount sanctioned was a paltry one.
I think due to his being a chairman—
not a managing director or a manag-
ing agent—it is not the intention of
the House that the Corporation should
close its doors to all such concerns.

Then, I would like to read out
something from my speech on the last
occasion. That is also regarding the
concerns connected with the directors
getting undue preference. In chapter
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IV, where the general charges were
considered in the Report, there also
they have mentioned these things and
in one of the passages the Report
says:

“It is not always very easy to
establish nepotism and favourit-
{sm.”

And, it the Enquiry Commitlee
ecould not have established any such
charge, how can now the Government
be accused of not having taken any
action on a charge which the Enquiry
Committee could not have been able
to establish?

Shrl 8. 8. More (Sholapur): Was
the Enquiry Committee a prosecuting
body?

Shri A, C. Gubha: It was not a pros-
ecuting agency, It was a machinery
set up by the Government to find out
the lapses of the Corporation.

Shri 8. 8. More: They indicated the
broad outlines.

Bhri Kamath: The Audit Report has
pointed out everything.

Shri Matthen (Thiruvellah): It is
for the Government to find it out.

Shri A. C. Guha: The Government
set up the Enquiry Committee.

Again, Sir, In the past also, except
perhaps one case, there has been
practically no other case where a
loanee company had any director of
thls Corporation with a considerable
Interest in  that loanee company.
Except for one gentleman the total
value of the interest of those directors
in the loans concern would be only
0105 per cent.

Shri Matthen: Of what?

Shri A, C. Guha: Of the total
capital of those loanee concerns.

Shri Matthen: So what?

Mr, Chairman: Order, order. That
is not the way of interrupting the
hon, Minister. Let the hon. Minister
develop hig point.
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Shri A. C, Guha: If the interest in
these loanee companies of all these
directors who are connected with
these loanee companies is only 0°1 per
cent. of the total share capital of those
loanee companies, I do not think it is
a serioug charge against the Corpora-
tion that it was particularly soft or
kind to such Directors.

Then, even in the Banking Com-
panies Act, the provision is that for

unsecured loans, money is not
advanced.
“Notwithstanding anything to

the contrary contained in the
Indian Companies Act, no bank-
ing company shall make any loans
or advances on the security of its
own shares or grant unsecured
loans or advances to any of its
directors or firms or private com-
panies fn which each or any of
its directors is interested as part-
ner or managing agent.”

So, this Corporation does not give
any loan to any partnership company.
It gives loans only to public limited
companies and not even to private
limited companies. It does not give
any unsecured loans. So, the obliga-
tion that is put in the Banking Com-
panies Act is fully observed by this
Corporation.

Then, there have been two sorts of
demands. On the one hand, some
Members have asked for more meti-
culous observance of banking princi-
ples and to be more careful about
giving loans, while others or in some
cases those Mcmbers themselves in
another context have advocated more
liberal disbursements of funds and at
least quicker dispersal of funds.
Quicker dispersal of funds surely re-
quires a relaxation of the technical
and legal formalities. When the Gov-
ernment set up an Enquiry Committee"
and when the Government has
accepted and implemented almost
all the recommendations in some
form or other, I think the Gov-
ernment has also accepted the
position that there was something
wrong or there was scope for improve-
ment in the working of the Industrial
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Finance Corporation. Now, the posi-
tion is, Government have implemented
the recommendations and have come
now before this House for changing
the Act for the implementation of the
two important recommendations of
the Enquiry Committee. As some hon.
Members have mentioned and you
also in a way hinted, I had something
to do with this Enquiry Committee. I
do not deny that responsibility and
when I stand here, I am fully con-
scious of wha I said during the debate
or even on many previous occassions.
I think the two recommendations
which we are implementing today are
the two major recommendations which
have changed the character of the
Industrial Finance Corporation. The
other recommendations are only with
regard to minor lapses or are more or
less in regard to procedural matters
which can be rectified at any time. Bur
the initial mistake was in the structure
of the Industrial Finance Corporation
and the very nature of its composition,
and that is going to be rectified by
this Bill. So, I think thig Bill is really
intended to make a fundamental
change not only in the outer structure
but also in the outloock and in the
mode of working of the Industrial
Finance Corporation.

