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MOTION RE ECONOMIC SITUATION

The Minister of Finance (Shri C. D.
Deshmukh): T beg to move:

“That the present economic
situation in India be taken into
consideration.”

I welcome this opportunity, ahead of -

the Budget session, of placing before
the House the central points of Gov-
ernment’s economic policy and taking
counsel with the House. Economic
policy is not an end in itself but a
means to an end; it has to subserve the
broad ends of public policy and to as-
sist in the evolution of the type of
soviety which the country has set be-
fore itelf. And, therefore, in this con-
text, one has to consider what the broad
aim of public policy is. Now, that has
been set out in the Directive Principles
of the Constitution.
[Panpir THAKUR DAs BHARGAVA
in the Chair]

These represent the will of the nation
and not the creed of any individual or
any party or the dogma of any section.
And, so long as they remain in the
Constitution, they must govern the
over-all policy not only of this Govern-
ment, but whatever Government there
may be in future. I mention this be-
cause in the current controversies of
government policies this fundamental
point is apt to be overlooked.

The objectives set out in the Cons-
titution require that a determined effort
should be made for the abolition of
poverty, for raising the standards of
living and promote a greater measure
of equality amongst the wvarious sec-
tions of the population, The methods
employed to secure these ends must ne-
cessarily differ from time to time and
there cannot be any complete unani-
mity about this. Buj, I do not think
anybody will disagree that there can be
no differences of opinon regarding the
ends to be achieved. Subject to this
broad consideration, the enunciation
of policy has necessarily to be deter-
mined by practical conslderations and
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by any doctrinaire approach. In mo-
dern conditions, particularly in a State
which, like ours, has set before itself
an ideal of a Welfare State. there can
be:me complete antitnesis between pub-
lic and private enterprise, nor any di-fer.
ence of opinion about the needs for
the regulatory functions of the State.
It is inevitable in a democratic system
that within the provisions of the
Constitution, subject to the sovereignty,
direction and control of Parliament,
Government must determine what is in
the public interest and how best to
secure it. I venture to emphasise this
because, in the discussions in the busi-
ness world about economic policy, there
is often an under-current of feeling
that public ownership or public control
is at best an avoidable evil. I am
afraid, it is not realised in these circles
that the days of leissez faire are past.

* The principle aim of economic policy
in an under-developed country, apart
from any Directive Principles in the
Constitution, must be to promote deve-
lopment so as to raise the standards
of living and to create, as quickly as
possible, conditions in which full em-
ployment is reached and maintained.
So far as we are concerned, this policy
has been enshrined now in the Five
Year Plan. It is not as if the Plan is
completely rigid and inflexible because
the economic situation changes conm-
stantly within the country as well as
odtside. And, it is necessary to take
these changes into account from time
to time, which means that economic
policy has to be constantly reviewed
and re-adfusted, and that, therefore, it
has both a short-term and a long-term
aspect.

Now, the long-term objectives of eco-
nomic policy in any modern State are
an increase of the national income,
high and stable levels of employment,
provision of certain minimum standards
of services to all, in the matter of edu-
cation, health and avusing and economic
and socfal justice. These provide the
long-range horizon which the Planning
authorlty has constantly to keep in
view.
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But, there are also short-term objec-
tives which vary with ecircumstances
and, what is more important, there is
often a measure of conflict between
short-term and long-term objectives.
For instance, the attempt to push up
investment rapidly may create an agyte
gcarcity of consumer goods, while a
curb on inflation may for a time react
adversely on production and employ-
ment. Similarly, if any immediate in-
crease in production is desired, higher
prices and larger profits may oifer pro-
mising results, but this might aggravate
economnic inequalities, besides having
other adverse effects. Again, employ-
ment in a particular line can be safe-
guarded or even increased if considera-
tions of productive efficiency are wai-
ved, but this may be prejudicial over
a period to the growth of zggregate
national product. Again, there is the
question of agricultural prices. There
may be s conflici betwen sghort-term
and long-term objectives, and hence the
need to strike a balance or vary or
adjust it from time to time. Lower
prices, for instance, are desirable for
fixed income groups, also for prevent-
ing a sudden upsurge of inflationary
pressure as public expenditure goes up,
and over g period, accent would be on
preventing inflation, but in the short
run, low prices, especially g sharp fall
in prices, may become a dis-incentive to
the very increase in production that we
desire. There must also be, it is
recognised, a reasonable party between
prices for the primary producers and pri-
ces for the manufacturer. Inequalities of
income must not be allowed to widen
through a sharp reduction in agricul-
tural prices. Therefore, there iz often
a case for judiclous intervention by the
State. This matter, I might add, has
been under the Government's consi-
deration, and Government's policy will
be announced very shortly.

My point in giving these illustrations
{s to show that granted that the long-
term objectives are met, the accent of
the policy must shift from time to time
between one objective and another in
the light of short-term situations. Con-
siderations of this character were taken
fully into account when the First Five

- views. 1
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Year Plan was formulated. The Plan-
ping Commission took, as a starting
point, the fundamental rights and
Directives of State policy enun-
ciated in the Constitution. But
while keeping one eye on these,
it had, so to say, to |keep
the other eye on resources and im-
mediate possibilities, It was required
to attempt a synthesis of these two
quote the Commission’s
terms of reference:

“To determine the priorities in
development and to formulate a
plan for the most effective and
balanced utilisation of the coun-
try’s resources.”

I venture to think that the Flan has
been widely accepted as a fair aitempt
to reconcile the various ends of policy
consistently with the resources avail-
able. Economic policy, since the initia-
tion of the Plan, has been geared now
to the implementation of the Plan, and
it must remain so for the rest of the
Plan period, and the same will hold
good in respect of future Plans, but it
has to be borne in mind that the pre-
sent Plan 1s intended to be a first
step towards a bolder and more com-
prehensive planning so that the econo-
mic policy we now pursue musthave
a dynamic and forward-looking charae-
ter. I shall not go into detail in regard
to the progress of the Plan, because that
is to be discused separately in another
debate, but I should like to make a
few general observations,

The House will recall the eronomic
situation when the Plan was first for-
mulated. The improvement in the eco-
nomy that has taken place is apt to
make us forget under what limitations
the first start had to be made. If there
is impatience now with certain aspects
of the Plan or with the economic policy
underlying it or of the progress made,
that is a measure of the confidence that
we have gained and of the realisation
that the country could so ahead much
faster, and I am sure the House will
be pleased with this conclusion. The
immediate question for all of us is how
best to accelarate the development and
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the capitalisation on the gains recorded
which ace, I shall not go into detail,
very considerable in the face of the
great initial difficulties that had to be
surmounted. From the progress report
the House is aware that the rate of pub-
lic spending has been bslow expecta-
tions. In the first three years, only
about 40 per cent. of the expenditure
proposed over the five-year period was
incurred. There were several reasans
why the Plan stirted with a low rate
of spending, and to some extent, it was
unavoidable, for our administrative and
other machineries had to be geared
through to new comprehensive deve-
lopments and it was not always an easy
transition from the ordinary adminis-
tration to the administration re-
quired for a welfare State and no-
thing like the comprehensive
Plan that was drawn up was known
in the past. Then.themerpro:ects
take Some tlme to get under way, and
considering the inflationary situation
we started with, we had to proceed
with caution, but the situation has now
altered completely. We recognise now
the need to go ahead faster not only
because we must reach as near the
target as possible but also because we
Kave to undertake a much more rapid
development in the next five-year
period. It is too early yet to say
whether the Plan expenditure this
year will come up to the high level
we kave envisaged. Every effort is
being made fo see that no schemes
which are worthwhile and have been
properly. worked. out, lag behind for
want of finance or on acrount of pro-
cedural delays. Central assistance upto
the limits defined in the Plan is being
sanctioned to the States, and the Plan-
ning Commission is prepared to agree,
and has in fact approved a number of
Cenirally assisted schemes for States
which are in a position to carry them
tarough, some of them being specifically
almed at alleviating the unemployment
situation. and the current indicies of
money supply. and the price, produc-
#an and of puyment flgures,
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should welcome an increase in publie
spending.

Now, I come to the ather important
aspect of the Plan which was not for-
mally included in the Plamn, namely,
the private sector. In the last three
years, here also substantial progress has
been achileved, and judging from the
trends in housing cpnstruction, the im-
port of machinery and capital goods
from abroad, the increase in the
domestic production of capital goods,
the off-take of raw materials and the
level of bank lending, private invest-
ment may be considered 10 have been
fairly good although as in the public
sphere, much more perhaps could have
heen done. That brings me to a matter
which has been agitating the pub-
lic mind for some time and in which,
I know, the House is very interested,
aamely, the role of the private sector
in our economy. I mentioned earlier
that our approach to economic problems
is not doctrinaire but practical or prag-
matic. I veniure to suggest that the
Industtfal Palicy Resolution of 1948 is
an apt illustration of this approach al-
though it was enunciated before the
Constitution took shape and before we
started thinking in terms of Five Year
Plans. The objective of Government
policy. has been stated in that Resolu-
tion in the following clear terms:

“The nation has now set itself to
establish a social order where jus-
tice and equality of opportunity
shall be secured to all people. The
immediate objective is to promote
a rapid rise in the standard of Mv-
ing of the people by exploiting the
latent respurces of the country’s
increasing production and offering
opportunities for all for employ-
ment in the services of the com-
munity.”

The Resolution goes on to stress that
“mere. redistribution of existing wealth
is no solution.” It says: “It would
merely mean the distribution of pover-
t%, The Resolution further says: “A
dynamic national policy must, there-
fore, be dimected: to 2 continuous. in-
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crease in production by all possible
means side by side with measures o
secure its equitable distribution.” The
Resolution laya down that the manu-
facture of arms and ammunition, the
production and control of atomic energy
and the ownership and management
of rail“Trahsport shall be the exclusive
menopoly of the Central Government.
In the case of industries like coal, iron
and steel, aircraft manufacture, ship-
building, manufacture of telephones,
telegraphs and wireless apparatus and
mineral oils, the State is to be exclu-
sively responsible for the establishment
of new industries, excapt where it feels
that the participation of private erter-
prise is necessary in the public interest;
and in the event of such participation
by private enterprise being found neces-
sary, it will be subject, states the Reso-
lation, to such control and regulation
as the Central Government may pres-
cribe. The rest of the industrial fleid
is left open to private emterprise, but
the State’s right to participate progres-
slvaly is provided for.

The Planning Commission has in its
report endorsed the approach indicated
in the Resohition. Government stand
by that policy and nothing that has
tinppened since it was laid down has
tndicated any need to change it, al-
though there might be shifts of empha-
gds trom time to time. Now, one hears,
talks, often, of mixed economy. At
least. I am not happy about this phrase
as indicating any special or static con-
dition of economy. AH economies,
even the mmst socialised, are to some
extent mixed, and so are economies
which rely in the main on private en-
terprise, Even advanced countries
have under pressure of circumstances,
to correct through State action some
of the shortcomings of private enter-
prise, and this is both the right.
and ] venture to think, the duty
of a democratic State responsible for
public welfare and answerable to the
people. The very fact that full employ-
ment has been scdcepted as the goal of
policy all over the world, and that Gov-
amments ere expected to follow anti-
eyclical policies messts thaft they must
Bave at their disposal mesny: for regd
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lating the level of economilc activity.
In under-developed econothiey Wwhere
the resources, BAnancial as wéll as
managerial at the disposal of the com-
munity are limited, the responsibilities
devolving on the State ate inévitably
greater,

Now, planning for develépment im-
plies much more than planning within
a given sotio-etSromic framework. It
involves charigés tomsciotsly made in
the frameéwork fHself. This problem
was comsidered wheéfi the first Plan was
formulated. A high rate of capital for-
matihn in an under-deéveloped eccnomy
eannot be sustained without some
structural changes becoming necessary.
The lesson of experience in other coun-
tries which have seécured a rapid deve-
lopment is that the instrument of public
ownership snd control in respect of
certain strategie sectors is necessary,
besides the usual techniques of taxation
and borrowing if the process of plough-
ing beck the increase in national oufput
is to be accelerated. In a democratic
country it is of course mnecessary to
avoid excessive centralisation and to
develop on co-operative lines. That
is why over g wide-fleld in agriculture,
in trade in gmall-scale industries,
maximum stress has to be laid on co-
operative organisation. Even so, the
public sector has to take on increasing
respongibilifies. This is what the Plan-
ning Comimigsion has said on the sub-
ject:

“It is clear that in the transfor-
mation of the economy that is cal-
led for, the State will have to play
a crucial role; whether one thinks
aof the problem of capital forma-
tion, or of the introduction of new
techniques, or of the extensions
aof social services, or of the over-all
alignment of the production forces
ang class relations within society,
one cothes inevitably to the conclu-
sion thiat a rapid expansion of the
econdmic atid socldl responsibilities
of the State aloné will be capable
of satisfylng the legitimete expec-
tations of the péople”

In other wordd, tHe miIxed economy
ia not oot o WIl: ik rel#fivE propor-
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tions in the mixture remain uncha

In fact, they must change, Thenf:;’é
at which they change, or the lines along
wfhlcl; the State undertake responsibili-
ties is a matter to be decided upon by

the facts of the

requirements
any plan for development, -

panding economy  the

opportunities
must in the aggregate keep growing. It
Is not correct to assume that any ex-
tension of one sector is necessarﬂ; an
invasion of the other, or g contraction
of its opportunities. To my mind, Sir,
there is no basis incompatibﬂny, bet-'
ween_the Public and the private sector
In this respect, one often comes across
two_ mutually contradictory lines of
tl.;r::cls? b::: that the private sector
no left enough scope or Te-
sources and two,
e oo m, that the private sector

In the Plan,
sector was placed at Rs,

lay of about Rs, g,

. 06
investment in 9 crores. Now

§ the private sector

I said, was estimated, at in rc;u:;
figures, Rs. 1,800 crores.  Therefore,
the totgl investment in the ecOnom:;

Rs. 3,500 and

more rapid rate

e public than in the
private sector., Er, the invest.

ments in the public sector r

social qve;heads like Irrlgaﬁon@;z:::rt
rehabilitation of railways and' certalr.;
basis industries, like fertilisers, iron
and steel, locomotives, railway coaches
etc. In other words, judged in term;
of economic and social importance, In-
Vestments in the public sector are of
a trily strategic significance. It ig
difficult to see how it could be argued
that the public sector is losing relative-
1y to the private sector, Then, it must
be stressed that the private sector em-
braces 3 wide variety of economic acti-
vity, including agriculiure, large scale
_tnd small scale industries, trade, bank-
ing, housing construction, ote, It is
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misleading to speak of th private sector
as if it represents only a few big indus-
trial commercial, financia]l enterprises.
In the Plan, the estimated investment
of Rs. 1,600 crores in the private sector
relafed to these wide felds. Invest-
ment for industrial expansion was esti-
mated at Rs. 233 crores. This included
Rs. 43 crores on iron and steel, Rs. 60
crores on petroleum refineries in both
of which the public sector has a say.
In both these the lines of expansion
and the terms on which it is under-
taken are determined in terms of a
defined policy. Then there was a pro-
vision of Rs. 150 crores cn replacement
and meodernisation of industry.

Thus, investment, in organised
industries totals Rs. 383 crores. The
breakdown of investment in the rest
of this wide private sector cannot
easily be given because of the lack
of sufficient data. But since invest-

. ment on housing and business cons-

truction in 1950-51 was estimated at
about Rs. 100 crores, it was envisaged
that this item alone would accouat
for some Rs. B00 crores over the five
year period. Thus, private invest-
ment aggregating to over Rs. 800
crores was envisaged for agricul-
ture, small-scale industries, private
trade and transport, the sections of
the private sector against which, I
believe, no one will cavil,

Then, as regards the performance
of the private sector, I think we
might as well have the facts. It is
not unfortunately possible to say
how investment in the total field
which I have just analysed, has pro-
ceeded in the private sector. It is,
however, not correct to say that the
private sector, is represented by
organised industries, has faild to play
its part. The Progress Report on
the Plan has stated the latest posi-
tion in this respect. In the first
two years of the Plan, investmenton
expansion of private industrial sector
is estimated at Rs. 53 crores and in
the third year at Rs. 45 crores. For
the current year, this is expected to
go up to Rs. 68 crores. There is
thus a progressive stepping up, and
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if investment in th fifth year could
go up to Rs. 75 crores or so, them
‘the target of Rs. 333 crores for ex-
-pansion set in the Plan would be
realised.

I mentioned earlier that the pro-
gress we have achieved does not
give room for any complacency.
In spite of all that has been achiev-
ed, the problem of unemployment
still remains. Recently, as the House
js aware, the Planning Commission
extended the scope of the Plan, but
‘the problem of unemployment cannot
be tackled successfully without a
significant increase in the rate of
investment. The central objective of
our economic policy from now on
must be to create full employment
.conditions, within a  messurable
period, say, ten years, from now.
This is, by no means, an over-ambi-
tious goal. It is perhaps the mini-
mum we ocught to strive for. In
achieving this, there is ample scope
for expansion both in the publicand
private sector. This means, in the
first place, that we have to createat
least two million new jobs if not
‘more every year, in order to provide
for the annual increase of 1'8 million
in the employable labour force.
Secondly, it means that we must
‘make some impression on the unem-
Pployment and under-employment al-
ready existing. These jobs must
obviously be created in the non-
agricultural sector. The House is
.aware of the various surveys on un-
employment, which have been under-
taken at the instance of the Plann-
ing Commission, Their results will
be available in due course, but from
the results of two or three that had
come to hand, it appears that in fact
in some of our urban areas 8 to 10 per
cent. of the employable population
needs to be drawn into productive
employment. One cannot of course
generalise from these flgures and it
is difficult to assess what proportion
-of the agricultural population can
really be regarded as available for
employment in other occupations.
But on a very rough guess I should
think that some 15 million people
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out of the total working force of
about 15 crores may be regarded as
available for absorption in new lines.
In other words, to the increase of §
million or so that we expect in the
employable population, as a result of
the normal ‘growth, we must add
this 15 million for whom fresh jobs
must be found, In other words, some
24 million jobs would have to be
created if our objective were full em-
ployment. Even if we set to our-
selves the target of, say, 12 million
jobs to be created by the end of this
second Plan period, spreading the
whole process over, ten years, the
investmnent required for the purpose
will be substantial. I shall give
some idea. The average income per
head in the non-agricultural sector
is Rs. 1,000 a year; that is from the
statistics that are available. Now,
obviously, we must provide at least
that level of average income for the
new jobs we create. For employing
2-4 million per year on this basis, we
should need an increase of at least
Rs, 240 crores in the national income
every year, and on the assumption
of a capital-out-put ratio, of 23 to 1,—
that is to say, you invest 2} and vou
get by way of production, 1,—you
require an investment of Rs. 600
crores. Considerable investment in
agriculture would also be necessary in
the non-agriculture sector. On a
rough and ready basis, the investment
reguired may be estimated at Rs. 450
crores. Therefore, the total invest-
ment in the economy would have to
be of the order of Rs. 1,000 crores a
year, if we have to create 12 millioa
jobs within the next five years. In
other words, the aggregate of invest-
ment over the flve years should be
of the order of Rs. 5000 crores
or perhaps between Rs. 5,000 crores
and Rs. 6,000 crores, as compared
to the first ©Plan target of
Rs. 3,500 crores with the public
and private sector together. These
are illustrative figures, as capital-
output ratio as 2 to 1,—and the re-
lationship between investment and
employment varies from industry to
industry and it is affected by changes
in techniques. A number of studies
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have recently been initiated at the
Indian Statistical Institute on these
aspects of economic growth. But it
is a safe presumption that for the
finances of the second Five Year Plan,
it will be necessary to devote these
figures—Rs. 5,000 crores to Rs. 6,000
erores—or ten per cent. of the natio-
nal income which is as near as Rs.
10,000 crores as may be—annually to
investmenrt.