Let me now come to some of the
suggestions made by some Members.
I am thankful to Shri Asoka Mehta
for the general support he has given
to this Bill and for some helpful sug-
gestions he has made. His main point
is that this Corporation is not going
for equity capital. That is in the Act
itself and that has been the decision of
this Parliament. It is no use accusing
the Corporation for that and unless the
Parliament decides to change the rele-
vant clause of this Act, the Govern-
ment or the Corporation would be
helpless in that matter. He has quoted
instances of several other industrial
finance corporations of different
countries. I would admit that there
are several categories and several
forms of finance corporations in dif-
ferent countries and their nature and
character would vary from country lc
country. In India, as the Chairman of
the Enquiry Committee on the last
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occasion has said, it is just more or
less on the experimental stage. It is
an infant institution that we have
been nursing now. We started
cautiously surely and we did not like
to take much risk. But I think there
might have been some reason for
changing the character of this Indus-
trial Finance Corporation and making
it also open for equity capital some
two years ago, but now that we have
got two other corporations more or
less of the same nature—the National
Industrial Development Corporation
functioning under the Ministry of
Commerce and Industry and the In-
dustrial Credit and Investment Cor-
poration which is more or less a
private concern and also having some
Government interests, these two bodies
will go for equity capital. So, I think
there is not so much reason for this
Corporation also to go for equity capi-
tal as it had to some two years ago.
But still, this Corporation can under-
write shares and if a portion of the
underwritten shares cannot be sold
outside they will naturally remain with
the Corporation. But it has not been
necessary so far to go to that sort of
business and the Corporation, as by
the Bill it is obliged to do, bas not
been able to transfer its loan money
into the equily capital. I hope Shri
Asoka Mehta will realise that with the
setting up of the two new financing
bodies, there is not much necessity for
this Corporation also to go for equity
capital. Anyhow, as we have been
changing the Act according to our ex-
perience and the exigencies of the
situation and according to necessity, if
further necessity would arise, it would
be open for the Governmen{ and for
this House to change the Act accord-
ingly.

Then, Shri Asocka Mehta has also «
mentioned the lack of technical and
supervisory stafl of the I.F.C. So long
as the LF.C. was depending on some
Government department or some
Government technician or specialist,
in that respect, the Commerce and
Industry Ministry was frequently con-
sulted. Sometimes, the Ministry of
Food and Agriculture or sometimes
some specialist or technician of the
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sovernment were also consulted as to
the suitability of the concern for get-
ting the credit. I know there was one
officer of an expert nature who was
advising the Corporation as regards
the industrial capacity and suitability
of the loanee company. The Corpora-
tion had one such officer and T do not
know whether that office is still being
held. Now, it may be necessary that
the Industrial Finance Corporation
and the State Financial Corporations
and also the two other finance corpo-
rations which 1 mentioned earlier—
tne Industrial Credit and Investment
Corporation and the Development Cor-
poration—may all combine in setting
up a sort of co-ordinated technical
advisory body or something like that.
Such a body may come up if there is
uny necessity arising, but 1 can
envisage that may be a necessity in
some foreseeable future.

Shri Asoka Mehta also mentioned
that the sixth annual report is not
quite exhaustive and that he is sorry
that the reports of the Corporation
are rather casual and are becoming
more and mare pithy and secretive.
But I can tell him that that is not
the Intention of the Government or
the Corporation. The Government has
already sent a directive and this re-
port was actually prepared when the
directive was sent to them. It was
published within two monthg after the
recelpt of the directive. [ can give
this assurance that the next annual
report of the Corporation will give a
sort of general review of the working
of the Corporation. Then, he also
mentioned about the co-ordination of
the State Financial Corporations and
the Industrial Finance Corporation
The Reserve Bank is the co-ordinating
factor; It supervises the activities of
all these State Financial Corporations
and the Industrial Finance Corpora-
tion. In September, 1954 the Reserve
Bank convened a conference of the
representatives of all these bodies;
agreed conclusions were arrived at in
that conference and these are being
fmplemented. I expect this year alsc
the Reserve Bank will convene a
simflar conference and I hope this
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convention will go on year after year:
and also it may be that the Reserve
Bank may find it necessary to convene
such conferences more frequently.

I am surprised that the hon, Mem-
ber mentioned that the total loan
given out to the loanee companies
would be less than 50 per cent. of the
paid-up capital. One company might
have a pald-up capital of Rs. 1 crore
but it might have wasted the entire
amount. Would it be proper to give
any loan to that concern? Moreover,
paid-up capital alone cannot entitle
that company to a loan of 50 per cent.;
the loan will be granted on the assets
of the company. 50 per cent. of the
assets is the basis on which this loan
is granted; it is not 50 per cent. of the
paid-up capital, I think that if we
proceed on the basis of paid-up
capital, it will be dangerious. No
financial body can proceed on that
basis.

He has also mentioned another
matter. Of course, I was referring
critically about the working of the
Corporation on many occasions on the
floor of this House. I also referred to
this, but I did not use the term “de-
concentration”, I can give you this
assurance that whatever opinion and
ideas I held then I hold even now.
But if the Industrial Finance Corpo-
ration is to function, it can function
only on the applicationg it receives.
If the set-up of the industrial struc-
ture of our country is such that
smaller units cannot act properly,
then it is not the fault of the Indus-
trial Finance Corporation and it can-
not rectify that. Somehow or other it
has not been possible for new com-
panies actually to make headway in
competition with the old ones. But
still he would find that the number of
new companies compares favourably
with the number of old companies—
if he cares to compare them—he could
not say that the Corporation was
partial to the old companies. The fact
would have been that old companies
might have greater assets.

Shri Asoka Mehta: It would be use-
ful if in the annual reports the names
of the managing agents are also given
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along with the names of the com-
panies, because otherwise it is very
difficult to find out the actual financial
position of any company.

Shri A, C. Guha: [ gave an assur-
ance just now about the annual
reports, but I think even in 1952 all
these details were published. All these
things were given on the floor of this
House. Anyhow I shall examine this
matter. Some technical difficulties may
be there. I cannot say it is just func-
tioning as a bank. Some of these de-
tails cannot be given, because that will
affect the creditworthiness of the con-
cerns. For example, certain concerns
have not been given the loan, if the
House asks why a particualr concern
has not been given the lean, we can-

Mr. Chairman: Last time also it
was held that the names of the com-
panies whose applications were
rejected should not be published.

Shri Asoka Mehta: I never asked
for these names.

Shri A. C. Guha: [ am just citing it
as an example. There may be certain
technical difficulties.

Shri Matthen: He just wants the
names of the managing agents in the
report.

Mr. Chairman: The hon. Minister
says that he will examine the sugges
tion and come to a conclusion. There
is nothing wrong in saying that.

Shri A. C. Guha: Shri Matthen and
some other hon. Members have men-
tioned about loans exceeding Rs. 50
lakhs. The recommendation of the
Enquiry Committee was that this
should be granted only with the
approval of the Government. But, as
I have stated in my Introductory
speech, Government does not like to
dilute the responsibility of the Corpo-
ration and its Board. They must take
the full responsibility of giving a loan.
If the loan goes wrong, it should not
be open to the Corporation to put the
responsibility of having sanctioned the
loan on the shoulder of the Govern-
.ment. Therefore, what we have pro-
vided is that before any such loan
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exceeding Rs. 50 lakhs is granted, tne

Corporation must inform the Govern-

ment and the Government may inter-

vene if necessary.