I emphasise the need for increasing
employment in the non-agricultural
sector. The agricultural sector at
present employs, though not fully,
70 per cent. of the working popula-
tion. Small  enterprises provide
work, again not sufficient work, for
another 8 per cent. Obviously, it is
not possible to absorb more peocple
tn agriculture. In small enterprises
also, there is a great deal of under-
employment and these enterprises
are fighting a somewhat uncertain
battle for existence. Before we can
hope to absorb a much larger number
in that sector, it will be necessary to
ensure that it does not lose relative-
ly to the other sector. The Housels
aware of the efforts that are being
made through fiscal and other mea-
sures to assist and strengthen these
sectors some flgures about which are
given in this memorandum. The
point I wish to make is that the
increased opportunities for employ-
ment that we have to create have to
be viewed against the fact that the
non-agricultural sector, apart from
small enterprises, at present provides
Jobs for about 30 million only of the
working force. To create 12 million
new jobs in thiz sector will necessi-
tate raising the output of the second-
ary and tertiary sectors by at least
40 per cent. even if we assume no
increase in productivity per head.
That shows the size of the problem.

I should like to say a few words
about the pattern of industry which
could absorb so much of additional
employment.  Considering the num-
bers involved, while the development
of major. industries must. continuein
the national. interest it: is: meoessary
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to foster the development of small-
scale and village industries with
greater opportunities for employment
and more and more chances of im-
proving the resources of the popula-
tion. Government have constantly
kept in view the necessity for the de-
velopment of cottage and small-scale
industries and handicrafts, and as I
said, hon. Members will find a brief
account of recent measures taken by
Government to this end in the me-
morandum. And in addition—which
s not mentioned here—the question
of rural electriftcation will need con-
centrated attemtion.

Village industries and handicrafts
will supplement the ir of the
rural areas. But it is important to
extend to these areas the benefits
of increased credit and banking, both
by intensive development of the co-
operative movement and the spread
of banking, so that the industry of
agriculture itself may improve. I
shall return later to this question of
expanding baoking facilities in rural
areas. Anyway it is quite clear that
in the future plans special attention
will have to be paid to all these
types of small-scale industries, bear-
ing in mind our paucity of capital
and our abundance of man power.

Now 1 turn to another aspect of
economic policy, that relsting to
foreign investment. I shall first give
a few facts. In 1948 it was estimat-
ed that foreigm investment in India
was Rs. 320 crores—under the heads
manufacturing, trading, utilities, tran-
sport, mining, flnancial and miscel-
lemeous. Bince then there have been
some inflows and some  out-
flows, Repatriation of foreign
capital between 1948 and 1953 has
been estimated roughly at Rs. 100
crores, As against this there have
not only been fresh investments by
foreigners, but there has been consi-
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giving the figures—when the results
of the re-survey of foreign assets and
ligbilities u.nd.e:tam by the Reserve
Bank are i
abroad by way of profits, interests
and dividends have been around Rs.
30 crores a year for the last five
years. Estimates of amounts plough-
ed back by foreign companies are
not available. But it is to be expec-
ted that the rebate given on undis-
tributed profits and the increasing
strength and the stability which the
Indian economy has been showing
are encouraging foreign investors
to plough back a significant propor-
tion of profits for further investment
in India. Occasionally one comes
across suggestions that we should lay
down by law that so much of profits
must be  ploughed back This
amounts to restricting remittances
of profits which is against our de-
clared policy and, what is more,
which is likely in fact to produce
the contrary effect. And the same
sort of remark applies to a sugges-
tion that the whole of the profits in
foreign business concerns be frozen.
Under the present regulations, for
very good reasons, profits of foreign
business concerns are allowed to be
remitted freely, irrespective of whe-
ther the foreign company belongs to
the soft currency area or the hard
currency ares. And in his statermnent
on the 6th April, 1949 in the Cons-
tituent Assembly the Prime Minister
gave an assurance to foreign enter-
prises in India that reasonable faci-
lities for remitting their profits out of
India would be allowed. The under-
Iying basis of this statement was the
actual need for foreign investment in
India. Once this need is accepted,
we cannot cbvigusly place any rest-
riction in the matter of remittance
of profits ewrned by foreign com-
panies in India. I might add here
that economic experience indicates
that where such investment takes
place the foreign exchsenge resources
gdditionally created are usually mare
than the segvice charges of the im-
vestment. That iy to say, there is n
ney gein tor the countny: coneerned
even so Iar as; fereign eNchange Is
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accepted the basic principles and we
concerned. In the ©Plan we have
have formulated that there is scope
and need for supplementary re-
sources from abroad, partly through
loans and grants to the public sector,
and partly through investment in the

private sector. And I still think
this was a wise decision. I
think it necessary, in view

of our large needs in the years te
come, to maintain conditions under
which external assistance—I do not
mean aid—through both channels
continues to become available. In
the first three years of the Plan
period the assistance to the public
sector was Hs. 234 crores, out of
which Rs. 132 crores was utilised
This was made available by the Unit-
ed States Government, by the Inter-
national Bank, the Colombo Plan
countries, the Government of Nor-
way and the Ford Foundation. Ex-
ternal investment in- the private
sector has also been coming forward,
as in the case of the oil refineries.
The net inflow of private invest-
ment from abroad for the last five
or six years is not precisely known.
There was undoubtedly, as I have
given the figures, considerable dis-
investment in the immediate post-
war years. And the survey by the
Reserve Bank to which I have refer-
red will shortly bring the picture
up-to-date in the light of evemasmce
the first survey was

1948. I have recently been to t.he
United States, Canada and Europe,
and I have good reason to hope that
in the years to come external assis-
tance will be available to us at least
on the scale on which it has been
forthcoming so far. For the next
Plan we shall of course maximise
our own resources. But consider-
ing our large and imcreasing needs
it is obvious that any foreign assis-
fance will be marginally a welcame
supplement to the effort we put in
on our own.

I mentioned esrlier the preblem of
extending the banking facilities in
rural areag. This has been engag-
ing: Government’s attemtion ever
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-Committee reported on the subject.
In August, 1951 the Reserve Bank of
India appointed, with the approval
of Government, a Committee for
-conducting an all-India Rural Credit
Survey. This survey is, I believe,
one of the most comprehensive of its
kind undertaken anywhere and with-
out precedent at any rate in the so-
called under-developed countries.
(As a result of the survey a vast
.amount of material hitherto unavail-
able has come to hand. After careful
study of this material the committee
have submitted a report to the
Reserve Bank which is being releas-
ed by them and the summary of the
recommendation will appear in the
‘press tomorrow. A major recom-
mendation of the Committee which
is a part of the integrated solution
that tHe Committee have formulated
‘with reference to the rural ecredit
problem concerns the setting up of
a commercial banking institution by
-the State with a countrywide-spread
of branches. The Governor of the
‘Reserve Bank agrees with the Com-
mittee that the creation of such a
‘State banking institution is desirable
for giving an impetus to co-opera-
tive and rural banking, for convert-
ing the remaining government trea-
suries into banking treasuries, and
for serving as a support and as a
stand-by for co-operative credit ins-
titutions and for other forms of co-
operative activity. Government have
given therefore careful thought to
this recommendation and have de-
tided to accept it in principle, the
-details to be worked out later. The
development of rural banking will
increase the flow of adequate credit
‘in the rural areas both for purposes
of agriculture and small-scale indus-
tries and “facilitate the mobilisation
of rural savings so as to enlarge the
resources available for development.
The recommendation is that there
should be established a State Bank
0! India, The Committee suggest
that into this Bank should be fitted,
by amalgamation, the Imperial Bank
of Indla and certaln other banks
which are already in various degrees
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associated with individual Govern-
ments. The Committee envisage the
creation of one strong and integrat-
ed commercial banking institution
for the whole country with branches
in every State. It is part of the same
recommendation that the Govern-
ment of India and the Reserve Bank
should together hold a major part
of the share capital of the institu-
tion. One of the principal objectives
of the proposal is the setting up of
an effective machinery of branches
spread over the whole country in
order that remittance facilities, and
along with them, rural banking faci-
lities especially for the undevelop-
ed areas may be vastly increased,
and in that process the development
of commercial, and particularly co-
operative, banking more vigorousiy
and extensively fostered throughout
the country. Under the proposal, the
branch expansion of the State Bank
in undeveloped arems will be largely
subsidised by the Government. An
essential feature of the scheme is that
there should be interference of the
State in the day to day operations of
the State Bank and no lowering of the
standards of sound banking. The
proposal requires careful considera-
tion by the Board of the Reserve
Bank in consultation with the other
interests concerned before the Gov-
ernment of India reach a final dect-
sion in regard to implementation,
While the Government of India agree
in principle that it may be desirable
eventually to bring about the estab-
lishment of an integrated commercial
banking  institution which covers
fhe whole country, over which
the State has effective control, the
details ©f both the manner and
the phasing of so fmportant a
measure of reform, have obviously
to be examined with great care and
deliberation. This will in due vourse
be carefully examined by the Govern-
ment after the receipt of the views
of the Board of the Reserve Bank.
Meanwhile, the question of assump-
tion of effective State control on the
Imperial Bank of India has been long
before the Government. The Govern-
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ment of India believe that the first
step towards integration, whether or
not the integration takes the form
suggested by the Committee, will
consist in the assumption of such
control over the Imperial Bank. Here
again, the details will require care-
ful consideration. But, in broad
principle, Government . themselves
are in favour of a solution in which
private shareholding subsists, butthe
State will be the major partner.

1 p.M.

In order to allay any possible ap-
prehensions in this context, the Gov-
ernment of India desire to give the
assurance that in the event of its be-
coming necessary for Government or
the Reserve Bank as a result of any
decision taken on the recommenda-
tions mentioned above, either to make
arrangements for an exchange being
efected between existing shares in
one or more of the banks concerned
and new shares in any State-associat-
ed banking institution that may be
set up or to purchase any of the
shares in the existing institutions,
the values of the shares thus exchang-
ed or bought will, for the purpose
of replacement or compensation, be
determined on the basis of the mar-
ket values of the existing shares dur-
ing a specified period preceding the
publication of the Report. This
method of calculation of compensa-
tion is on the lines indicated in Shri
Shanmukham Chetty's statement in
1948 announcing the intention of the
Government to nationalise the Impe-
rial Bank of India it is also the inten-
tion of Government to pay any com-
pensation that may be payable in cash
up to the first Rs. 10,000 of that com-
pensation, the balance being payable
in bonds. i

The Government of India would
also like to give an assurance that if,
as a result of these proposals or
otherwise, the State comes to be as-
sociated with an institution of com-
mercial banking, Gowvernment -will
ensure that due regard will be paid
to the unimpared continuance of the
credit and banking facilities gene-
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rally enjoyed by commercial and.
other interests as well as to the safe-
guarding of the usual confidential re-
lationship between the banks on the
one hand and the clients and deposit--
ors on the other. The policy which:
I have just announced is a further
illustration of our practical approach-
to the economic problems to which
I referred earlier. It is not any doc-
trinaire plunge into nationalisation,
It merely seeks to give comtrol of a
sector of commercial banking in order-
to facilitate a comprehensive develop-
ment of banking and the extension of’
credit facilities to important sectors
of the economy at présent not ade-
quately served. The rest of commer-
cial banking will continue fo be in:
private hands as at present. They
will be an important element in the
finaneial- systemn of the countrw with
an important role to play in
the task of economic develop-
ment. It has been obvious for-

' some time that the existing structure-

is inadequate for the expanding needs.
of the country and for serving certain
important sectors of the economy.
The House may perhaps recall that
the Planning Commission has dealt
with this particular matter in some
part of its report. I shall not take-
the time of the House by giving the
quotation.

Although so far as the reduction
of inequalities is concerned, which is-
largely a matter of taxation and
therefore, the Budget session is the-
proper occasion for a discussion, I
would like to say a word about this.
The problem is one of balancing of”
different considerations, as is so often
the case in matters of economic poli-
c¢y. On the one hand, we need re—
sources for the public sector. At the
same time, it is necessary to see that
the incentives are not dulled beyond
a certain point as, thereby, we may
be causing greater harm than good’
by resources or otherwise. More-
over, in any way, the number of rich
is limited and the chopping of the tall’
popples is not going to furnish a cor-
rect approach to the solution of the-
problems while it may easily cause:
far more serfous adverse repercus—
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sions in the economy. This is a mat-
ter which is under the consideration
-of the Taxation Enquiry Commission
whose report is in my hands and
whose contents I hope to be able to
make public on some future occasion.

I have nearly come to the end of
my statement. The economic problem

is a  problem of orderly de-
velopment. Looking back over
the last three years, I ven-

‘ture to think our economic poli-
ev has been on the whole on right
lines, There is bound to be differen-
.ce of opinion as to the details of the
policy; but I think that the sum of
our achievement has been substan-
tial.

oori 8. 5. More (Sholapur): Com-
Pplacency, '

onri C. D. Deshmukh: We are
‘however, not at the end of the road.
Lack of complacency. There is real-
Iy no end to the road because there
is no ceiling to what we can do for
the country’s development. We have
many years of solid work before us.
we have just now touched thé fringe
of the problem. The work will entan
sacrifice in the present. in the
interests of the future. There
are itwo ways in which these
.sacrifices can be made: firstly by re-
duecing consumption and secondly by
harder work without a corresponding
increase in incomes in the short run.
an under-developed country cannot
arford any significant reduction m tne
low standards of consumption already
current. It must therefore rely on
‘direct investment of labour and
‘other utilised resources in the sy-
tem—canals, roads, bridges and vari-
-ous other works in rural areas can be
undertaken on that basis. Youth or-
ganisations and voluntary  labour
‘brigades do this type of work in other
-countries. This effort is of great
value—economic as well as psychologi-
cal—in the early stages of develop-
ment. In this context, the need for
stimting, for austerity and for hard
‘work iz imeceapshle Tn lsunching
uppn demeccratic  planning  India
has undertaken a big task.
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For  further Progress, efforts
antt sacrifices on a big scale will be
necessary. There is ample scope for
the effort of evéry one. There is no
room for differences based purely on
ideoclogy or doctrine. The only ideo-
logy is love of the motherland and
the only doctrine is dedication to
service,

Shri Altekar (North Satara): Co-
pies of the speech should be supplied
to the Members as also a copy of the
Resolution of 1948 regarding econo-
mic policy.

Mr. Chairmsas: Motion moved:

““That the present economic
situation in India be taken into
consiaeration.”

8hri T. 8. A. Chettlar (Tiruppur):
I beg to move:

That for the original motion, the
following be substituted:

Thie House having considered the
eéonomic situation in India and the
poliecy of the Government in relation
thereto, while generally endorsing the
statement on the industrial policy of
the Government laid on the Table on
the Bth of April 1948 is of the opi-
nion that—

(1) the objectives of the policy
snould be—

(a) to increase production;
(b} to provide opportunities of
1uil employment for all; and

i) to lead towards equable
distribution of wealth;

(2) while certain industries should
be developed on large scale as may
be necessary, particular steps should
be taken to develop small scale in-
dustries in the following manner,—

(a) by provision of inwvestment
co-operation for small scale and
cottage industries;

(b) by improvenient of WL
ques and instruments used in cot-
tdge industries and by research
i : instituted fo? fhe pur-
pose;
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(¢) by reservations of certain
fields, for small scale and cottage
industries to be determined on
proper investigation; and

(d) by provision of merketing
facilities within and without the
country for products of, small
scale and cottage industries;

(3) the private sector should also
be utilised for the purpose of indus-
trial development and while doing
m.—..‘

(a) the present evils present
in the managing system may as
tar as possible be removed by tak-
ing steps legal and exXecutive &s
the case may be;

(k) the co-operative system aof
managing should be encouraged
as far as may be possible;

{c) protection to the consumer
must be assured by proper fixa-
tion of prices and limitation of
profits;

¢d) the producer of raw mate-
rials must be given an economic
price;

(e) proper deal should be given
1o labour; and

(f) labour should be brought
within Government control to the
extent necessary in public inte-
rest;

(4) the Government should take up
the establishment of such industries
as are necessary in the interest of
wational defence and public mterest
and while doing so,—

(a) these must be run as far
as may be possible on business
lines in separate corporations and
not as departments of Govern-
‘ment;

(d) a new cadre of managerial
and technical staff well equipped
for business managements be de-
veloped for the purpose, instead
of being managed by civilians
‘without business experience;

(c) these oconcerns should be
made to pay income-tax and other
taxes as companies in the private
sector so that they may be runas
«Mclently as the others;

(d) these concerns should be
subject to the same labour laws
and regulations s the others; and

(e) foreign experts may be im-
ported whenever necessary, but
always with a view to training
suitable Indian nationals to re-
place them after traiming;

(5) foreign capital may be utilised
for the purpose of industrial develop-
ment and while doing so, the follow-
ing safeguard be taken,—

(a) they may be given assuran-
ce against non-nationalisation for
a minimum period of time as may
be necessary in each individual
case;

(b) they must agree to train
Indian persennel for the highest
technical jobs;

(c) they will be given reason-
ahle facilities subject to public
interest;

(d) the Board of Directors
should contain  majority of
Indians, including a representa-
tive of Government; and

(e) they would otherwise be
subject to all the laws applicable
to other industrial undertakings;

(6) the objective of the industrial
policy is to build a socialistic society
in which there are no large differen-
ces of wealth and equal opportunities
are available to all men and women,
and for this purpose,—

(a) the tax structure should
be so framed as to levy larger
rates on larger income;

(b) the rates of death duties
should be increased in such man-
ner as will help this egualisa-
tien;

{c) that educational opportuni-
tieg in ttechnical and other insti-
tutions should be provided to the
poorer and backward sections of
people through scholarships and
other methods;

{d) the disparities in incomes
should: be reduced as far as mmay
be possidle; and
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(e) a new ideclogy of living in
which all people will dress and
live in about the same standard
should be encouraged; and

(7) in the economic development of
the country care should be taken to
see that all regions get due attention
and for doing so,—

(a) the State industries consis-
tent with such other matters as
availability of raw materials,
should be so planned as to be dis-
tributed in all the various regions
of India;

(b) the great rivers etc., should
be nationalised so that their pot-
entiality be utilised for the ma-
ximum good of maximum number
of people; and

(e) the big high grade technical
institutions should be thrown open
for admission to people of all
regions.”

Shri N. M. Lingam (Coimbatore):
T beg to move:

That for the original motion, the
following be substituted: '

“This House having considered the
economic situation in India and the
policy of the Government in relation
thereto, is of the opinion that—

(i) the policy of Government
is in harmony with the policy
statement of the 6th April, 1948;

(ii)' the objective of our econo-
mic policy should be a socialistic
pattern of society; and

(iii) towards this end the tem-
po of economic activity in gene-
ral and industrial development in
particular should be stepped up
to the maximu possible extent™

Shri Dabhi (Kaira North): I beg
to move:

That for the original motion, the
following be substituted;

“This House having considered the
economic situation in Indla and the
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policy of the Government in relation.
thereto, is of the opinion that Govern-
ment should accept economic develop-:
ment of the country through self-
employment as an integral part of
their policy and make it the basisof’
their Second Five Year Plan.”

Sardar A. 8. Saigal (Bilaspur): L[
beg to move:

That for the original motion, the-
following be substituted:

“This House having considered the-
economic situation in India and the.
policy of the Government in relation.
thereto, approves the steps taken.”

Mr, Chairman: These amendments.
are also before the House.

I have received many chits and I
understand a very large number of
Members are anxious to speak. Ishall
fix 30 minutes for leaders and 15 mi-
nutes for other Members. I would
further request the Members to stick
to the time-table and be as brief as.
possible in their speeches.

Shri H. N. Mukerjee (Calcutta.
North-East): It is a good thing, Sir,
that we have an opportunity of dis-
cussing the industrial policy of Gov-
ernment which had been formulated
in a certain way in 1948 and which.
we are now asked to re-assess.

I feel that it is necessary at this:
point of time to guard against any
complacency regarding whatever ad-
vance happened or has not happen-
ed in our economy in recent years.
I know that the Prime Minister has:
stated that the country has arrived
at a very definite stage in planning
and in our work. If that is so, it is.
very necessary for us to go into the
basic aspects of the matter and to-
decide what should be our industrial.
and economic policy. -

It is therefore relevant to recall
that we still remain predominently
an agricultural country, the 1851
census revealing that almost 70 per
cent. are still entirely dependent om
agriculture, We have to recall, as
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the National Sample Survey did re- ~

cently, that pearly 70 per cent. of the
total expenditure of an average ru-
ral household is or food, which is
indicative of very great poverty. We
have to remember that our food pro-
duction, as far as the 1960 targets
are concerned, are still somewhat
lower than what had been achieved
in 1934 to 1938. We have to remem-
ber that the Five Year Plan's envi-
sagement that there would be about
400,000 people absorbed into indust-
ry per annum has been a figure too
low to relieve rural unemployment
or basically to affect the employment
position of our country in a good
direction. It is necessary, therefore,
to remember that there has been some
growth no doubt, but it is a lopsided
growth, leading to rising unemploy-
ment, and that is why it is necessary
that we try to go as far as we can to
the root of the matter.

The Prime Minister has lately made
a number of pronouncements declar-
ing his socialistic faith, saying that it
meant that the production was so-
cially owned and controlled for the
benefit of society as a whole, and he
has said that this is the socialist pic-
ture of society which he has before
him. As his friends in the industrial
world have pointed out, he has done
a good deal of skating very adroitly
on thin ice, tight-rope walking with
a multicoloured umbrella in his hand,
and throwing smiles at all sorts of
people, industrialists as well as the
common people. As far as the com-
mon people who come to his meet-
ings in large numbers are concerned,
they have been told about the socia-
list picture of society, and in another
context assurances have been givento
those who own the means of produc-
tion today and are not going to yield
their position; assurances have been
given to them that they also would
be fitted into the pattern that we are
now going fo lay down Now, this
kind of bluff, this kind of tight-rope
walking, this kind of skating on thin
iaehasgoneon too long, and it is ne-
cessary we come down to hrass-tracks

2
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and find out what exactly is going to
happen to ow esuntry.

The Industrial Policy Resolution of
1948 laid down certain objectives,
viz.,, that we want to raise our stand-
ard of living, and we want to estab-
lish a social order ensuring justice
and equality of opportunity, and so
on and so forth. But the Plan which
we have been operating so long, and
which in a different edition we shall
try to operate in the near future, is
vitiated by the fact that the planners
do not appear to take a total view of
society. In their insensate antago-
nism to what they call totalitarian
planning, they refuse to plan for so-
clety in its totality, and the result
was first that targets are fixed for the
private sector. But surely everybody
knows that laying down targets is no
planning at all, And then again, even
though targets were fixed in regard
to production, there was no plan re-
garding distribution. There was no
effort for the real expansion of the

“ home market, and the result becomes

that the more the target comes near
fulfilment, the greater becomes the
headache of industry. Take textiles
for example where the target has been
reached or nearly reached or more
than reached or whatever you like to
say. The vresult is that they
are now worried abeut how to inten-
sify the export drive, how to curtail
production and so on and so forth.
Now, this is very odd. As the Prime
Minister said about the unemploy-
ment situation, it is very odd that
after we have got so many people
who are trained in order to get into
some kind of employment, that there
is so much unemployment in this
country. So, it iz wvery odd
that the more the target comes
near fulﬁlment the greater becomes
the headache for industry. This is
am.q.ﬂer which we bave to remember
and I am not here at this moment to
talk to this House about any ‘ism’
a‘tnl.l.butltrsnwﬁsarythatwehwe
to lay emphasis on the aspect of dis-
tr.lbutzcrn. We f.ﬂ" to lay emphgsis -

ﬂ::z ucing the inequali-
ties income. We have %o try to
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expand the home market. But pre-
cisely because production by itself
cannot go beyond a certain point
unless the maladjustment in distribu-
tion is remedied, we find that we get
nowhere. There are some Ministers
in charge of executing industrial po-
licy who talk about produetion com-
ing first, and some ‘ism’ later, but
this is self-deception which can be
practised . very easily.

In regard to the principal question
which has been agitating the private
sector particularly, it is necessary
now for us to make sure as to what
exactly is going to be, in our view,
the position of the private sector in
our economy. Qur trouble is that the
more vocal and powerful sections of
our private sector are people of not
a particularly savoury character, I
say this because their record, as far
as the indusrialists of the country
are concerned, is by no means satis-
factory. We find for example, there
is a stratum of the bourgeoisie in this
country which i linked wup with
British finance capital. Now, this is
the most dangerous of all because
this stratum of the Indian bourgeois
has no independent industrial base of
its own. I refer particularly to some
Marwari and other financiers whe
are getting into all kinds of contact
and sometimes buying up British con-
cerns. These people are linked up
in a very dangerous way, as far as
the interests of our country are con-
cerned, with foreign capital. ‘Then,
foreign capital, particularly British
capital, at all levels is tied up with
Indian capital. Then, the top strat-
um of the Indian bourgeocis also,
which has an independent industridl
and financial base—even they are hav-
ing a number of contacts, ties and
connections with British finance ecapi-
tal in this country. We know, Sir,
of the somewhat wunholy wedlock
which we have seen some of our
leading industrialists make with fore-
ign interests—Sarabhail and Squibbs,
Birla and Nuffield, Tatas and McNeil
and Barry, and so on and so forth.
The result of this is that these links
with foreign capital make them vocal
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“and the more powerful section of the

Indian people, And that is whyg
when they come forward to demand
a large share in the economy, when
they come forward to ask for their
pound of flesh for having agreed to,
the Government's sponsoring a few
State undertakings, we have to be
very, very careful indeed.

In regard to the private sector, we
do not say, of course, that we do not
want the private sector to function
at all. On the contrary, we want the

_private sector to go shead, and make

as much money as it possibly can.
But the basic pesition is that it is
very necessary for us to have a very
powerful State sector. If that power-
ful State sector is there, then and
then alone can the private sector be
kept in control.

Now, we have seen how the pri-
vate sector behaves from time to time,
The sugar industry, for example,.
attained the target fixed by the Plan-

- ning Commission for 1955, three years

ahead of time, and precisely because
of this fulfilment, we find that the
crisis in the industry was accentuat-
ed. Now, this throws light on the
character of the private sector, and
it throws light also on the weaknes-
ses of our position.

In 1953, the production of cement
reached the record level of 373
million tons as against the target of
expansion of the capacity to 5 million
tons. But at once, the magnates of
the Associated Cement combine threat.
ened that unless the price of cement
was increased, they would restrict
production. This shows, therefore,
that unless there is a strong public
sector, and unles the private sector is
geared to the owverall plans of the
public sector, there will be an end
of planning altogether, and chaos and
anarchy will prevail. I the econo-
my is determined by the private
sector, a large number of autono-
mous enter preneurs will take deci-
sions; each of them would take deci-
sions in ignorance of other, and paral-
lel decisions which might have to
be taken in the interests of the na-
tional economy; the result of it would
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of the economy.

It is for this reason that we have
over and over again sfressed that
British capital, which is the dominant
section of foreign capital in our
country, and which has got back its
returns many times over, many years
ago, should be nationalised. If that
happens, it will be a very large sec-
tor in the hands of the State, and it
would augment the revenues and
provide capital for further expansion
and industrialisation. = Consequent-
ly, the private sector- also will not
feel the tightness of the capital mar-
ket, if we can go ahead with this. I
know this requires some kind of cons-
titutional change, but I do not see
why when the interests of the country
demand it, we should not ask for that
constitutional change to be put
through as soon as ever that is possi-
ble.

Having said this, I shall proceed to
discuss an item of debate which has
cropped up prominently in recent
months, and that is in regard to the
iron and steel industry. We say that
the iron and steel industry is a basic
industry; it is a kind of mother indus-
try, on which depends the develop-
ment of so many other industries,
and the State cannot, and should not,
accept the principle of leaving the
production to be controlled by the
private capitalists. We say also that
tis is an industry which is vital for
defence. And simply because there
are some units which have been func-
tioning from before, and they are in
private hands, it does not justify the
position that new units also should
be placed under private control. Then
again, as Government have pointed
out, this industry requries huge fin-
ancial investment, and wultimately,
either the State has to finance the
project or stand as a guarantor for
some foreign loans. And the private
capitalists have only come forward,
when they have seen that the State
is sponsoring these undertakingsand
the State is clearing the decks, so to
speak, for selfish action in their own
profiteering interests; it tis only after

functioning
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that that these individual capitalists
have come out.

We know the record of the Indian
iron and steel industry. The indivi-
dual capitalists have been given so
many facilities for years by the State,
but still they have not made good,
and it was only after the State came
into the picture with its own initia-
tive, with its determination to have
its own investment, and it is then, and
then alone, that we find the private
sector beginning to move somewhat
more guickly than it had done before.

Then, again, in the case of.the re-
cent offer which came from one of
our leading industrial houses, the
house of Birlas, the rejection is doubly
justified, because it was planning to
put the steel plant, from what we
could find, under the grip of the
toreigners. Already, the foreign grip
is very tight. Already, in regard to
the Rourekela plant, for example, we
have got into contracts with this
German combine, Krupp-Demag,
which we :ould have done without,
Already, we got into this kind of
entanglement, and here again was a
private scheme sponsored by the
house of Birla, which I hope Govern-
ment have rejected. But as I see it
from the statements put out from
time to time by members of Govern-
ment, that after all, perhaps, this
rejection is not final. And I want to
find out as a result of thiz debate,
what has happened to this kind of
proposal regarding a State-cum-
privaie-cum-foreign-controlled ang steel
combine, which proposal has ‘been
made with so much fanfare in recent
weeks,

It is necessary, that in the public
sector what is being done by Go-
vernment, and what should not have
been done, should be borne in mind.
The foreigners are gefting their grip
into the public sector, by manipulat- -
ing their power under the clauses of
different agreements, This can be
shown—and later, I hope, it will be
shown in more detail by other Mem-
bers. who will speak—in the case of
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the Hindustan Steel Plant, the Hin-
dustan Cables, the Hindustan Ma-
chine Tools Factory, and almost all
State enterprises. So, what I say Is
that the public sector is not being
developed and consolidated proper-
ly. In the public sector we find
foreign control spreading its tentacles
in a very subtle way, and sometimes
in a very obvious way also. In re-
gard to the public sector, we find
the private sector is being allowed
a lot of leeway, a lot of rope, and
the result is that as far as the basic
economy of our country is concern-
ed, the State I not coming forward
in the way in which it ought to do.

Now, this grip of foreigners is
something which, is a theme repeat-
ed many times in this House and
outside, but I think it bears repeti-
tion, because even today the Finance
Minister almost appeared to propound
a new attitude, so to speak, in regard
to foreign capital. He gave certain
figures on the repatriation of foreign
capital, and he said how the foreign
concerns functioning in this country
actually eases our foreign exchange
position. Sir, vou have been in the
national movement for a long enough
time to know that after all, in regard
to foreign capital, we have had a cer-
tain point of view, and for certain
very vaild reasons. Now, this
has been stated very clearly even be-
fore 1947. It was only after 1947—
and that is the tragedy of Iit—that
there has been something of a soft-
ening in our attitude towards foreign
capital, towards foreign investment
in this country.

I want to differentiate very clearly
between foreign loan and foreign
investment in this country. A
foreign loan which you can get on
fair and honest terms at rates of in-
terest which are ‘reasonable and
normal is a perfectly natural and a
perfectly legifimate thing. But
foreign investment in the way it has
gone on so far is something absolu-
tely different. And sometimes,
foreign loan comes through ageneiés
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like the World Bank, which because
of its composition and character, and
because of its desire to have a
fat finger in the Indian pie, gives us
loans which are of a very dubious
character; and therefore, loans of that
sort ought to be shed.

Having said that, I would say, in
regard to foreign investment, we must
be very wvery careful; in regard to
companies with ‘(India) Limited’
against their names, we have got to
be very very careful. But we have
not been careful in that way. The
Industrial Policy Resolution of 1948
laid down certain principles, but
exceptions were invoked in so many
cases. In regard to the oil refineries,
the Stanvac oil refineries which are
so pompously sending their adver-
tisements to every Member of Par-
liament, an agreement was entcred
into, which I say was absolutely

.shameful, which our country should

never have entered into. But thisis
the sort of thing which has gone on
far too long,

It is in that context that I shall
refer to the two corporations which
are proposed to be set up, particular
ly the Industrial Credit and Invest-
ment Corporation. We are going to
have two corporations, the Industrial
Development Corporation and the
Industrial Credit and Investment.
Corporation.  Now, the Industrial
Credit and Investment Corporation
that has been set up in collaboration
with the world Bank and some pri-
vate corporations of the United States
and the UX. is a very dan-

_gerous thing. .Out of 17} crores

of its capital, USA, and US.
dominated World Bank together hold
shares worth nearly Rs. 13 crores.
about 73 per cent. of the capital. It
includes Rs. 7} crores which is nomi-
nally contributed by the Government
of India, which is really the sale pro-
ceeds of U.S. steel and for which the
United States will bave the controlling
voice in this corporation. In regard to
this corporation, I saw in the London
Economist dated 11th December 18544
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kind of rejoicing in British quarters. It
says, at pages 927-828:

“The initial British stake in the
capital may be modest, but it may
happen that technical assistance
turns out to be more important
than cash. Many indications have
already been provided that this
technical assistance will be forth-
coming. The Board will include
two British directors. Most valu-
able should be the appointment of
Mr. P. 5. Beale, Chiet Cashier of
fhe Bank of England, as the Cor-
poration’s first General Manager”.

1 wish to say in parenthesis
here that 1 do mnot understand
why this gentleman, whalever his
qualifications, is going to be
appointed to such a key position In
our country. I can understand though
1 may not like, the idea of the Colom-
bo Plan being operated by a white man
from somewhere. But I cannot under-
sland why the Indian Industrial Credit
and Investment Corporation will be
dominated by this wonder'iul financial
prodigy from the Bank of England.
Now, the Economist goes on to say.

“There have recently been some
ominous signs in India of grewing
Xenophobia and nationalism in
economie policy. The whole sys-
tem of British managing agencies
is under attack. It remains to be
seen whether the launching of the
ICIC synchronises a reversal of
this trend or whether the new in-
stitution may not ultimately pro-
vide an alternative to the manag-
ing agency system”.

Then it goes on to say:

“If the new corporation can
take over some of the functions
of the managing agencies, it may
help to protect Anglo-Indian
trade”.

This is what 1 fear because the
Economist does not make statements
without there being a lot of substance
to it: 1 am sure there Is a lot behind
what the Economist has said. It Is for
the protection of Anglo-Indian  trade

’
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that the British interests today are s0
jubthhtaudthatiswhywehawtobe
very careful about it.

We see also that it has been said
that this corporation will invest money
in those industries where they will get
quick returns and high profits, Now,

"pasic heavy industries certainy do not

yield either guick returns or high pro-
fits. So this is going to finance indus-
tries of a sort which we are not
particularly keen about especially we
certainly are not going to get foreign
money and foreign coatrol in order to
set up industries in our country which
give high profits and quick returns. So
there will be a link-up between private
capital in this country and that in the
United States of America and the UK.
This economic linking with foreign
capital has gone on too long and too
far, and the result of this latest incur-
sion of ours,into dangerous areas is
going to be very anxiously watched by
our people. We krfow how these Ame
pican, and how these British, capita-
lists function with picked-up camp
followers all over the place. We have
the example of what happened in Gua-

‘temala, in"Iran, in Indonesia and in so

many other places. I do not see why
we should allow this kind of depreda-
tion to be permitted into our economy-

Now, so many things have been said
in the memorandum on industrial
policy, so many points which have
been referred to. I will refer, in parti-
cular, to the guestion of small scale in-
dustry—handloom industry and that
sort of thing. In regard to this, I would
nketoqmteapasnse!rwnthereport
of the National Planning Commitiee,
which at one time was boosted by the
Prime Minister, but has now been bur-
jed seven fathoms deep or, shall I say,
seven times seven fathoms deep—I1 do
not ¥mow how many fathoms deep—
But I wish to guote from the National
Planning Committee’s- report on rural
and cottage industries, page 80. Here
it is said about the handloom industry:

“The handlcoms have suftéred )
because of their having to sell
their output to the same middle
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¢lass which buys its clothing

from foreign and iIndian mills.