[Mg. DEpuTY-SPEAKER in the Chair]

All such applications came before the
Government and the Government
made very careful examination of
every case. During last year only two
or three cases came up before the
Government and we made careful
enquiries; not only that. We simply
returned the papers without making
any comments. If we had to say any-
thing against the grant of such loans,
surely we shall indicate that and I
am sure the Corporation will abide by
that directive or indication of the
Government. But we would like to
make it clear that the responsibility
for sanctioning the loan and its
recovery rests with the Corporation
and its Board. We do not like the
Corporation to put that responsibility
even in some cases on the shoulder
of the Government. We have not put
the recommendation of the Enquiry
Comimittee in that direct form, but
still we have taken sufficient power
and whenever necessary we shall
intervene and stop the grant of such
loans. I think that the House will
agree that this will be a better posi-
tion than what has been suggested by
the Inquiry Committee.

I have already replied in another
connection to Shri Asoka Mehta's
point about certain industrial concerns
being altogether excluded from eligi-
bilily. [ have mentioned how many
concerns connected with Directors
got the loans during last year. But
I should also like to refer to the
Government's resolution embodying
what restrictions the Government
have put and what are the provisions
in the Banking Companies Act. I hope,
you will agree that we have taken
sufficient precaution In this marter;
and if at all the Corporation 1s to
function, it cannot go beyond the
restrictions put in the Banking Com-
panies Act. The Corporation has to
function in a very difficult position. It
has to foster industries. So, to some
extent, it will have to take some risk.
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Mr, Deputy-Sneaker: Is there an)
difference between a private bank
and a State Bank” In a private bank
there are sharehulaers who have
invested their money. What about a
State Bank where the property is the
State’s?’ Other people who have not
contributed a pie are in charge ol it.

Sbri A. C Guba: It is not a State
Bank. Only 40 per cent. of lhe shuares
are held by the Government. Sixty per
cent. of the shares are held by private
parties.

Mr. Depuly-Speaker: Then, how is
it that all these Irregularilies took
place?

Shri A, C. Guka: In any bank or
any other institution there may be
irregularities. There were some irregu-
larities, We set up a committee and
w~e are trying to rectify the defects.

Shrimati Sucheta Kripalani: No
directives were sent.

Shri Kamath: Punish the gulilty.

Shri A. C. Guba: Previously one
directive was Issued. That was a lapse
on the part of the Government. But,
the Corporation is not responsible,
Since the publication of the Govern.
ment resolution, I think we have issueq
several directives. Already, on ftive
different matters directives have been
issued to the Corporation by the Gov-
ernment, [ can assure this House that
whenever necessary Government will
surely Issue directives to the Corpou-
ratlon and will not leave the Corpo-
ration as before without any directive
from the Government, '

I think I have more or less cov:red
all the points mentioned by the Chair-
man of the enquiry committee. I shall
now go to some other points. Shri
Mohanlal Saksena had mentioned
about the Fund advanced to this
Corporation by the Gandhi Smarak
Nidhi. He also mentioned in thig con-
nection that we should remember the
hallowed memory of the Father of the
Nation. It is a matter for the consi-
deration of the authorities of the
Gandhi Smarak Nidhi who have in-
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vested the money in the Indusunal
Finance Corporaticn, they must have
found it to be & safe Investment. The
Industrial Finance Corporation is just
1 banker in that respect for the
Gandhi Smarzh Nidhi and it has no
other responsiLility 25 (o how {le
Gandhi Smarak Nidhi will utlizse that
fund.

Some Membe1: asked why the last
Managing Director was allowed to
continue. It was » statutory obligation.
Under the Act, the Managing Director
was appointed for four years. We can-
not reduce that period even by one
day unless we changed the Act. Then,
[ should like to remind this House of
one thing. In the whole report, has
there been any suggestion as to the
Managing Diretor having indulged In
any dishonest or corrupt practice
having acted in a dishonest manner?