H the working classes, that 1is

those below the middle classes,

can be enabled to set up an
effective demand for the clothing
which, according to any civilised
standard, is the minimum, there
would be in evety locality a consi-
derable volume of output of goods
which would be locally consumed.
There would thus be no question
of their coming in conflict with
mills. The problem of rural uplift
is to be viewed as one of setting up
within each locality numerous
lines of production which tend to
be locally consumed and which do
pot raise intricate problems of
sales over large national or inter-
national markets. If what has
been said is true of handlooms, it
is even more so of other cottage

industries.” .

The net conclusion from this is that
land reforms and other means of in-
creasing the purchasing power of the
people are absolutely a fundamental
thing and they alone can lessen the
difficulties of the cottage industries.
Without that, it is no good talking
about the Ford Foundation having told
us—as if it was something which we
have just learnt, most spectacular and
unexpected—that power could be em-
ployed in the small scale industries and
then we shall have very fine production
and everything will be lovely in the
garden. This kind of thing is so_ dis-
gusting. We know what kind of reports
are produced by experts trom foreign
countries, and that is why I do not
understand why the Ford Foundation
report is being made so much of. On
the contrary, I should say that unless
you raise the purchasing power of the
people, unless there is land reform of
the proper sort, and not of the show-
window sort, unless you really and
truly allow the masses living in our
village areas—and India still connotes
villages and cities are an exception—
unless that is done, surely nothing will
nappen to the condition of life of our
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country except a move towards dis-
tress, except a move in the detrimental
direction.

This reminds me of what is happen-
ing even in community development
project areas where we find growing
unemployment, and this is to be seen
from certain statistics collected by the
Statistical Bureau of the West Bepgal
Government. 1 wish also to refer to the
small scale industries and medium
scale industries, particularly in West
Bengal, which is the most industrialis-
ed State in the whole country, which
are in a very bad way. And they are
in a bad way because the installed
capacity is not utilised, cannot be uti-
lised, because of Government policy,
because Government support such
British interlopers in our econo-
my as the Lever Brothers Limited
who produce to their maximum
capacity while our soap industry
suffers. It is also because of the stores
purchase policy of the Government of
our country, against which complaints
have been made. We know also how
the Moolgaonkar Committee reported
that 25 to 50 per cent. of our installed
capacity in the engineering industry
remains unutilised, and that this Com-
mittee in particular mentioned the
railways and said that the railways
could obtain their requirement of roll-
ing stock from indigenous sources in-
stead of buying it from abroad. We
know also how there are 50 many other
industries like tin can, keg, drum ma-
nufacturing and belting industries and
so on and so forth which are finding
it very great difficulty in making both
ends meet. If 1 had the time, I could
refer to so many other instances which
show how this problem of the cottage
and small scale industries has not been
given any serious attention at all. It is
no good saying that you will subsidise
them to a certain extent, it is no good
saying that you will reserve
a certain market for them for
a lomg time to come After all,
there are certaln laws of economics
which will go on working in spite of
the best intentions of whoever might
wish to give a great fillip to our hand-
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which you are going to get our people
to have a better life, and that is why I
say that the purchasing power of the
people has got to be increased, and
that it is a matter of the very greatest
importance. -

1 wish to refer alse to one matter, in

regard to the ordnance factories in .

India today. There are some 20 ord-
npance factories with 70,000 workers
which manufacture all sorts of mater-
jals—engineering goods, leather goods,
textiles etc. But, some of them, espe-
cially the Harness and Saddlery Fac-
tory in Kanpur, the Gun-carriage Fac-
tory st Jubbulpore, the Ordnance Fac-
tory at Dehra Dun, have already start-
ed retrenchment and they are finding
great difficulty because of the unfair
competition which has come from our
so-called patriotic private sector. There
was a Committee appointed some time
ago to look into this matter and I
expect Government to come forward
and say something about it. It was on
account of pressure from this Parlia-
ment that the Prime Minister a year
and a half or two years ago said thal
these ordnance factories would produce
for civilian consumption. We do mnot
want these Ordnance Factories produc-
ing only for war purposes. We are liv-
ing in a context of peace and we want
to perpetuate this peace and these
ordnance factories must go on produc-
ing goods which we want. But these
Ordnance factories are having a very
bad time.

' wish only, in conclusion, to make &
few suggestions in regard to what we
want tangibly to be the Government's
industrial policy. We shall, first of all
see—] know that some of our hon.
colleagues might laugh at it—that Bri-
tish capital should be - nationalised
without any delay and without paying
any compensation. Remittances of pro-
fits abroad should, pending this na-
tionalisation, be stopped.

Secondly, the State must not allow
monopoly to grow in any industry. The
small and medium industries should be
given help and be murtured by the
State.
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Thirdly, the managing agency system
should be abolished altogetber. Then,
under any ecircumstances, the State
should not engage in any joint particl
pation with private capital.

Then, no foreign capital should be
allowed as equity capital in our indus-
tries. If necessary, loan capital may be
had on a Government to Government
basis; in case of need, and in case of
need only, foreign technicians may be
appointed.

Pending nationalisation of foreign
interests, the State should issue in-
structions to the Tariff Commission to
see that the foreign units in our coun-
try do not derive the benefit of protec-
tion.

The State must control investments
—not only through permission and
control of capital issues—but with a
system of pooling of the resources.
That is to say, the special funds and
reserve, including depreciation of all
companies should be controlled by the
planning authority in accordance with
a definite scheme of priorities in deve-
lopment, in return for a reasonable
rate of interest to the owner of ithe
capital. Of course, a proviso must be
there that in the case of the compa-
nies’ own requirements for expension
or renovation of machinery, the Com-
panies shall have the prior claim to
their own funds.

The State must control profits and fix
a ceiling on dividend in the interests
of capital formation.

Then, the unequal agreements, such
as the agreement with the oil Refine-
ries should be scrapped. -

A planned commercial policy should
be pursued to save industries from
wide inflation. Production should
be stepped up, primarily for the
home market and planning pro-
duction of industry corresponding
tot units of industries should be
considered In the interests of the
utilisation of the installed capacities.

Then, for the marketability of the
production, all' large-scale, small-scale
and cottege industries, services and
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other means of increasing the purchas-
ing power and expanding the home
market should be given the prior place
in the development programme.

THexn the Stock Exchanges should be
immediately reformed and - alternate
transfer abolished to create a favour-
able atmosphere for average invest-
ments. A large programme of starting
processing industries and basic indus-
tries should be undertaken.

A new stores purchasing policy aim-
ed at promoting national industrial
development should be adopted. In
planning industrial development, the
import of inflation or deflation from
abroad will have to be avoided,

And, then, lastly, workers should be
given a share in the management of in-
dustries, to check wastage and elimi-
nate corruption.

1 am not preaching socialism here. I
know that socialism cannot be brought
in a suit-case from one country to an-
other. I know it has to grow out of
certain objective situations and has to
be worked for and I know that It
does not come of its own. But, here
and now, without going into the merits
or demerits of this ism or that, we
would say that we want to get the ma-
ximum welfare for the people of our
country. That is why, I resemt the
Prime Minister’s trying to bluff our
people into feeling that socialism is
being constructed in this eountry when,
on the contrary, the vested interests
are being perpetuated in a different
way. I want, therefore, that a real wel-
tare scheme should be adopted and for
that purpose an economic and indus-
trial policy in consonance with the
people’s interest is adopted.

Bhri Tulsidas (Mehsana West): It is
really most gratifying to see that the
economic policy is being _discussed in
this. House. The need has been there
and I am very glad that the Members
are given the opportunity to express
their views on’ the economic pul.lq of
the Government.
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I am not here to criticise other
Members, but I do wish to put for-
ward certain views, particularly on
the approach with regard to our eco-
nomic policy. I am very glad to see
that the Finance Minister has started
with an approach which is not a doc-
trinnaire approach. His only doctrine,
as I could read and understand from
his speech, is that the approach must
be on a practical basis.

There have been a number of arti-
cles recently in the papers with regard
to the economic policy, and a number
of pronouncement by the different
leaders of the Government. There has
been an article the other day, which I
read with very great attention, by our
Commerce and Indastry Minister—an
article in the Hindu. He has also given
bis views with regard to the economic
policy of the Government.

I am very glad that the approach
has been on practical lines and not a
doctrinaire approach. Because, after
all, one has to consider the interests
of the country first and how each dif-
ferent sector or different section of
the country is functioning. I would
like, therefore, to tell the Government
that the approach must be a function-
al one and not a doctrinaire one. The
functional one means that in so far as
different industries or different sectors
have made progress and have shown
results, that should be the guiding fac-
tor and not the mere doctrinaire basis.

My hon. friend, Shri Hiren Muker-
jee has been making, on the one hand,
an approach on & doctrinaire basis,
while, I, think, he is also thinking on
lines of the functional basis. He him-
gelf said just now that the public
sector is not functioning and he also
said that there must be more and more
responsibility given to the public
sector. He has given certain figures
with regard to the functions of the
private séctor. But, I am sorry to say
that his figures aré nbt correct. So
mny industries have reached the tar-
gets which have been fixed in the Plan
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for the year 1955-56 even in 1953-54
and there are a number of industries
which have reached the targets to the
mentot?&uran&mtharmloss-
54 and there are also a number of
other industries which are now on the
way to reaching those targets. There-
fore, if 1 may say so, the private sec-
tor and private enterprise have show:
that they can achieve a number of
things according to the targets fixed.

Our Plan which is based on demo-
cratic principles, has put certain res
ponsibilities on the different sectors
and if particular sectors have to tunc-
tion in the manner, as suggested in
the Plan, then it is but natural that
such responsibility must be thrown on
such sectors. What 1 feel is that, ac-
cording to our Plan, the full implication
of this concept must be clearly realis-
ed. An approach of huge, enormous
and rapid national reconstruction can
succeed either by dictatorial regiment-
ation from the top ur by the
enthusiastic, willing and disciplined
co-operation of the people as a whole.
We have accepted the latter basis and
we must, therefore, go on that basis
and must get the willing co-operation
of the people, as a whole, in imple-
menting this Plan. My point is that,
after all, in this country, we have a
huge mass of people and we have
great man-power. We have to see
that this man-power is really brought
to proper use. The man-power is a
great boon to this country. H its vast
population can be turned into man-
power it will be good. Unless, we turn
that into man-power, it is not possible
that whatever approach may be made,
we may not be able to function in the
manner that would be in the larger
interests of the country as a whole. I
say, it is from this context that we
must see how best the country as &
whole gets the services or the goods
that it produces at reasonable prices
and also that employment is increased
considerably. In our Plan we have
envisaged that full employment will
be reached within the next ten years.
We just heard the hon. Minis-
ter saying that the apbroach is that

20 DECEMBER 1954

Economic Situation 3506
tull employment will be reached with-
in say, about ten years. For that
purpose, the number of jobg that are
required to be filled in will be con-
siderably large. In order to see that
more and more jobs are created, every
sector of the country, whether it is a
private sector or whether it is a public
sector, must be geared to See that
more and more employment is taking.
place. That is the only view that I
take. I do not take it at all that we
must approach the problem on a parti-
cular doctrinaire basis; our approach
and basis must be that more and more
employment is created in the country.

Let us consider the problem that we
are facing. We have a very
large population and our pPopu-
lation is increasing, but we have
limited resources. If we have to de-
pend on these limited resources and
distribute these resources among the
different sectors, then the full employ-
ment that we envisage is not possible
to reach, and unless we create more
wealth in the country, and unless that
wealth is creafed, employment cannot
be given to the large mass of people.
Here I came across an article from the
Economist where such an approach
has been made. That article has been
put up with the speech of the Finance
Minister of the United Kingdom. The
point that he toock up in his speech
wasg this:

“] see no reason why in the
next quarter of a century, if we
run our policies properly and
soundly, we should not double our
standard of living in the country.”

The point that the Economist makes
out is that there is plenty of room for
agreement about the division of in-
crease in wealth between the different
classes of peopla. and the different
sectors. The essential point is that no
community can hope to make a rapid
economic progress unless year by year
in -the allocation of its resources it
gives top priority to investment. More-
over, if there is to be an increase, the
investment must bg in the productive
form of capital and that is an impor-
tant point, We have our resources.
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and we must see that our resources
are invested in the productive form.
Unless our respurces are invested in
the productive form, we cannot expect
that the country’s wealth will increase,
and unless we see that the increased
wealth takes place, it is not possible
for giving full employment. That, I
feel, should be taken as the criterion
of our basic policy.
underlying objectives of the Constitu-
iion, as the Finance Minister just told
us, and in the objectives of the Plan,
the same objective has been taken into
consideration, but somebow or other I
find that in their practical approach it
"has not been taken into consideration.
Whenever a particular problem has
been discussed, it has been discussed
in the light of a particular approach—
doctrinaire approach—and ] only hope
that the announcement of the Finance
Minister, as made today, will be car-
ried out in practice, that a practical
approach will be made and that the
functional approach will be properly
adhered to. It is one thing to make an
announcement, it is another thing to
jmplement it, and I only hope that the
hon. Finance Minister will be in a
position to put forward approach in a
practical sense. We have a number of
‘jsms’ in this country, and every ‘ism’
wants to see that its approach is
brought into the policy of the Govern-
ment; that is the unfortunate part in
this country. We have not yet tried to
see that the people fully rally round
with the idea of co-operating fully
and in achieving the first objective,
that is, to increase the wealth of this
country and to create more and more
employment in the country so that full
employment is reached within a much
shorter period than what we envisage.

Shri M. 8. Gurupadaswamy (My-
sore): You do not want capitalism?

Shri Tulsidas: 1 am not here to talk
about capitalism and 1 oniy hope that
you will understand the approach that
I am wmaking. I am not here to say
anything which is based on ‘isms”.

The olber thing which 1 would like
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to say is that we only try and find out
the faults in the different sectors. We
find faults in every sector practically,
and there is not one sectioi. of the
community in the country which has
no fauits. If we are merely going to
dwell on finding faults all the time,
then our progress will be retarded. Let
us forget, for the time being,' fauli-
finding as one of our approachzss. Let
us ‘try to visualise that all the differ-
ent sections of the community should
be utilised for the fullest use for the
bettermant of the country. That is the
approach that we must have, and that
is the only way in which all the ills of
the country can be remedied. [ am not,
therefore, making any criticism in the
sense of making a criticism, but what-
ever criticism I make it merely with a
view to correct and not to make any
criticism. We are on the one hand
trying to see that the State gets more
and more responsibilities. I am sorry
to say that when I read the Audit Re-
port on the accounts of the Industrial
Finance  Corporation and  when
1 heard today the hon. Fin-
dnce Minister, he bas an idea to
see that a State Bank should function
in this country as any other commer-
cial bank functions. When I see the
Audit Report, it is really a pointer
whether any nationalised institution,
particularly in a sector like banking,
can function as freely and in as flexible
a manner as any other bank, I am not
criticising the Auditor-General; he has
done his duties and he has gone much
tarther when he makes a report of
this nature. If we have a nationalised
bank as is envisaged, is it going to func-
tion with this background? I am sure
that the bank will not fumetion in the
way it is required to function in the
interests of the country. That is one
aspect. We must try and see what we
can achieve in our different spheres
and responsildlilies, If the State is in
a position to have these responsibili-
tles properly carrieq out, then 1
five no hesitation in saying that
Bven this particular thing should
be encouraged, but the basic fact
or approach must be that what-
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ever responsibilities are thrown an
any sectlon, that section must be in
a positior. to take up those responsibi-
lities and  function in the national
intercsis,

I was just reading a speech of Sir
Winsemn Chu:chiil and he has put in a
very good ide:.

Shri S. S. More: He is a good
authority for yuu.

Shri Tulsidas: He says:

“We must beware of trying to
build a sceiety in which nobody
counfs for anything except a poli-
tician or an official, a society
where enterprise gains no reward
and {hrift no privileges.”

1 hope we have no time to do this.
We have got in this country so many
sign posts that we do not know what
our destination is. I am afraid that
we must now become more realistic
and not remain in this, if I may say
so, theoretical basis of approach—
doctrinaire approach. That is what I
have been feeling.

Wren I say that private enterprist
has dove, to a certain extent, the res-
ponsibilities which they have been
given I am not defending what is
wrong in the private sector. The pri-
vate sector raust also change their ap-
proach. After all we had a foreign
rule till a few ¥ewrs back. We have
row our own Government, and Wwe
ourselves today ove trying to build up
the country. Su, we should accept

what 15 m the interest of the country,

or what ultimately is going to deliver
tte goods.

2 PM.

i is an admitted fact that the pri-
vate sector has some achievements to
its credit. No drubt. they 'might not
have been able to achieve certain
things. If we want a mixed economy
wherein the private sector and the
public sector are lo function, and func-
tion properly, then we must create
certain conditions in which both the
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secters will be apie to function effi-
cienily. Unless we create those condi-
tions, I am sure neither of the two
sectors will be able to fulfill its ob- .
jective. Our Prime Minister in
course of one of his speeches said:

“The private sector has its own
way of funclioning. To try to
mainlain the private sector and to
ask them to behave otherwise
than they are bhehaving means
that the private sector is nol func-
tioning properly. One should al-
low within those limits (of a
broad conirolled economy) a cer-
tuin freedom of action to the pri-
vate sector to furmection according
to its own ways."

In other words, according to the
'"Prime Minister himself, it is not possi-
ble for the private sector to function
efficiently if it is bound hand and foot.

Now we are muking so many laws
in this House to control and regulate
the functioning of the different ser-
tors. With so many restrictions it is
net pussible 1o expect them to function
in an efficient manner, as we could
otherwise expect. I do nol for a
moment mean to 3y that there should
rot be any overall control. Now, the
approach which the hon. Commerce
Mipister has made is on those lines:’

- that the overall control must be in the

hands of Government. But in the day-
to-day functioning there should be as
little interference on the part of Gov-
erniment as possible. I do not wish to
say anything about the Company Law.
Thet Bill is now before a Joint Select
Committee of the two Houses, of
which I am a movber, But I must say
that the spproach in the formulation
of that mearure #lso must be such that
the ‘privale seclor shoula be allowed
to functicn with at least reasonable
frecdom and it shosld have a certain
amount of elbow room to function.
Unless our lew is flexible, it is mnot
possible for the private enterprise tc
function in an efficient way.

1 fully agree tha, anything evil
sheuld be put a check {c: Dut the law
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has to be administered properly. Mere
enactment of law will not stop the
evil, In fart, it is the administration
of the law that reelly matters and i
the administration of the law is done
sroperly, then any law can stop the
evils. 1 have dwell on this particular
approach and 1 wish to say that we
sheuld proceed on that cpproach if we
are to huild up our economy. in as
short a time as possible and create
full employment in the country. I fully
realise that in our country we have a
tremendeus lot te do. Our country
provides huge potentialities. We have
a l«rge population; we have vast areas
af cultivable land, which today is giv-
ing a very low yield. Our yieid has 1o
be inercased . There 1s wide scope for
overy possible industry whether it is
large scale or small scale. It the pur-
¢hosing power of the pecple and their
standard of living is increased even
by about 15 to 20 per cent, it would
be impossible for the small scale and
large scale industries together to meet
the demand. But tu increase the
Jandard of living erd to increase the
purchasing power of the people, as I
have already said before, our investi-
ments must be diverted towards pra-
ductive capital wnd not investments
where there is no production. That 18
the only way by which we can in-~
crease our standard of living and
increase our purchasing capacity, and
ence that is done we have in this
.ountry unlimited scope for every
type of industry, whether small scale
or jarge scale. But in order to develop
cae type of indusiry. the other type
must not be put to any disadvantage.
That approach is wrong. We must
supplement, we must complement and
we must develop both side by side.
That ie the only way by which we can
industrialise our country, and if only
we adopt the correct method, there is
immense scope in cur country. There
should be freedom of expansion for
earh type of industry, without neces-
sarily encroaching into the fleld of the
other. Small scale industries can pro-
duce things which are original, and

20 DECEMBER 195¢ Economic Situation 3512

with which machine made products.
cannot compete. It is po use trying te
create compelition between the differ-
ent sections, Every section must be
allowed to go, side by side, get to-
gether and produce more and more for
the country. I only hope that the ap-
proach which Government wiould
make would not merely be a theoreti-
cal or functional one, but a practical
and realistic one. Then only will the
problem facing us be solved.

‘Shri Asoka Mehta (Bhandara): I
am grateful to the Leader of the
House for responding to the resquest
I had made in the last session that
there should be a periodical debate
on the economic policy of the coun-
try. I was also happy, that the Busi-
ness Advisory Committee defined the
scope of our discussion today and to-
morrow and advised Government to
supply the Members with necessary
information beforehand. I was sur-
prised, therefore, to find that the in-
formation brochure that has been given
to us is as insipid a domuent as =&
nursery rhyme, while an important
policy. speech has been made just now
on the floor of the House of which no
notiece was given to us. I  thought
from the discussion in the Business
Advisory Committee that the basic
facts of Government's policy would be
given to us before hand. Anyway that
has not been done,

I would also—like to register my
protest against the wuse of certain
words. Over and over again, the
Prime Minister, the Finance Minister
and their colleagues go about telling us
and waraing us that the policy of this
Government is not guided by a doc-
trinaire approach but it is a practical
approach. I would like to Jmow this.
We have a democratic set-up in our
country. When the founding fathers,
when you among them were trying to
draw up the Constitution of our coun-
try, was it considered doctrinaire by
you while it was said that the judi-
ciary should be separated from the
legislature and the executive? After
all, the experience of democracy tells
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us that if the rights and liberties of
the people are to be safeguarded, the
independence of the judiciary must be
assured. Likewise, the experience of
the world teaches us that if a back-
ward economy is to develop, then the
levers of control like the banks and
insurance companies must be in the
hands of the State. There is nothing
docirinaire about it. That is a practi-
cal conclusion that has come out of
the experiences of diverse people who
have sought to achieve development
in drivers conditions. Such conclu-
sious can not be dismissed as doetri-
narie.

1 would like to confine my observa-
tions to the industrial policy which
has been pursued so far. The indus-
trial policy was first enunciated in
1948, When it was announced condi-
tions in the country were far  from
normal. Our industrial machine had
peen overstrained during the war and
had been seriously weakened. Because
of the communal frenzy. There was
considerable amount of disruption in
the channels of production. There
was @ widespread nervousness among
men of capital and, if I am not mis-
taken, the Prime Minister at that time
had thought it proper to endorse my
observations that capital was on strike,
It was in such circumstances, at 8
time when the Gowvernment was not
a pure Congress Government—there
were elements in it which the Prime
Minister often described at rightist
and reactionaries—that the industrial
policy was adopted. Perhaps the in-
dustrial vpolicy that was announced
was evolved as a result of concessions
that had been made to those rightist
and reactionary elements inside the
Catfinet, and also because of the spe-
cial circumstances, national and inter-
national, that were then prevailing.
Those circumstances have changed
today. That is ome of the reasons why
it was laid down in that policy state-
ment that there would be a review of
the industrial policy after ten years.
We are called upon to have an early
review not-only because the condi-
tions have changed and changed radi-
cally, but we ere embarking upon the
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second Five Year Plan wherein the
accent will be on industrialisation. At
such a time it is absblutely necessary
that we review and re-assess the
fundamental of our industrial policy. 1
was suprised to find that the Finance
Minister merely echoed and reiterated
the moth-enten policy of 1948, a policy
which was enunciated in an entirely
different set of circumstances. = Today,
the Prime Minister has placed before
the country two new goals, two new
social objectives. He says that we
stand for the realisation of a socialist
economy and he further says that we
stand for the elimination of unemploy-
ment within a period of ten years.
Surely, the industrial policy must be
in conformity with the new goals that
he has enunciated, but I find—and 1
am sorry to say it—that the indus-
trial policy as it has been worked so
far, and as it is likely to be worked
in the light of the statement that has
been made by the Finance Minister
today, does not promise to fulfil or
does not move towards these exalted
objectives.

Even the industrial policy resolu-
tion, inadequate as it was, has not
been properly implemented. Firstly,
the element of control and regulation
nhas been haphazordly organised. We
find that profit have been raising. In
1050, the profits were seven per cent.
of the pad-up capital of the privately
owned industrial concerns in  the
country. ‘In December, 1953, the pro-
fits mounted up to 18'6 per cent. of the
paid-up cpital. The profits are not
ploughed back at all, or the profits are
ploughed back in a very inadequate
tnanner. The profits in India for 1950
and 1951 have been analysed in the
publication by the Reserve Bank of
India; information on the profits is
available only for these Yyears. This
study of the Reserve Bank is comn-
mented in the ~Eastern Economist,
thus:

“In the first place, the gross pro-
fits of all private and public limited
companies are probably how of the
nrd_erutas.m'.'ncmrestons.zao
crotes. Their capacity to finance
themselves might be reckoned as
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something like Rs. 100 crores inclu-
sive of depreciation. Assuming that
depreciation makes an inroad of
about Rs. 40 crores per year, this
would still imply that Indian indus-
try is capable of new investment of
something between Rs. 50 to Rs. 60
crores. These are figures so much
beyond existing estimates that it
seems difficult to explain the shor-
tage of capital in the expansion of
these companles. If the Reserve
Bank estiates amre correct, where
is private capital formatiop in in-
dia companies spending itself?”

That is what the Eastern Economist
is asking. So what happened to pri-
vate capital? Where do the profits in
private inaustries disappear? Surely,
the reasoning of the Reserve Bank of
India cannot be wrong. There is
something wrong with the way the
private industries are being managed,
and in the way they are being con-
trolled by my friend, the Minister of
Commerce and Industry. The Finance
Minister and the Prime Minister have
proudly claimed that there has lLeen
a sharp increase in industrial produc-
tion, but what do we find? The in-
crease in Industrial production = has
not been accompanied by an increase
in employment. On the contrary,
pari passu with the increase in pro-
duction, there bas been seme fall .in
the number of persons employed in
industries. We find that while the
number of factories that have been
brought within the focus of the cen-
sus of the Indian manufacturers has
been increasing from year to year and
their annual production has also been
mountng up, the number of workers
that are covered by these factories
has been steadily falling. We find
that for a period of five years, the
number of workers has been fluctuat-
ing around 16,32,000.

The same industrial policy state-
ment of 1948 had assured us that in-
dustrial co-operatives is one of the
major objectives of the Government.
Hardly any efforts has been made to
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develop industrial co-operatives. The
Shroff Committee tells us that there
are only 1,652 societies with a work-
ing capital of Rs. 6'65 crores, but two
thirds or three-fourths of them only
concerned with handloom weaving. We
therefore find that this important sec-
tor of industrial co-operative has re-
ceived hardly any attention from the
Government in the last six years.

The third important assurance that
had been given by the industrial
policy statement was that a manage-
rial cadre would be created. Where 15
the managerial cadre? New establish-
ments are being set up. They are be-
ing handed over to members of the
Indian Civil Service or the Indian
Administrative Service. They are not
competent, they have not the back-
ground, they have been not the re-
quiste talent and experience to handle
these big enterprises involving invest-
ments of crores and tons of crores of
rupees. We were told that a different
type of managerial service would be
built up. But where is it? There are
top-class managerial talents in  our
country in private enterprise. Why
could not they be drawn to run these
State enterprises? It is a matter of
pride, and it would be a matter of
tremendous challenge, to any person
of outstanding managerial talents to
be provided an opportunity to run a
Sindri factory here or an iron and
steel plant there. But we find that the
Government have made no effort to
build up a new kind of managerial
carde and they have been  relymng
more and more upon the old IC.S.
personnel. :

When we come to the public sector,
there has undoubtedly been a certain
amount of development. We are
happy that the public sector has ex-
panded in the last six years. But
what do we find? It is a very lopsid-
ed development; it has not been well
thought-out, well-conceived. In res-
pect of major industries, eight impor-
tant industrial establishments have
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been installed and they demand a con-
siderable amount of steel, in the pub-
lic sector. In the private sector, per-
mission has been given for these in-
dustrial establishments, to build them~
selves up and to develop themselves,
but nothing has been done to ensure
that the production of steel in this
country is increased side by side. For
six years the Government have been
negotiating discussing arguing ex-
ploring, but have not achieved any-
thing. The signal failure of the Gov-
ernment on the steel front is a matter
of profound regret. And as
my friend and colleague  Shri
Meghnad Saha has calculatted, this has
meant a loss of Rs. 500 crores to the
country, thanks to the inaction of the
present Government.

In regard to power production we
are told that the production of elec-
tric power will be increased. We are
happy that it will be so. But will this
power b~ made available to small
producers? Has anything been done
in the Damodar Valley area, in vari-
ous river valley areas for this power
production to be made available, not

merely technicdlly made available,
but in terms of suitable economic
conditions, sociological  conditions,

marketing conditions and credit faci~
lities provided to enable the small
man to make use of the power that is
to be generated?

In the public sector our oldest pub-
lic entepprise is the railways. There
is little improvement in the economic
functioning of the railways, with the
result that confidence is not created
in the mind of the people about the
efficiency and the ecomomy of the
public sector, No bold experiments
are being tried in industrial relations
at all. These days we are happy in
welcoming the great leader of Yugo-
slavia, Marshal Tito. But one of the
great achievements of Marshal Tito
and his Government has been bold
experiments in industrial relations.
While I do not expect my friends Shri
Tulsidas and Shri Somani to try these
bold experiments, surely T was enti-
tiled to expect Shri T. T. Krishnama-
chari to make such bold experiments.
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It is after all in the industrial sector
that the workers must be given a new
condition and a new position. With
the result, that our friends Shri Tulsi-
das and Shri Somani can be smug
sbout it and say “we are giving as
good conditions as Government are
‘i\fing"-

There is no new experiment, no new
departure, no new exploration as far
as industrial relations or the organisa-
tion of management along new lines
is concerned. The public sector in an
economy like ours must function as a
balance-wheel and a  steering-gear.
It is hardly functioning in either of
these directions.

When we come to the private sector
1 would like to point out that the pri-
vate sector should not be confused
with merely a handful of big busines-
smen. But that is what is happening
today. If we look at the number of
new factories that have come up in
the industrial expansion, we find that
the same handful of big business
houses are growing everywhere, It
is Tatas, Birlas and the Dalmias.
1 you come across a new fac-
tory in the country and enquire
who is behmd it, you will know
that is one of these old esta-
blished houses which is growing, whose
control is expanding, whose economic
importance and economic weight in
the country is growing. But no effort
is being made to discover new talents,
to find out new people of initiative
and enterprise. I would like to ask
Government how many new industri-
alists have been discovered. After
all, even in the British days a° new
T. T. Krishnamachari emerged. In
Shri T. T. Krishnamachari’s regime I
would like to know how many un-
known people, how many able men:
have been discovered and encouraged..
That would be the test of the success.
of the private sector. That would be:
the test of the success of the Govern-
ment's policy towards the  private
sector. But Government only cares
for and runs after the established
persons, the established big business
houses, and the Government today i$
helping an increasing trustification of®
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-our ecomomy, which is & regrettable
thing. BState assistance is being pro-
‘'vided and persons nominated on
warious Board and Corporatioms, the
very persons whose names have been
handed to the Income-tax Investiga-
tion Commission for tax evasion.
Either you believe they are guilty of
tax evasion, either you wait till they
come out with a clean bill, or there
is no point in appointing these Com-
missions. If wyou believe they are

guilty, why do you give them finan- -

wial assistance? Why does Government
appoint them on various Boards and
Corporations? 1 would like to know
from Government—I do not want to
know the names—but I would like to
know the number of those  whose
names the Government handed to the
Income-tax Investigation Commission
.on the one hand and whom the same
‘Government has been appointing on
the various Boards and Corporations
and to whom financial assistance is
being made available from time to
time.

In the private sector the rate of
capital formation is very low, only 8
per cent. Even in our country today,
which iz predominantly agricultural,
the rate of capital formation is seven
per cent. But the Reserve Bank’s
study of company finances shows that
in our industries the rate of capital for-
mation is only eight per cent. This is
a scandalously low rate of develop-
ment. The Shroff Committee report-
-ed that only Rs, 28 crores are invest-
ed for the development of our indus-
ties by private enterprise every year.

These things show that our private
sector is weak, is rather an unstable
sector. It has to be spoon-fed at every
turn. Because it is a trusted sector it
wants big profits and big advantages
and wants to exploit to the full what-
ever facilities Government want to
-offer.

The pattern of relation between the
private secior and the public sector
thas not been worked out at all. It has
ot heen worked out inside the Cahinet
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even. We are told there are certain
Ministries which favour the expan-
sion of the public sector and there are
others which favour the expansion of
the private sector. It is all very good
to talk “there is mo conflict between
the two sectors”. The conflict exists
even today, six years after the enun-
ciation of the Industrial Policy, inside
the Government, inside the Cabinet
itself. A Government which is not
able to resolve the differences bet~
ween the two sectors inside its own
house, is incompetent to resolve the
differences in the larger body politic
of our country. '

The public sector and the private
sector compete for credit in the same
market. New sources of savings and
investment for the public sector have
not been found. We are told that a
State Bank will be set up. I am happy
about it. Take for instance China.
There may be many things about
China which one may like or may not-
like. But in Communist China, in
1953, in the State banking enterprises
it was found that there were 300,000
employees. All the banks in India to-
day have only 65,000 employees. The
State Banks in China had five times
the number of employees, which me-
ang that the whole net-work of bank-
ing had gone much wider, and deeper.
After all China had to begin under
conditions far more difficult than in
our country. But there it has been
done. Here the matter is still to re-
ceive consideration, and the matter is
deemed to be so complex that I do not ,
know when this Government will be
able to come to any conclusions and
implement them.

As far as the private sector is con-
cerned, I would like to draw  your
attention to two facts. One, that in
the private sector where it suits the
Government, every kind of favours are
showered, and when it does not suit
them evep adwvice is mot isken. Mr.
J. R. D. Tata in the speech he made
to the Tata Iron and Steel Company
general body meeting sald:
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“Faced with this extraordinary
situation, we thought it our duty,
drawing on our fortyfive years'
experience of the steel industry,
to invite Government’s attention
to what seemed to us some ua-
satisfactory aspects of the pro-
ject. We can have no complaint
if the views we expressed  were
not found acceptable to Gov-
ernment, but 1 was sorry to find
that our action was unwelcome.”

‘He proceeds further and says:

“It seems, however, that advice
of any kind is not wanted these
days and that it is improper to
express views at wvariance with
those of Government, even in
economi¢ matters.”

Is this the way you expect people
to co-operate? I know Government
is not interested in seeking our co-ope-
ration. Plans are drawn up and two
years afterwards we are given twu
days’ time and asked to express an
opinion within an hour or two or three
or four hours. No consultations be-
forehand are ever held. But I am
surprised to find that even in indus-
trial development you are not interes~
ted in seeking the advice—you may
reject the advice—of those who un-
derstand the ¥now-how.

Then again, while the Prime Minis-
ter is very proud about his practical-
mindedness and he is never tired of
criticising us for our adherence tona-
tionalisation. May I point out that his
Government is following a policy of
which at least we would never have
been guilty? Mr. J. R. D. Tata in the
course of his observations to the Tata
Locomotive and Engineering Com-
pany said:

“There Is, however one aspect
of the matter which needs to be
mentioned. In answer to a ques-
tion in the Council of States in
April. 1953, the Deputy Minister
for Railways stated that the re-
commendation of the Public Ae-
counts Committee that the Gov-
ernment should consider the ad-
visability of their taking over
from Telco the manufacture of

500 L.S.D.

boilers and locomotives and runn-
ing it as a State-owned industry
was still under examination.

At no time since Telco was
launched has the question of the
nationalisation of the company
heen raised by Government and
tc the best of our kpowledge,
Government have had no  such
intention.

- - - - -

Shareholders will therefore ap-
preciate and share our feelings on
learning that as recently as May
this year, the Deputy Minister of
Railways repeated his previout
statement in identical terms im
the House of the People. This -
second stalement in Parliament
by Government is rendered all
the omore extracordinary and
damaging by the fact that it
was made at about the time
when they themselves were press-
ing us to increase our boiler and
locomotive manufacturing capa-
city, had sanctioned a scheme for
a large foundary at a cost of Rs.
2 crores, and approved a fifteen-
year agreement with Messrs Di-
mer Benz which involved a sub-
stantial participation in the share
capital of the companv.” ’

What does the Government want?
Does the Government want nationali-
sation of the concern or no nationali-
sation of the concern?! Surely, there
should be a definite policy. We have
a Planning Commission. We have &
Government. We have an economic
Committee of the Cabinet. We have
got the entire paraphernalia for think-
ing, but the thought is lacing. Itis a
fantastic thing. We have a Govern-
ment which speaks with many voices,
which talks in a contradictory fashion.
It creates total confusion for private
enterprise on the one hand and it cre-
ates confusion, for the Socialists, those
of us who pleag that the economic
pattern of our country should be
along soclalistic lines. It is this va-
cillation which needs to be corrected,

What do we find? The Govern-
ment today once again speaks in'all
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kind of idioms. I do not know when
the Prime Minister is going to speak.
When he speaks, he will make an
assertion and make ten reservations.
Once again, we will not know whe-
ther the assertion is the operative
part or the reservations will be the
operative part. As far as small-scale
industries are concerned, what do we
find 7 Here is a complete survey of
the small-scale industries in Calcutta.
There are 30,000 small-scale esta-
blishments employing 121,000 persons.
The value of the finished products
works up to Rs. 54 crores a year. The
assets of over 26,000 establishments
are less than Rs. 10,000. Even then,
they pay a fairly good wage to the
employees. No adequate provision
has been made to provide credit faci-
lities for them. Often they have to
borrow from the private people at a
rate of interest nearing 18 per cent.
I can say about my State of Bombay.
A sum of Rs. 10 lakhs was provided
in 1952-53 for giving loans to small
enterprises. Only a sum of Rs. 27,000
has been spent throughout the year.
In Sweden,the loans granted to small
enterprises amounted to Rs. 75 crores:
that #= 35 pér cent. of loans from com-
mercial banks to industries and ser-
vice trades. That sum of Rs. 75 crores
given to small enterprises has climbed
down here to Rs. 27,000 in the course
of one year, in the highly developed
State of Bombay.