Pandit Thakur Das Bhargava: May
I know if it is the intention of the
hon. Minister to say that if any person
in the position of the Managing Direc-
tor misgehaves and ~aisbehaves very
seriously., the Goverament shall sit
with their hands tie? and do nothing
against him because the contract is
there?

Shri Asoka Mszhta And promote
him?

Shri A. C. Guba: The hon. Member
hag raised two questions. The first is
that the contract is there and the
contract has be:n approved by this
House.

Pandit Thakur Das Bhargava: What
then? His conduct was such....

Shri A. C. Guha: 1 say contract.
The Managing Director shall hold
office for four years.

Pandit Thakur Das Bhargava: He
cannot be removed at any other time
for any reason whatsoever?

Shri A. C. Guha: No.

Pandit Thakur Das Bhargava: That
is a very wrong interpretation.
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Shri A. C. Guha: That is the inter-
pretation of the highest legal authority
of the Government.

Shri Asoka Mehta: You appoint the
Chairman; can he not be removed?

Shri T. N. Singh: Does the hon.
Minister. ..

Mr. Deputy-Speaker: Order, order
One Member at a time please. Doe.
the hon. Minister say that even if h
is convicted and seny to jail, he cor
tinues to be the Managing Director’

Shri A. C. Guha: I am coming to
that. The hon. Member has raised two
questions. One is the termination of
contract and another is the conduct
of that person. I am dealing with the
termination of the contract, In this
Act under which he was appointed,
we could not have terminated his con-
tract one Jay before 4 years.

Mr, Deputy-Speaker: If he does not
carry out his duty? Any contract can
be terminated for the default of either
party or by consensus of opinion
between the two, by agreement. If one
party commits default, the other ecan
see that it is broken.

Shri A. C. Guha: Then comes the
question of his conduct, not contract.

Mr. Deputy-Speaker: for mis-
conduct he can be removed.

Shri A. C. Guha: Under section 13
of the Act, the Central (Government
may at any time remove the Manag-
ing Director after giving him a
reasonable opportunity of showing
cause against the actlon proposed to
be taken in regard to him. The ques-
tion of his conduct comes, 1 would
like hon. Members to read the report
carefully. Has there been any sugges-
tion anywhere in the report that the
Managing Director has acted In a dis-
honest manner? I put the question....

Shri Dhulekar (Jhansi Distt.—
South): Why do you refer to the
report?

shri A. C. Gaba: I shall refer to the
report.

27 JULY 1955

Financial Corporations 8684
(Amend-ent) Bill
Shri Dhulekar: Why not refer to
the conduct of the Ministry who did
not see these things?

Shri A, C. Guha: The Government
set up a commitlee for fnding the
lapses of the Corporation. The Govern-
ment are implementing the recom-
mendations of the Committee. I put it
to the Chairinan herself; has she put
in the report any passage anywhere
suggesting that the Managing Director
was dishonest or corrupt in any deal-
ing? I wait for her reply.

Mr. Deputy-Speaker: I say he is in-
:apable, absolutely useless in the dis-
*harge of his duty. Even then the
Fovernment is helpless?

Shri A. C. Guha: How can I come to
the conclusion that he was absolutely
useless in the discharge of his duty?

Mr. wepury-Speaker;: The Glass
Worlkss; simultaneously different rates
of interest were there.

Shri A. C. Guha: I think some Mem-
bers from the other side also men-
tioned this. Not only were there some
irregularities on the part of the Cor-
poration, oput tnere were some lapses
on the part of the loanee company
which were responsible for all these
delays and all things which happened.
I can understand if anybody says that
the Managing Director of the Corpo-
ration as such did not act wisely in
certain matters. As regards the Sode-
pur Glass Works, I agree there may
have been some lapses in making a
correct appraisement of the whole
situation. But, that does not mean that
the man on duty can be stigmatised
as having done something criminal. I
agree there were some errors of judge-
ment and lapses.