No technical assistance is available.
My hon. friend Shri T. T. Krishna-
machari needed foreign experts to tell
him that techmological laboratories
have to be established. But, what is
the use even of these technological
laboratories? What have the National
Laboratories that are headed by the
Prime Minister been able to do so far?
1 have gone through the Progress
Report of the Planning Commission.
What have been their achievements?
I would welcome from the Prime
Minister a full report on the achieve-
ments as far as industrialisation and
economic development of our country
are concerned, and the contrjbution
meade by ,our National Laboratories
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to those ends. If the National Labor-
atories have remained barren so far,
what hope is there that the technolo-
gical laboratories to be set up will be
achieving anything better.

In the United Kingdom, a remark.
able way was workeg out for provid-
ing assistance to small businessmen:
1 mean the establishment of trading

estates. Government themselves built
factories,  They sametimes provided
machinery free. They rented out

small portiovns of the factories, Credit
facdlities were provided. Other ar-
rangements were made round about,
30 that men with small resources may
go there, There are in our country
hundreds of thousands vf people who
retire at the age of 55 with Rs. 25,000
or 50,000 coming to them as gratuity
and Provident Fund. They would
like to invest their life savings in &
small industry somewhere and them-
selves work there and spend their
time and energy in some productive
enterprise. What facilities have they
got? Has the Government bothered to
establish such townships? Have they
organised trading estates in the coun-
try? In the UK. in the last six years
104,000 people have been found em-
ployment. The whole pattern of eco-
nomy has changed in a large number
of former depressed areas, by this
method of trading estates. Ewven this
simple idea which is being worked so
well in the UK, has so far received
hardly any attention from the Govern-
ment here.

I would like to invite your attention
to the goals that have been set up be-
fore us. There is nothing very diffi-
cult about providing the jobs that we
have to provide. I find from Shri
Ganguly's book,—the eminent econo-
mist of Delhi who was sent by the
Government of India to China—his
book is called Economie Development
in New China— I find that in a single
year, or perhaps in two years, inm
China employment was provided for
12,00.000 people. If it could be done
ihere, surely, it can be done here too.
Why it has not been done so far is »
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matter which deserves semous investi-
gation and it is not merely enough to

say that this matter is under consi- -

deration as it has been under consi-
deration ever since this Government
was formed,

The Prime Minisier bas assured us
tha: our objectswe is democratic so-
cialism, The Prime Minister is in the
babit of saying that he does not think
of sociaiism in a doctrainaire fashioz,
1 hope and trust that the Prime
Minister will realise, will accept, will
agree that any concept of socialism
must mean (i) economic equality, (il)
social mobility and (iii) expanding
democracy., In what fashion have we
moved towards economic equality in
our country? On the one hand, in the
field of industries, there is developing
trustification, the Tatas, Birlas and
Dalmias. With the strength of their
powers and resources, a great mooo-
poly is gripping the whole economy
of the country. On the o.her hand,
because price income correlation is
unfavourable, in the case of the small
producer, the primary producer to-
day, there is greater inequality in our
country than there was before, I
would welcome from the Prime
Minister a clear statistical analysis of
how far in his regime of eight years
there has been greater approximation
towards economic equality in the
country, how much greater approxi-
mation is going to be achieved im the
next ten years. In Yugoslavia, the
difference between the lowest and
highest incomes is 1:6; in Sweden, it
¥ 1:3; in Norway, it is 1:2. T would
like to know from the Prime Minister,
from the Government, after ten years,
what is going to be the margin be-
tween the lowest and highest income
in our country. There is no use talk-
#ng about general trends and general
tendencies. Even in the US.A,,
there is a tendency towards economic
erquality. We want to know the pace,
the rate. the manner in which the
glaring inequalities ¥ this country are
going to be corrected, in the next five
or ten years. The Planning Commis-
sion iz beautifully vague on these basic
aspects of the question, As far as

" per cent.
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social mobility is - concerned, I may
state that an traditional occupa.ions
in our country, the rural craftsmen,
this is the conclusion that I have
reached. For every 100 persons who
have clung on to traditional cccupa-
tions, 201 have been pushed dowm .
while those who have clambed up ..
would form a mere fraction of ome
Here again, 1 woulg like
the Finance Minister or the Com- .

merce Minister or the Prime Minister . .

whoever is going to reply to the de- .
bate, to tell us what has been the
rate of social mobility in this country.
How many people from traditional
ocrupations have been preveated from
crowding . the over-crowded agricul-
tural occupatton? How many of them
have been stifled, have been diverted
to different occupations, to higher cc- |
cupations? There. too, very little has
been done.

The Ford Foundation’s Report is
there, What are the technological
laboratories going to do? What s
needed, as I have pointed out over
and over again, is to introduce ra-
tionalisation at the bottom. Rational.
isation at the bottom demands think-.
ing in terms of technological streams,
thinking in terms of training the
technological stream of our economy,
thinking out, working out technologi-
cal locks which will prevent the flood-
ing of lower levels of our economy by
the more developed levels of our eco-
nomy. i

These are ideas which we have L#én
placing before the country for the past
many years, and Government never
thinks that these ideas deserve any
consideration,

A group of foreigners come, aad
they have some elementary sugges-
tions to make, but the more detailed,
the far more constructive suggestion
of working out technological locks
and training the technological levels
in the country have received no consgi-
deration from Government,

Lastly, may I point out that even in
Government establishments there has
been no provision whatsoever for
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workers’ participation ¥ the manhages-
ment. I do not understand what is
gained by welcoming great dignitaries

mom foreign countries and saying thet-

their countries have great things w
teach us and our country has grear
fhings to teach them when we make
0o effort to learn from the life, from
the inspiring efforts and experiences
of those countries 1 know something
of Yugoslavia, I have studied about
that country, and I can assure you

that one of the great achievements of

that country has been o make it pos-
sible to win over the allegiance of the
workers, to enlist bis enthuysiastic co-
operation by giving the worker a say
and a share in the management, In
all these significant directions 1 bave
found that vur Finance Minister had
nothing worthwhile to say. 1 have
beard this set of figures before, |
bave read this string of figures be-
fore, they need not be thrown at our
faces once again, 1 was hoping that
after the Prime Minister'’s announce-
ment that our objective is democratic
socialism and full employment ir. the
next ten years—and I was entitled to
hope—some kind of significant ad-
vances woulg be made, Except for
the suggestion that the Government
will ponder over the proposal to set
up a State Bank in the country, no
mew area, no new continent has beep
opened up before us.

-

Therefore, 1 would end by saying
that the industrial policy in the past
was framed under a different set of
circumstances. Those circumstances
have changed. Ewven that policy has
not been wisely ang fully implement.
ed, and the time has come when a
new policy needs to be enunciated, a
new policy in conformity with the
exalted objectives which are shared
by all sections of this House, which
would enthuse and inspire millions in
our country, that have been set before
our people by the Prime Minister. 1f
these objectives are to be treated as
real, our industrial policy needs to be
re-enunciated and not In the terms in
which it has been done this moming.
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Shri Bhagwat Jha Azad (Purnea
cum Santal Parganas): After the
speech of the Prime Minis.er just re-
ported in the press, we had expected
that there would be a great change
m  the industrial policy of the
Government of India. 1 wouls
have liked to participste in the
debate on the progress of the
Five Year Plan vis-g-vis the edu-
cation pulicy, which is no palicy
of this Government, the land pulicy
and also the health and housing policy
of which the Health Minister is very
proud, but I will confine my remarks
to the industrial policy which is up-
permost in our minds these days, Angy
as a matter of fact, the whole country
was expecting with eagerness what
would come on this day from the
spokesmen of the Government on in-
dustrial policy,

We know very well that the first in-

* dustrial policy was framed i 1948. Of

course, the circumstances were differ-
ent then, and I should not go into
those circumstances, but we know
that since 1948 experience has been
gaineg by the Government of India in
various flelds, and we feel now that
it is time that we re-assess our policy
in the light of the present circums-
tances and the experience gained by
us,

The Five Year Plan divided the in-
dustrial field into two sectors, the
private sector and the public sector,
The private sector was given a maxi-
mum target to be achieved, and that
was that # would invest in the econo-
my of Indian industry about Rs, 333
crores. In the last three years, the
private sector has been able to invest
only Rs. 96 crores with the result that
it is much behind the target fixed for
the private sector. And now we are
told that it is t#me that we should give
up this distinetion between the public
and the private sector, There are
some very influential gentlemen either
¥y the Government or in the party wor
in the country who say that in the
backward economy of ours there
should be no distinct division between
private and public sectors, They say:
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“Let the country grow haphazardly,
does not matter, without the distime-
tion between public and private sec-
tor. After ten years it will be 'lime
to think whether Government should
control the private sector or not.” And
how much importance the Govern-
ment % attaching to thé industiial
policy is seen by the faci that the
Finance Minister, the Prime Minister,
the Commerce and Industry Minister,
not one of those who are in charge of
these policles is present in the House.
Because of that we feel that the im-
portance they attach to the industrial
policy is very negligible, The policy
is full of shortcomings, and we are
told that the Government will do one
great thing, and that great thing is
that they will think over the estab-
lishment of a State Bank. That is
the biggest policy that has come after
1948. '

We say that the private enterprise
which has a large fleld has not come
up to our expectations. In spite ol
the concessions, in spite of the things
demandeg by the private sector, it has
not come up to our expectations. In
asking for encouragement to invest-
ment, they want from the Government
a low wage structure. They want
from the Government concessions in
various social fnatters, They say:
“Let not the Government's legislation
go mto industries, into faclories, be-
cause that will impair the investment
ability and the aptitude of the private
sector. of the capitalists” And
therefore, Government up till now
have tried to boost and woo this pri-
vate sector with the result that up till
now only a part of the target has
been achieved, only Rs, 96 crores
have been invested by the private
sector. It is saig that in 1854 and
1955 they will invest Rs., 64 crores,
but still their investment will be be-
hind by about Rs. 175 crores compar-
ed to the target laid down.

An Hon. Membeér: No, ac.
Shri Bhagwat Jha Azad: We will be

glad to welcome a contradiction from
the hon, friends who say “no” and
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who are the chamipions of thé capital-
ists, that they have gone ahead of the
target fixeg m the Five Year Plan.

If you look into the proceedings of
the Associated Chambers of Com-
merce and Industry, Calcutta, you
will ind that each year they have
been criticising the Government that
they had not been given sufficient in-
centive to invest, sufficient opportuni-
ties to develop this country industrial-
ly. 1 will quote a few words. In their
resolutions passed at Calcutta a few
days back they have been pressing
the Government for greater security
and encoliragement for invesiment.
What are those securities they have
demanded? They say there should be
“positive incentive to work, save and
invest by alleviating the burden of
direct taxes and spreading indirect
taxes, greater moderation and gre-
dualness in the imposition of excise
duties.” That relates to realisation aof
taxés.

Talking of the Industrial Disputes
Act, the President of the Chamber
says that the Chamber “invites the
attention of the Government fto the
heavy burden put on the employers
by the social measures.” Not only
that. He savs: “There have been
signs on the other hand that Tribunal
interpretations are merely serving o
discournge progressive employers.”
He meant thereby that Government,
while trying to clear the misunder-
standings, quarrels or disputes be-
tween the employers and the em-
ployees by appomting these tribunals
to interpret the provisions of the Act,
were, however, discouraging the pro-
gressive employers, because these
tribunals were trying to throw the en-
tire thing on the back of the em-
ployers rather than on the workers,
This # what we find from .tre speech
of the President of the Assoc'ated
Chambers of Commerce at Calcutta.
The moment Government come for-
ward with some social legislation,
immediately the cry comes that they
are marring the aptitude and incen-
tive of the private sector. If you try
to amead the Constitution teo secure
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eronomic justice, immedsately there
comes a hue and cry that that wil
spod the entire economic set-up in the
country. 1f you set up a Taxation
Inquiry Commissjon, immediately,
they say, it is bad. I shall just refer
to what the President of the Asgsociat-
ed Chambers of Commerce said at that
conference at Calcutia. He saig that
amongst the shadows overbanging the
business community was the recom-
mendation of the Taxation Inquiry
Commission. The Taxation Inquiry
Commission was set up to find out
what would be the burden of direct
taxation, and what the effect of in-
direct taxation. But we find here a
statement, here is a shadow overhang-
ing the business community; ang the
business community requested the
Finance Mnister who was present
there, to see that this shadow did not
grasp them_ So, in whichever field
‘Government come forward with any
progressive measure, and in which-
ever way they do it. immediately
comes the private sector, which is
supposed to be the champion for the
#dustrial develooment of the country,
which says, that the initiative of tho
private sector is marred.

Therefore, I have come to the con-
clusion that our objective of maximum
production, full employment, and so-
c#al and economic justice, which have
been laid down in the Government
Resolution of 1948 on  industrial
policy, cannot be achieved by the
policy which we have been following
so far. Here is the t¥me, when, in
the light of the experience we have
gained and the assessment we have
made, we have to revise our indus-
trial policy. In paras 4 and 7 of that
Resolution, we had limited certain
industries to be under the control of
Government; of course, in some indus-
tries, the State conirol was to be ex-
clusive, while in others, the State
wanted to regulate and control, but
leave rest of the #dustry in the hands
of the private sector. The time has
sow 'come when we should tufn over
that opolicy, that is. Government
“should control all the key industries,

v
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and there should be the maximwn
amount of public con.urol uver such
industries, and whatever is left over
should be left to the private sector. My
hon. friends to the right as well as
left are laughing, for they think that
this is a very wonderful position. But
I feel that the time has now come
when Government should take over all
the key industries. 1 am not import-
ing any views of my own here, but I
might just quote what the Finance
Minister himself had stated, narmely
that in a backward econumy like oufs,
“it #s a truism that the private secior
cannol amass the huge guantity of re-
sources that are needed for the deve-
lopment of our country.” Therefore,
it is essential that instead of casting
our lot with those persons who are in-
terested, not in the national good, but
#n the interests of a group of persons,
we should cast our lol with the pub-
lic sector; it is far better that we may
go wrong thrice in the public sectoc
rather than to go wrong cnce in the
private sector after casting our lot
with ~them. I feel that # is very
essential that we shoulg control all
the industries which are vital for the
life and interests of the nation, and
only the remaining industries should
be left to the private sector. Even the
latter staternent I shall qualify by
saying that we cannot allow the pri-
vate sector to go on developing as it
likes; we must have strong control
over the private sector, There can be
no compromise between the public
sector and the private sector, saying.
I am doing this' for myself, and you
are doing that for yourself; and after
sucking every drop of blood hapha.-
zardly, the private sector should come
and present a skeleton to Government
at the end. saying. look here, it is be-
yond my control, and therefore, you
take over and have it under public
control,

I shall just refer in this conmection
1o, what Shri B. M. Birla stated after
his return from his recent tour of the
western world where he contacted his
friends who probably assured th_u:

[
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some help in the industrial develop
ment of ihis country, He said that
intemational capital had agreed to
<come to thi country, but that would
not be in the form of loan Capital, but
in the form of investment Capital and
that should be given sufficient incen-
tive for profit, and sufficient safeguard
%o go back whenever they want. We
would very much wish, # it is pos-
sible for us—I think it is possible—to
encourage the flow of loan invest-
ment under terms that will suit our
country, Of course, I am not against
investment cap#al coming to this
country, but only under certain condi-
tions, Sh“ri B. M. Birla had stated:

“But the investment capital
would be forthcoming only if in-
vestors felt free to invest in the
country and were allowed to take
back their profits and alsoc capital,
whenever they desired to do so.”

To the first part of this statement,
we may agree, but when it is said that
the investors should be allowed to
take not only their profits, but evea
their capital, we cannot agree; and
that is the most objectionable part of
his statement.

Mr. Chairman: The hon. Member
has got only three minutes more. He
has already taken twelve minutes.

Shri Bhagwat Jha Azad: Yes, I
know.

If Governmenat decide to take
over the control of ° those industries
which are vital to the nation’s inte-
rests, I would say that there must be
an industrial cadre to manage those
industries. I will compliment our ad-
ministration which has specialised not
in running the public  sector, but in
something else which the country has
called red-tapism. This s a compli-
ment for them in the sense that they
are not experts on the running of in-
dustries, but that they are experts of
administration. Seo, it is very neces-
sary that if at all Government decide
to widen the public sector, they must
have an industrial cadre‘to manage it.
That industrial cadre will not certainlv
ccme from our administration and the
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1. C. 8. officers, wno have got no in-
centive at all to run the public sec-
tor (Interruption). 1 would, ‘there-
force, suggest, Madam.....I am
sorry, Mr, Chairman.

Mr. Chairman: Are old men to be
called Madam?

Shri Bhagwat Jha Azad: An inter-
ruption came  from a lady Member
here, and I was trying to reply her.

Sardar Hukam BSingh (Kapurthala-
Bhatinda): Is it the private sector or
the public sector that is running now?

Shri Bhagwat Jha Azad: We might
even call upon Mr. Birla to manage
an industry, but we will not allow
Lever Brothers or Parry Brothers to
manage it for a group of persons.

Another most important thing that
we want to develop in this country,
when we widen the public sector, is
to create a powerful labour movement
which will have a share in the ma-
nagement of industry. Labour is as
much a part and parcel of the ma-
chinery as the employers, in the ma-
nagement of an industry, for it is not
the employers that they are serving,
but they are serving the nation; and
therefore, the workers must be asso-
ciated in the management of industry.
So long as we are not giving suitable
encouragement to labour, all the trou-
ble that we undertake for the ame-
lioration of the conditions of labour
in this factory or in that factory, by
building houses for the workers and
their families, and so on, will not help
us to develop our country.

There are two objections which are
raised against the public sector, name-
ly lack of finance and lack of ex-
perience. I feel that in this country,
there is no scope for small savings to
any great extent; there is no saving
from agriculture also. So, the finance
has to come not from agriculture or
from small savings, but from other
sources; we must look towards trade;
we must look towards commerce, we
must look towards industry, we
must look towards banking and insu-
rance, and we must ook towards the
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big specul.ahve ‘business that is being
<done in the country. After the ba-
lance-sheet is prepared we should not
only see the bankbalance but ulso
the hidden capital because most times
profits declared are passed over to the
individuals rather to the account of
the firm. If we could tap those ave-
nues and resources, we shall be able
to succeed in our effort to industria-
" lise the country.

Secondly, as regards the personnel
- for the management of the public sec-
tor, 1 feel that if we have got deter-
mination to manage it, if we have got
a determination to dewvelop this coun-
try, in the way in which I have out-
lined, I feel that the objection raised
on this score also can be met, and we
shall get the necessary personnel to
run the industries. There are suffi-
cient men in this country who can run
this, if only we could proceed with a
strong determination and ealist their
services.

Finally, 1 would say that we believe
in mixed economy because we know
that individual planning perils the
bread of poor man and collectivist
planning hastens the freedom of indi-
vicual to grave. Therefore we believe
in mixed economy but with a greater
emphasis on the public sector rather
than on the private sector.

With these words, I hope that there
will be a marked change in the indus-
trial policy followed by Government
since 1948,

Dr. Krishnaswami (Kancheepuram):
I should like to invite the attention of
the House to a consideration of the
realities of our economic position and
not to quarrel over shadows, as has
been the tendency in recent debates.
There are four economic riddles which
face us teday, on which, I hope, the
Finance Minister would throw some
light. Firstly, we have a policy of
open adherence to deficit financing.
Nevertheless, the prices of crops have
gone down and are . expected to'go
down mext year, notwithstanding the
sharp decline in output that is anti-
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cipated. Secondly, we are thinking of
great expansion of investment at home
which would necessarily lead to an
unfavourable balance of payments
But nothing of this sort has occurred;
iniports ahd exports have been ba-
lanced at a lower level. Thrdly,
according to the Vice-chairman of
the Planning Commission, unemploy-
ment today is greater than it was be
fore the Plan was initiated. Fourth-
ly, national income is supposed to have
inereased, but our rate of overall in-
vestment seems not to have increased
at all. Tt is this peculiar position to
which 1 wish to invite the attention
of this House. I should like to point
out that to the extent that we have
succeeded in our planning, to that
vervy extent, unless we expand con-
siderably, these factors—disquieting
factors—which I have mentioned are
likely to be perpetuated.

It is in this context that we
have to view our industrial policy.
QOur new industrial policy, therefore—
and I enunciate it straightway as the
proposition which I intend proving—
must concern itself with investment
at home, with imports, particularly of
machinery and help in, what I would
call, the widening and deepening of
investment on the home front. To-
day a sham controversy is taking
place over the role which the public
and the private sectors should play.
I have not been able to understand
the great amount of dust and din
that has been raised over this ques-
tion., I believe that it will be accept-
ed by all men who have applied their
minds to this question of economic
development that it is not so impor-
tant as to whether a certain industry
is within the confines of the public
or the private sector, What is most
essential is the speed with which
economic development is brought
about, and how it is done. I
am not one of thoe who think
that all monopolies are bad; they have
their defects; they do indulge in res-
trictive practices. But taking into ac-
count the climate of public opinion,
the social factors that have gone to
charige the very concept of private
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capital and the idea of social respon-
sibility, and the enormous powers
that the State can wield, I venture to
think that these great magnates, pro-
vided public opinion is vigilant, in-
stead of being the crestors of public
opinion, would have to be the crea-
tures of public opinion.

But having said this, I should like
to point out that there is a great deal
of disquiet on the position of the pri-
vate sector. Why is it that there is
so much distrust of the private sec-
tor? Let me point out that this is s0
because the private sector, as it is to-
day, is concentrated in a few manag-

ing agency houses which are not like- *

1y to move in conformity with broader
social objectives. How then are we
going to have a modification of the
private sector, because obviously, the
private sector is something quite diffe-
rent and quite outside the province
of these managing agencies altoge-
ther? I think that the basic structure
can be altered, and I would like my
hon. friend, the Finance Minister, not
to mistake me for suggesting it, not
by passing an amendment to the com-
pany law as such abolishing manag-
ing agencies—that would be to deal
with only the symptom of the pro-
blem-—but by bringing within the
scope of our vision that which we have
ignored until now, and to which I
wish to invite the attention of my
hon. friend. The Planning Commis-
sion, or any centralised economic
direction, concentrated on a few pro-
jects or areas of activity. What we
did, and I think there would be uni-
versal agreement on what I am stat-
ing, was to list a few projects in the
public sector and collate a plan of
large-scale private enterprise with
people whom we could get at and thus
form our planning in the industrial
field. Ecnnomic policy has, therefore,
been devoid of any consistent or
broad-based attempt to widen the
area of economic activity.

1 should like, in this connection, to
refer to the Industries (Development
‘and Regulation) Act. I have my
strong criticisms to offer of that Act.

4 DECHMBER 1954  Econoiic ‘Situation

3538
I believe that the regulation and con-
troloversowldeaﬁelda.ndmsuch
detail helps only the big man to ob-
tain the full Benefits of policy. The
small man goes to the wall because
the environment of detailed regula-
tions, of continuous filing of numerous.
documents and the various complex
procedures that one has to go through
certainly do noi help the smal. man
to have any chance whatever in ob-
taining a licence for starting a new
industry, What we should have done
in this particular instance was to
have listed all the items as items of
national importance. Instead of con-
fining ourselves to a few items in the
list absolutely essential for national
interests, and which we have taken
upon ourselves to aid and assist, either
in the shape of grants or Ioans or
other "advantages at subsidised rates, I
think it would have been better if we
had adopted a policy, a philosophy, of
what I would ecall ‘do’. It is the phi-
losophy of ‘de’ that is important, not
the philosophy of ‘don’t’, and it is the
philosophy of ‘don't’ that has worked
havoc in the industrial policy field.
How is the licensing department of
the Government of India in a better
position to know the profitablity of
an enterprise than individuals who
are willing to venture with their own
capital? And what is the commitment
of the Government when they grant
a licence to a  private capitalist? I
have not been able to understand wnat
the commitment is, Every prospectus
that is published after a licence
is granted by the Central Govern-
ment contains the usual expression to
the effect that the Government do not
accept any responsibility whatscever
for the profitability of the enterprise
or the economic potentialities of the
enterprise. ‘This in itself, this detailed
regulation, has constituted a great res-
trictive factor on the small men real-
ly starting industries elsewhere result-
‘ing In many of our regional areas be-
ing neglected and in many of our peo-
‘ple being unable to start new Invest-
ment in all these areas. The memo-
‘randum that has been supplied to us
‘talks of scarclty of resources. But to-
day we are in grave danger of allow-
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‘jng our resources to run wasie. We
thave not tapped the great amount of
«co-operative endeavour that there is
in this country for the purpose of
-promoting  investment
-spheres of activity. It is not enough
o say that a particular industry is
mnot really suitable from the point of
-view of investment. If an individual
is willing to make mistakes, if he is
willing to run the risk, I do not see
Any reason why the Government
should stand in the way of any of
“hese industries being started. And I
.also feel, particularly in these days
-when we are thinking of more invest-
ment, when our sterling balances have
JAncreased appreciably, that there ought
to be a greater laxity, there ought to
be a greater initiative given to other
people and there ought to be a greater
.amount of decentralisation of authori-
- -ty.
May I make a humble suggestion to
the Finance Minister? I suggest that
today our economic vision has been
‘blurred by certain  alien considera-
tions. We have not realised that to-
day the private sector, consisting as it
does of 25.000 joint stock companies,
is a very poor thing when we consider
the magnitude and the size of our
country. If we took a rational view
of the matter, we would realise that
it is not 25,000 joint stock companies
that would be necessary for promot-

ing the economic development of our -

country, but rather 250,000 joint stock
.companies run by numerous indivi-
duals and having the possibilities of
a greater amount of enterprise. My
hon. friend, the Finance Minister,
referred to the Planning Commission.
‘There is, particularly, the lucid para-
graph in their report which refers to
the prospects of those im commerce
entering into industry. But durirg
the past three years, what has happen-
.ed? There has been no inflow from
gommercial occupations into very
many of these industrial activities
precisely because your detailed scheme
of regulations, and your high centrali-
. sation of authority have led to a lack
of these people entering into these
particular aspects of activity. T do

in different -
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not think it is necessdry to shoot Nia-
gara in order to promote industrial
development in our country. I think,
we can, by adopting a simpler
technigque, really be m a posi-
tion of development mm aur coun
try. And, I do feel that if only we
can see the problem in its real pers-
pective, there would be a chance of
our solving many of these difficulties.
Had an Industrial Development Act
with all these complex schedules and
regulations been in force in the early
years of the Industrial Revolution in
the United Kingdom, I venture to
think that Arkwright, instead of pro-
ducing any technical invention, would
have died of heart-ache in attempting
to apply for a licence from the
authority concerned to start a new
factory. I do feel that thus very great
lack of balance has been reflected
even in the public sector.

My hon. friends today spoke of the
public sector being neglected. Bul, I
would like to place before them one
particular factor of importance, which
it would be unwise on our part as
economic realists to ignore. The Plan-
ning Commission pointed out that the
public sector was expected to spend
a little over 144 crores of rupees dur-
ing the five years. So, far, what has
been our record? We have spent only
184 crores out of the amount schedul-
ed, during the past three years. And,
even if we make great leeway in the
next two years, I feel we would fall
far short of the target or objective
that has been laid down in the Plan-
ning Commission Report. When such
has been the evidence of inertia in
public spending, I cannot understand
tor my life why some of my friends
in the industrial world should throw
up their hands in horror. roll
their eyes and say that the Go-
vernment has done something very
very revolutionary or is taking up an
attitude which is really too unfriendly
to the private sector or other in-
terests. I feel that this is an assumed
controversy, a sort of ruse that is
adopted by certain interests to divert
our attention from the economic rea-
lities of the situation. -
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Mr. Chairman, I would like to in-
vite the attention of the House not to
the schemes that have been in opera-
tion in other countries but to the very
objectives that were laid down in 1948
and which were also endorsed by the
Planning Commission  in its Report.
The first Five Year Plan started with
a concept of development of the pri-
vate sector, a development to be
effected by the men who run the in-
dustries, by the managers, the techni-
cians and the labour as different from
those who financed or owned the in-
dustries as such. That concept has
not, as yet, been given a concrete
shape. It is to that concept that I
wish to invite the attention of Govern-
_ment today, particularly as it is im-
portant that there ought to be a re-
gional dispersion of  industry, parti-
.cularly as it is important that we
:;should bring to the service new talent
which lies hidden. I think that one
of the remedies which we can adopt
for really having a  better type of

-economic transformation is to have
. regional development bodies with a
secretariat and other units offering

advice and these regional develop-
ment bodies must consist of men who
teally run the industries, the mana-
gers, the technicians and labour, equip-
ped with a proper secretariat. They
would be in a position to explore the
problems of the area; they would be
in a position to offer advice and their
advice will be accepted not because
they have the coercive powers of
Government but because their know-
ledge and the sanctlon behind such
knowledge is so great that people will
be induced to accept their advice and
new industries will spring up in diffe-
Tent areas.

Indeed, on this occaslon, with your
permission, I should like to gquote
from an authority on this very pro-
blem of investment and capital forma-
tion Ragnar Nurkse In his book
Tapital Formation in Under-developed
Countries, he remarks:

“Capital formation can be ver-
manently successful only in a capl-
tal conscious community and this
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condition which is just as impor-
tant for a continued maintenance
as for the initial creation of capi-
tal is promoted by a wide diffu-
sion"of investment activity among
individuals. Nothing matters so
much as the quality of the peo-
ple, the personal habits and traits
associated with the use of capi-
tal,—among them, initiative, pru-
dence, ingenuity and foresighted-
ness give a deeper and surer base
to a nation’s economic advance
than the blue-prints of a Planning
Commission. Therefore, it is well
for the State to leave scope for
the exercise of these qualities and
to reduce barriers to their de-
velopment.”

I hope that in the provision of new
credit facilities, particularly because
of the increase in social capital which
has oeccurred during the past three
years, they will evolve a revision in
the instruments of credits also. Some
people suggest that co-operative credit
institutions will be in a position to give
credit to all those people who want to
take advantage of the new social capi-
tal which requires complementary
capital for the purpose of being
expiotted. I do not think—much
as I have admiration for the
co-operative credit gocieties—that they
are in a position to handle this
probiem. It is =ot really any
expert’s handling that will lead
to the solution of this problem. I ven-
ture to think that Banks, like the Bank
of Mysore, in the areas to which it
caters, should really be given the op-
portunities and facilities for giving
credit to some of the smaller business-
men and such credit should be given
not on the principles of old banking
but on the principle of repayment,
which is the most sensible thing to do
and as a result of which there would
be a chance of greater amount of de-
velopment. The Government may pos-
sibly. to a certain extent, under-write
some proportion of these losses but the
eventual credit will be great and if
plans can be started, I do think, that
In the next year or two we will have
such significant development and the
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Government will have soniething to re-
port and something to be.satisfled with.

Shri Dabhi: At tae outset, I must say
that I want to confine myself to the in-
dustrial policy of Government with re-
gard to the Khadi and Village indus-

P

Sir, we know that only about 18
months have to elapse for the termi-
nation of the first Five Year Plan and
for the beginning of the nexy Five
Year Plan. We kwow that in the
first Five Year Plan, Government had
given priority to agriculture and that
in the next Five Year Plan they are
going to give priority to industries.
So, it is absolutely necessary that we
must know what is the exact palicy of
Government with regard to Khadi and
village industries. Criticism has been
hurled from several quarters that Go-
vernment is not quite clear with re-
gard to their industrial policy and that
their policy is very ambiguous. Per-
haps, with a view to give a reply to
this criticism, the bon, Minister of Com-
merce and Industry is reported to have
written a long article in the Hindu.
And, in that article, it is reported that
he has said this. In fact, there is no
ambiguity about Government's econo-
mic policy; it is the same as has been
developed from Congress platforms
starting from the Karachi Congress re-
solution of 1931 and coming down to
the AICC resolution at its Ajmer ses-
sion early this year. I think this is the
substance of the article of the hon. Com.
merce and Industries Minister,

The Karachi resolution reads thus:

“Experience gained during the
past ten years through work in
hundreds of villages has made it
abundantly clear that the deepen-
ing poverty of the masses is due,
among other things, to forced un-
employment for want of a supple-
mentary industry during leisure
hours and that only the spinning
wheel will supply that want on d&
universal scale.”
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1 hope, not only Government but tie
hon. Minister for Commerce and In.
dustry also agrees with this resolution,
The relevant portion of the Ajmer re-
solution reads thus:

“The basic conditions of our eco-
nomic policy should be maximum
production, full employment and
social and economic justice.”

I take it that this resolution and the
spirit behind this resolution is also ae-
cepted by the Government. If this is
so, then, I submit that it logically fol-
lows that Government should endorse
also the resolution recently passed by
the All India conference of State Khadi
and Village Industries Boards and Con-
structive workers convened by the All
India Khadi and Village Industries
Board at Poona on the 19th) November,
1954,

This resolution—which is practically
the same as the one ] have moved
to-day—is to the following effect:

“Government should accept eco-
nomic development and sef{-em-
ployment as an integral part of
their policy and make it ithe basis
of the BSecond Five Year Plan.
Khadi and village industries are
pre-eminently suited as aids to self-
employment. Khadi and village
industries must therefore be given
their due place in the industrial
and integrated programme of the
Second Five Year Programme.”

The chief consideration for Govern-
ment in formulating the Second Five
Year Plan should be directed 1o achieve
the goal of non-exploitative, decentra-
lised economy of the country and thelr
programmes should be such as will
meet the objective of providing full em-
ployment to the people. 1If we want to
make these programmes effective and
give full employment to our people,
then it logically follows that the Khadi
and village “industry sbould not be
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allowed to complete with the big
industries, The real difficulty, to
my mind, is not with regard
to the formulation of the Go-
vernment’s industrial policy, but it is
with regard to t-e efficient and sincere
implementation of that policy. Unless
we have a certain amount of faith for
a good cause, we cannot bring to bear
upon that cause the enthusiasm and
energy which are required for the suc-
cess of that cause. I am sorry to state
—and experience also shows—that Go-
vernment, especially the Ministry of
Commerce and Industry, have got no
faith—they may have faith in any other
things, but they have no real faith in
the Khadi and village industries.

Shri A. M. Thomas (Ernakulam):
That is a very serious charge.

Shri Dabhl: 1 am going to substan-
tiate that charge. The result has been

that, though under certain circum-

stances they have to give some protec-
tion and help to the Khadi and village
industries, whenever an occasion arises
they exhibit their dislike for them—it
is an unconscious dislike of the Minis-
try of Commerce and Industry for the
Khadi and village industry that comes
out. Hon. Members, who are here,
know that whenever any question was
asked by me and other hon. Members
about the Khadi and village industries,
the very reply showed the dislike of
the Ministry. The Commerce and In-
dustry Minister unconsclously—I do not
blame him for that—betrays his dis-
like for these industries. Once I asked
a question about the implementation of
the recommendations of the Khadi and
Village Industries Board and his reply
was “I do not know; the Government
may or may not implement them.”
When replying to another question, he
said “I am not going to oblige the hon.
Member by giving him the reply he
wants.” A few days ago......

Shri R. K. Chaudhuri (Gauhati): On
a point of order. The hon. Member
should at some time or other look at
the Chair.

Shri Dubhi: The same question was
asked a third time, and even at that

. progress could be made.
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time he said he was not in a position
to give a reply. ~

Shri Gidwani (Thana):
point of order, Sir.

Mr. Chairman: The hon. Member
is not giving way.

Shri Dabhi: This is not enough and
1 have to say further things. Govern-
ment has accepted the policy of mak-
mg the Khadi and Vil.lage Industries

I rise om a

Shri R. K. Chandhuri: Shall we imi-
tate 'his example"

Mr. Chalrmas: There is no point of
order there.

Shri Dabhi: We know that Govemn-
ment has eéstablished an All India
Khadi  and Village Indus-
tries Board with a view to
promoting khadi and village
industries. We also know that the
Members of the Board are devoted to
the cause of khadi and village indus-
tries. they are experts therein, and they
have full faith in these industries.
When this Board was established, it
was expected that Government would
ordinarily, except in exceptional cir-
cumstances, follow the advice tendered
by the Board and would accept the re-
commendations of the Board. But what
has happened? ] have no ‘ime to go
into detail, but I will give only one or
two instances. The Board was estab-
lished in 1953. The year 1953-54¢ was
practically wasted because Government
accepted the recommendation practi-
cally at the end of the year and so no
In the pear
1954-55, what happened? The Board
stated that they wanted about Rs. 6
crores for the development of village
industries. Government would not
give more than Rs. 1,15,00.000 and they
put a condition that the scheme should
be divided for each part of the year.
It was impossible to do that. Then
they put in a condition that unless Go-
vernment was satisfied with the pro-
gress of the first six months, they would
not sanction the amount. This condi-
tion is, on the face of it, plausible. But
what happened? The Board had to
produce reports before the Government
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showing the progress made in the six
months, but still they would not give
sanction for three or four months; in
some cases, they would not give for
two or three months; in some cases
they have not given sanction even
upto this time. How 1is it possible
for the Board to disburse the sums
and then place before the Government
an account or a  report of the dis-
bursements made by it?