Shri T. N. Singh rose—
Mr. Deputy-Speaker: Let him go on.

Shri A. C. Guha: There were lapses
on the part of the Corporation as
embodied in the Government Resolu-
tion as also on the part of the com-
pany. For that the company and the
promoters of the company are going to
suffer. The Corporation also should
suffer.
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Pandit Thakur Das Bhargava: There
are many observations in the report
itself which speak about the conduct
of the Managing Director and those
observations are enough to dismiss
any person. The lapses on the part of
the company stand by themselves. For
two years you keep him and spend
Rs. 2,000 on legal advice to regularise
his wrong and lllegal exercise of
powers.

Shri A. C. Guba: Pandit Thakur
Dasg Bhargava is an astute lawyer, 1
would ask him to scrutinise the report
and find out what are the charges
which this report places against the
Managing Director.

Shri T. N. Singh: During the last
debate, when one Member after an-
other got up and criticised the con-
duct of the Managing Director, the
Finance Minister sald that he then
envisaged a change in the constitution
of this Corporation. It is one thing to
say that because of the legal difficul-
tles, he proposed a change.

Shri A. C. Guba: The change is
before the House.

Shri T. N. Singh: The Government
Resolution is there. He indicated that
the Governmnt were of the view that
the Managing Director should go and
some one else should come in his
place. That was an acceptance of the
general opinion expressed by the
House, Now, the hon. Minister here is
labouring some other point which may
bring out other charges. I would very
humbly request him not to go into
that question. It is best to bury them.

8 ra.

Shri Sadhan Gupta: May I know It
the Minister is basing fus opimion om
the opinion of the Bombay advocate
against the report?

Shri A. C, Guha: I am basing my
opinion primarily on the report of the
enquiry committee and then also I
take Into consideration other things.
But [ would challenge Pandit Thakur
Das Bhargava to find out anything,
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any definite allegation against the
managing director from the report.

Pandit Thakur Das Bhargava: [
shall find out and then tell you.

Shri A. C. Guha: All right. Find out
and tell me.

Dr. Jaisoorya: Page 1 of the audit
report is enough.

Shri A. C. Guha: The audit report
will go before the Public Accounts
Committee and then come for discus-
sion here. I do not like to go into it.

Dr. Jaisoorya: Can the managing
director exceed the powers delegated
to him?

Mr. Deputy-Speaker: The hon.
Minister is of opinion that it is not
definite, and he does not come to any
conclusion, 1f there is any definite
finding in the report that he is guilty
of misconduct and therefore ought to
be removed, he would like to know.
Therefore, he is entitled to have his
own opinion. Hon. Members are
entitled to have their own opinion.

Shri Gidwani: A certificate has
been given to him that he is wvery
competent,

Another point also. ..
Shri Asoka Mehta roge—

Mr. Deputy-Speaker: He does not
yield.

Shri Asoka Mehta: Will you permit
me to interrupt you for a minute? In
clause 13 of the principal Act it is
provided that the Central Government
can remove a director from office.
They can also remove the managing
director.

Shri A. C. Guha: | nave myself
read out that clause.

Shri Asoka Mehta: That power is
there. There Is no question of dismis-
sing a person. It is a question of
Government saying: “We are not satls-
fled with you". Why was that not
done?
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-8hri A. C. Guha: I wish Shri Mehta
would know the implications of any
action being taken in regard to him
“after giving him a reasonable oppor-
tunity of showing cause against the
action proposed to be taken against
him”, What are the legal and techni-
cal implications of this phrase? It is
very difficult to remove even a peon.
I cannot remove even a peon. Even
the case of removal of a peon would
g0 to the Public Service Commission.
Such are the legal technicalities.

Mr. Deputy-Speaker: Assuming he
is removed, all that the Government
would have to pay is what they have
paid to this man all these months.
Would it not have been better to pay
him even and get rid of him instead
of allowing this man to continue
against whom so much is said? Since
the hon. Minister is convinced...

Shri A. C. Guha: After the report
of the enquiry committee I dd not
think there has been any accusation
against him.

Shri Asoka Mehta: Audit report.

Shri A. C. Guha: Those matters are
all pre-enquiry committee cases.

shri T. N. Singh: I think you are
incorrect. The question of the lawyer's
fees of Rs. 2,000 is subsequent to the
report.

Shri A. C. Guba: When they deal
with Rs. 20 crores...

Mr. Deputy-Speaker: Is it a mis-
conduct judged from what he has
done?

Shri A. C. Guha: I am not here to
defend the conduct of any person. I
only take my stand on the enquiry
committee report. If the enquiry com-
mittee had definitely indicated and
made certain recommendations against
the managing director, then only
would Government have been able to
take certain action against the manag-
ing director. But the enquiry com-
mittee did not make any such recom-
mendation. It made no definite allega-
tion against the managing director.
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Su, I do not think it would be fair
for the House to accuse now the
Government. There are certain Mem-
bers of the House who were on the
enquiry committee.

Shrimati Sucheta Kripalani: May I
make a submission? I am indeed very
sorry that I took into consideration
the infancy of the Corporation and
used moderate language in the report.
During the last debate I said that the
committee, not 1 alone, went per-
sonafly and made many disclosures
before the Finance Minister. If the
hon. Finance Minister thinks the only
charge that can be made against an
officer is the charge of making money,
then certainly we did not make any
charge of that kind. But the chapter
on Sodepur Glass Works is an indict-
ment against any administrative
officer which makes him unfit to hold
that post.

Shri A. C. Guha: That is why we
have brought his contract to a con-
clusion.

Shri Gidwani: May I enquire...

Mr, Deputy-Speaker: Order, order.
We must finish this debate. I will not
allow the hon. Member to enquire,
How long is he going to do it?

Shri Gidwani: I only want to ask
whether a certificate of goed conduct
and efficiency has been given to him.

Shri A. C. Guha: That is not by
the Government. If the Board feels
that the managing director acted pro-
perly, it is open to the Board to give
him a certificate. That is not given
by the Government. I have no infor-
mation about it. Anyhow, the manag-
ing director is gone. So, it is no use
raking up all these old things. My
only point is that if there had been
a definite charge against the manag-
ing director, then it would have been
open to the Government to take some
action or not. (Interrv-—=»

Mr. Deputy-Speaker: Time was
given till the end of this day for this
debate. We have to start the other
stage, clause by clause, tomorrow.
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[Mr. Deputy-Speaker]
There is no meaning in interrupting.
We will finish it jn about ten or fifteen
minutes.

Shri A. C. Guha; [ will not take 20
minutes, [ shall take only about ten
mirutes.

Mr, Deputy-Speaker: Hon. Members
will kindly stay in their seats.

Shri A. C. Guha: I think Shri Tulsi-
das has mentioned something about the
corporation having its own building. I
do mot think there has been any defl-
nite decision on that matter. Only the
corporation might have secured a plece
of land, and if it constructs a building,
it will be a revenue earning thing.

Shri Tulsidas has objected to having
a whole-time chairman. The Act does
not make it obligatory to have a whole-
time chairman, It only mentions that
there will be a chairman appointed by
the Government. There is nothing in
the Act as to whether he would be
whole-time or part-time. But I can
tell the House that for the present
it may be necessary for the Govern-
ment to appoint a whole-time chair-
man. If later on we find that it is not
mnecessary, then he may not be a whole-
time chairman, There is nothing ob-
ligatory in the Act.

Mr. Deputy-Speaker: On the other
hand, there is a complaint that he is
“not going to be whole-time,

Shrl A. C. Guha: That {s the difm.
culty T have mentioned. There have
been complaints on both sides. Some
say it should be more strict. Some say
it should be more liberal. A number
of Members have mentioned that
there should be more government con-
trol, but Shri Tulsidas says it should
not be converted into a department of
the Finance Ministry,

Pandit Thakur Das Bhargava: You
are in a safe position.

Shri A. C. Guha: Safeguarded by
you,

I think Shri Tulsidas is not quite
correct in saying that the Executive
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Committee to be changed into Central
Committee is just a change in name.
The two different names carry two
different connotations. The Executive
Commillee according to the present
Act had certain statutory authority
which the Central Committee would
not have. I think the connotation of
the two differeat words “Executive”
and “Central” would also be clear to
the Board and the Board will not give
s0o much authority to the Central Com-
mittee as was enjoyed by the
Executive Committee.

Shri Sadhan Gupta has mentioned
abeut lack of policy. I can only say
that the Industrial Finance Corpora-
tion can only act within the four cor-
ners of the industrial policy of the
Government, and that policy has been
fixed in the 1948 declaration and the
Industrial Finance Corporation was
working within the limits of that
policy.  So, there is no question of
lack of policy on the part of the In-
dustrial Finance Corporation.

He has also expressed the apprehen-
sion that the chairman may be a big
businessman, This apprehension he
says has come to his mind due to the
Government's outloock. The Govern-
ment's outlook is there. I cannot
change the outlook overnight. If he
apprehends that Government outlook
is such that there must be a big busi-
nessman, that is for him to have that
apprehension, but I can assure him
that for the present we are not going
to appoint a big businessman.

Shri T. N. Singh: What about failure
of this Corporation to make rules?

Shri A. C. Guha: I think they will
rectify all these things now.

Pandit Thakur Das Bhargava: Gay-
ernment will make the rules now.

Shri A. C. Guha: I can only speak
for the future. It is no use always
discussing the past.

Shri T. N. Singh: What about rules
for the future to be framed by Gov-
ernment? Are they doing it?
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Shri A. C. Guha: We shall do it
whenever necessary.

I think Shri Mehta asked that the
name of the managing agents or
directors may also be mentioned in the
annual report. I think it will be
possible and we shall see that the nexi
report may contain more information
and may really give a general review
of the working of the corporation.

I think I have morc or less covered
all the points.

Dr. Jaisoorya made certain points.
He said that only one directive had
been given up to the time of the en-
quiry committee report. I have al-
ready admitted that the Government
did not issue proper directives to the
corporation, but now I think Govern-
ment will issue directives whenever
there is necessity to do so. He has
suggested, just sitting side by side
with Shn Tulsidas, that Government
should have more directive and super-
visory powers over the corporation.
Sitting on the other side of the gulf,
Shri Tulsidas has suggested that there
should be less supervision and control
by Government. Anyhow, we shall

Shri Kamath: To bridge the gulf?

Shri A C. Guha:. . .to go through the
gulf.

Shri Kamath: The socialistic pattern
will go down the gulf.
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Shri A. C. Guha: We shall neither
gn to Scylla nor to Charybdis.

[ have practically tried to meet all
the objections. And hon. Members have
more or less supported the present
Bill, So, [ hope the Bill will be passed.
[ also hope that their apprehension of
the past repeating in the future will
be belied. There need not be any
such apprehension. We expect the cor-
poration will work properly. My own
sporehension is that the corporation
may not find enough work......

Shrimati Sucheta Kripalani: Not
find enough work?

Shri A. C. Guha: Yes, not really
enough work. There may not be suffi-
cient number of applicationg before
the corporation. I feel that the cor-
poration should have more number of
applications than it has at present,

With these words, I commend the
Bill for the acceptance of the House.

Mr. Deputy-Speaker: The question
is:

“That the Bill further to amend
the Industrial Finance Corpora-
tion Act, 1948, and the State Fin-
ancial Corporations Act, 1951, be
taken into consideration.”

The motion was adopted.
The Lok Sabha then adjourned tll

Eleven of the Clock on Thursdey the
28th July 1953.
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