I do not say consciously, but uncon-
sciously every obstacle has been put
in the way of the All India Village and
Khadi Industries Board the Members
of which have devoted their whole lives
to the cause of Khadi and Village in
dustries. The last straw on the camel's
back has now come.

Shri Gidwani: Is the back broken or
not?

Shri Dabhi: It was a matter in which
the Board itself was involved. The
Board was required to certify a rer-
tain organisation......

Shri R. K. Chaudhari: On & point of
information.

Mr. Chairman: Order, order. Let the
hon. Member finish quickly.

Shri Dabhi: No self-respecting mem-
ber of a Board, much less persons who
have spent their whole life in construe-
tive work, can bear this, I am reliably
informed that the Board haz been
informed by Government that they are
not fit to carry on the work in the
Madras State, because they have not
obeyed the orders of the Government
with regard to certification of khadi of
a particular organisation. The Board
have said that Government have no
faith in them, and if the Govermment
have no faith in them, it is better that
the Board is relieved of its respon-
sibilities,

I want to know what is the exact
policy of (fovernment with regard to
khadi and village industries. It is time
that they made clear their policy, and
actual protecti?n given to khadj and
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village industries, My last suggestion
is that the present Commerce and In-
dustry Ministry should be relieved of
their responsibility as far as khadi and
village industries are concerned.

* Shri Meghnad Saha (Calcutta—North-
West): We welcome this debate for
many reasons. This is the first debate
on economic policy in this Parliament.
We have had many debates on foreign
affairs. many debates on maintenance
of our moral standard initiated by Dr.
Katju. But the most important debate
on a subject which affects our econo-
mic life has not been initiated till now.

Now, we listened with very great in-
terest to the speech of my hon. friend
the Finance Minister. We thought he
would talk. to us of the past, how the
industrial policy which has been in
operation since 1948, has worked in
this country. He has not told us any-
thing of the past. He simply described
to us a very rosy future. But let me
fill up the gap.

It has been claimed that in recent
years, in the three years of planning,
there has been a 14 per cent. increase
in our national income. This has been
said by no less a person than Mr. G. L.
Mehta, our Ambassador to America,
who was the first Chairman of the
Planning Commission. I have not come
across a more exaggerated and untrue
picture. I have got the latest figure
about our per capita income which is
the true index of our progress. The
per capita income does not show mcre
than four per cent. rise in the per
capita income in the current year. So,
he has very conveniently forgotton the
increase in population during this
period. Even that 4 per cent. is sub-
ject to doubt, because we have been
told by the Planning Commission it-
self that the increase in income is not
due to the industrial policy, or
industrial production but it
is due to our having two good
harvests in two successive years. So
that, agricultural production has gone
up, and that accounts, as far as I am
concerned, for the whole increase In
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per capita income which has been
claimed.

Now, our industrial production was
only Rs. 1,500 in 1949, it has been
claimed. OQur industrial output has
gone up, it is claimed, by 30 per cent.
I went into this affiair. I found that
the claim is entirely unsubstantiated.
There has not been much increase in
our industrial production except in a
few sectors which have come into op-
eration, like the Sindri Fertilisers, and
a few others. There has been no in-
crement in our production of iron and
steel; there has been some increment
in our production of coal. So, indus-
trial production has not gone up very
much. If you take the figures in other
countries you will find that industrial
production is very much higher in all
those countries than in our country.
OQur industrial production in 1949 was
only Rs. 1500, taking everything. If
we take the English standard it ought
to be about 25 times higher. I have
calculated that our industrial produc-
tion is 1/28th of the industrial produc-
tion per capita in England.

Now, we have to look into the causes
of this failure. We are governed by
the Industrial Policy of 1948. This
policy said that a number of industries
were to be controlled by the nation.
They were coal, iron and steel, air-
craft. ship-building, manufacture of
telephones, wireless apparatus, radios
and mineral oils, It further implied
that the capital should be State-own-
ed. But what has happened? Let us
take the case of petroleum. You know
that Gevernment has negotiated with
a certain number of companies, fore-
ign rompanies, for opening refineries.
You find that in the case of the Assam
Oil Company in the Narkotiya region,
it is stipulated that not more than
25 per cent. of the capital can be
Indian. It is clear that mineral oils
_come in the public sector, to be en-
" tirely controlled by the State. But
we find that the control of this im-
portant industry has been given to a
foreign company, and India is not to
contribute more than 25 per cent. of
the capital. How are we going to
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control these oil refineried? In the
case of the Stanvac Company, they
have been given a license for pros-
pecting in West Bengal area, adjacent
to the region allotted to the Assam

“0il Company. But only a small per-

centage of the capital is Indian. . I
think there is & Cabinet decision that
in the case of all forein companies:
operating in this country, at least 51
per cent, of the capital is to be Indiam
or is to be contributed by the State.
I woulg like my ho=:. friend the Com-
merce Minister to tell us why we have
given the licence to a foreign com-~
pany, where all the capital is foreign:
with the. result that they are resent--
ing any interference by the State.
The other day Mr. Malaviya told the-
House that we are going to have a
geophysical prospecting party, con-
sisting of Indians. This has been
taken exception to by the Stanvac
Company.. They are prospecting for
us and they do not want that any
geophysical prospecting party, consist-
ing of Indians, should be allowed to
prospect in this country. Can im-
pudence go any further than that?
We have been talking that some of
the fundamental industries should be
State-controlled, should be controlled:
in the interests of the nation. This is
how this law is operating.

It was the intention of the industrial
policy framers in 1948 that coal should
be controlled. I need not stress the
importance of coal. [t is the very
mainstay of modern industry in spite
of atomic energy, in spite of hydro-
electric energy. Almost 90 per cent.
of power in the world comes from
coal. It has been well-known that
coalmines in this country are being
operated in a very wasteful manner.
Attention has been drawn to the fact
that metallurgical coal which is very
mportant for our industrialisation is
being burnt by railways and other con-
cerns in very wasteful manner. It is
not a cry which we raise only today.
Thirty years ago, Sir Lewis Fermer
the Director-General of the Geological
Survey, raised this cry that if you go
on burning metallurgical coal in this
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wasteful way, in about 50 or 60 years,
the whole thing will be flnished and
the iron and steel industry would
come to a dead stand-still May I
know what this national Government
has done to put a stop to this waste-
ful practice? Under the industrial
policy, if any new coal-mine is to be
opened, a licence has to be sought
from the <Central Government. Has
this licence been sought for these
companies, or are they being floated
at random? This is a thing which I
want to know. We find that coal
raising is under the Ministry of Pro-
duction and prospecting for coal
mines is under the Ministry of Natural
Hesources and Scientific Research.
Weﬁndthattheumethi.rmisbelng
handled by two different Ministries,
This cannot work for efficiency.

We find that the statements which
are being made by different Ministries
on one and the same aspect are ab-
solutely contradictory. The Prime
Minister, a few days ago, said that we
are standing for a socialistic economy.
What is socialistic economy? He does
not define it. He puts it in a vague
way. But Shri T. T. Krishnamachari,
the Minister of Commerce and Indus-
try, told the meeting of the Indian
Merchants’ Chamber in Bombay:

“The Government are not wed-
ded to any do:trinaire policy on
the suitability or otherwise of
nationalisation for the develop-
ment of Indian industries.”

We find therefore that there is great
confusion, in the minds of the differ-
ent members of the Government. Iron
and steel was supposed to be entirely
controlled by the State. But we find,
instead of that, two private companies
who neglected their machinery of
production which became obsolescent,
have been given huge loans by the
‘Government. This, I understand, was
entirely against the spirit of the in-
dustrial policy. Iron and steel should
have been completely nationalised.
Not only that. We find that this
year, a firm of private industrialists,
Messrs. Birla Brothers, said openly
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that they were negotiating with a
foreign firm for the establishment of
an iron and steel factory in this coun-
try. It was said that the hon. Minis-
ter of Commerce and Industry has
permitted them to make this negotia-
tion. We found the other day the
Government saying that no such per-
mission has been given. I think it
was the Minister of Production who
said that: which Minister, I am not
sure. But the licence to Birlas has
been stopped at least temporarily. So,
we do not know what is the mind of
the Government. One Ministry says
one thing and the other Ministry says
quite the opposite thing. We must
have clarification on these matters.

We have been told about the public
sector and the private sector. We
have been told about the mixed eco-
nomy. The word ‘mixed economy’
was brought into this country by Shri
G. L. Mehta. The industrial policy
by which we are swearing now arose
out of a draft which was made by
Shri Ardeshir Dalal, the Minister for
Planning in the Viceroy's Cabinet.
Those were days of the war when so-
cialism was in the air, For the first
two years, there was economic con-
fusion, till this plan which was left by
Shri Ardeshir Dalal was taken up by
the national Government. Then some-
body put it this way: I you accept
the policy enunciated by Shri Ardeshir
Dalal, the country will go fully socia-
lised. Your mixed economy Wwas
brought in then. Now, where did we
get the idea of mixed economy from?
That was the election cry of the Con-
servative Party in [England in 1945.
This cost the party the election. It
was wonderful to see—nay it was a
sight for the Gods to see—that the
national Government of India should
go in for inspiration to the party of
Sir Winston Churchill and allow them-
selves to be guided by that policy ot
mixed economy. 1 have no doubt that
mixed economy in this country has
operated in a very pernicious way.
Of course, there is mixed ecomomy in
all countries, even in Russia. There,
the sale of cabbages, the selling of
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river.fish—all these come in {he pri-
vate sector. But here, in this country,
when a factory—an iron and steel fac-
tory—which requires a capital of Rs.
100 crores and which cannot be raised
by any industrialist is sought to be
established, it is sought to be placed
in the private sector. When you are
talking of mixed economy, you must
let us know where you stop. What is
your limit? It was for the sake of
this mixed ecocnomy that many things
have not been attempted. The indus~
trial policy of 1948 is defective in
many ways. If you want the produc-
tion in this country to go up, then
there are a number of capital goods
industries which must be encouraged
first. Iron and steel is a capital goods
industry. There are other capital
goods industries. Fundamental che-
mical goods industry is also a capital
goods industry. You cannot have
many industries flourishing in this
country unless you have got sulphuric
acid, unless you have industrial alco-
hol, unless you have coal-tar distilla-
tion products. But there is no men.
tion of these anywhere in the indus-
trial policy of 1948, We find there-
fore that all the industries are being
put in a very surreptitious way id the
private sector. 1 will give you one
example, The Prime Minister cate-
gorically declared before the National
Development Council: “For planning,
private enterprise has a very secon-
dary place”. He continued: “A sys-
tem which is based on what is called
the acquisitiveness of society is ab-
solutely out-of-date. In modern thin-
king, it is also considered immoral"”
This is what the Prime Minister said.
At the same time, he said: *“It does
not mean that we are doing away with
private enterprise™.

What could be a better example of
double talk and double thinking?

Achaya Kripalani (Bhagalpur cum
Purnea): What about double deal-

ing?

Shri Meghnad Saha: Now I come
to that. I have just come from Rus-
sia and I may just indulge ip a Rus-
glan joke. There are two Russian
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words; one is voda which is water,
the other is vodka which means alco-
holic drink containing eighty to ninety
per cent. alcohol. I find our Prime
Minister preaches voda, that is water

Shri A M, Thomas: I believe you
enjoyed both the doses!

Shri Meghnad Saha: But our Minis-
ters of Finance and Minister of Indus-
tries believe in nothing but alcohol, in
nothing but vodka. [ will give one
example. If you take the expenditure
of the Central Government and turn
to page 27 of the memorandum you
find a very remarkable thing. Loan
aggregating to rupees three crores
carrying an interest at 44 per cent. is
proposed to be granted to Messrs
Atul Products from time to time for
the development of dyestuff and phar-
maceutical industry. It is stated that
provision could not be made earlier
as the scheme has recently been put
to Government and details have been
finalised now. And the first instal-
ment of the sum of Rs. 75 lakhs is
proposed to be paid to them imme-
diately in order to enable them to
make a start with the scheme.

Somehow we missed this item when
the supplementary budget was put
here. . This Atul Products, it is well
known, is a private concern runbya
very well known industrialist whose
name I do not want to mention be-
cause everyone knows it. This gen-
tleman has started a dyestuffs factory ~
and a pharmaceutical industries fac-
tory. Our friends, the Finance Minis-
ter and the Minister of Commerce,
combine to grant him a loan of rupees
three crores. May I know whether
this matter was put before the- Cabi.
net? Will the Prime Minister kindly
make a statement whether he wa3
consulted when rupees three crores
was given to a private firm out of the
public exchequer? This is frightful
Therefore, 1 say the Prime Minister
may be preaching pure water, but the
Finance Minister and the Industries
Minister believe in pure vodka, in
pure and unalloyed capitalism, and do
not hesitate to put public money in
the pockets of private individusls,
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Our industrial policy is not much
different from the industrial policy
of Chiang Kai-shek. In 1944 he enun-
clated almost the same policy. He
said: I will control power, that is, the
State will control power, the State
will control ccal, the Sta.e w.ll control
industrial machinery and so on. But
what did he do? He believed in mix-
ed economy, and through the back-
door of mixed economy all the machi-
neries of production were being trans-
ferred to four families, the Chiang

. family, the Sung family, the Kung
family and some other family.

Where from is the capital to come
into the private sector under mixed
economy? The industrialists cannot
raise any capital. So any number of
‘bodies have come into existence, the
Development Corporation, the Indus-
trial Finance Corporation, and some
other Corporation in regard to which
it is sought that public money should
be lent to the industrialists on very
easy terms—Tata company, Birlas.
Dalmias, Mr. Kasturbhai Lalbhai—by
their friends the Finance Minister
and ‘the Industries Minister so that
private capital may stand on its own
legs.

Therefore in the name of sotialism
we are doing just the opposite. If
this country goes on like that there is
absolutely no help for us.

If you want industrialisation you
can take an examnple from the Chinese.
I will read what the Chinese are
doing. Of course Chiang Kai-shek
went to his doom because in the name
of socialism he was appropriating the
money for himself and his friends; all
the wealth and means of production
he was appropriating to himself and
his friends; just as in the name of so-
cialism this Government is trying to
make over all the means of production
to their friends, the private capitalists,
through one or the other corporation
or through the Deshmukh-Krishna-
machari Corporation.

There is ancther question to which
I may invite the attention
of the House. Take thege Deve-
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lopment Ceuncils which are fllled
up mostly by industrialists and their
nominees. Naturally one would think
that is a very goed policy. But may
I give an example about its working?
The iron and steel industry iz not yet
on its legs. We have got a few pro-
jects. They will take another five
years to fructify. But we have been
thinking of the iron and steel indus-
try since 1947. From 1947 it has been
known that this couniry reguires two
million' tons more of iron and steel
Sir Ardeshir Dalal, then Minister of
Planning, appointed a committee
which said two million tons or some-
thing like that was necessary. And
some attempts have been made to
have an iron and steel industry. Now,
they appointed a panel. The panel
said we will require so much iron and
steel. And the best place for that was
the coal area, which is in Bihar and
Bengal. But at the same time they
recommended that the site should be
Monghyr. Why? Because the per-
sonnel of this Committee consisted of
seven men, six of whom were in one
way or’the other connected with t e
Tata Iron and Steel. And they re-
commended that the site of this iron
and steel plant should be Monghyr.
Now, Monghyr is four hundred miles
from the nearest source of coal and
five hundred miles from the nearest
source of iron. May I ask why the
members of this Development Council
—or something analogous to that—
made this recommendation? Because
they wanted that the Government
should take a step so that the cost of
production of iron and steel becomes
as high as possible and afterwards
they can say that whatever the Gov-
ernment does is a failure. They wan-
ted to make damned fools of te
Government.

So this is the risk which we run
when we ask these industrialists to be
our advisers in the development of in-
dustries. I think the policy which we
have of the Development Council is
extremely wrong, entirely wrong.

We have got’'soda ash factories, one
belonging to Tata Chemicals, another
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belonging to Darangadhar Works.
They are the worst factories In the
world because they protluce soda ash,
which is a fundamental chemical, at
three times the price of other coun-
tries. When we have a Development
Council for Soda Ash and these are
the men there, what kind of advice
would they give us? Do you think
they will give advice for locating the
factory at a place where soda ash will
be produceg at one-third the cost at
which they produce? They will be
cutting your own throat.

This being the nature of industries
in this country I consider it very per-
nicious, very injurious that Develop-
ment Councils should function in the
way in which they are functioning. If
you want to develop industries in this
country, then you must have your
own technical personnel, your own
consulting engineers and consulting
chemists and consulting physicists.
You may pay them seven thousand
rupees a month, but they should be
your servants.

I will give another example. We
are taking the help of Krupps and
Demag,

Mr. Chairman: May I remind the
hon. Member that he has already
taken about thirty minutes?

Shri Meghnad Saha: [ will finish in
three or four minutes, with your per-
mission,

We are taking the help of foreign
companies. What are they? They are
the shareholders; they are sup-
pliers of materials; they are our
ereclers; they are aso our con-
sultanis, Can you think of so
many different functions ccmbined in
one body? I was told that a great
manufacturer of iron and steel was
asked to advise the Government, and
that he simply wrote a four line let-
ter saying, you have asked Messrs.
Krupps and Demag to be your consul-
tant, it is not etiquette that any other
firm should send their consultants o
sit over them, It was a slap on the
face of the Government.
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1 think the whole of our industrial
policy has to be completely re-orien-
tated and we must have our own tech-
nical personnel. These technical per-
sonnel may be paid any salary we
may want to give them. But, they
must be responsible to the nation and
to none else,

I wish to raise one more point. I
was speaking about China. We have
just news from China. China has
taken to industrialisation in a very
serious way. Out of 36 .members of
the Cabinet, let us see how many
ministers are dealing with industries.
They have%a Minister for Heavy In-
dustries; they have a Minister of the
First Ministry of Machine Building, a
Minister of the Second Ministry of
Machine Building; they have a Minis-
ter of Fuel Industry, a Minister of
Geology, a Minister of Building, a
Minister of the Textile Industry, a
Minister of Light Induvstries, a Minis-
ter of Local Industries. They have
taken industries very seriously. Out
of 36, about 15 or 16 are devoted to
industries. This Government has not
taken industries seriously. Industries
are only half a Ministry. If you want
to do industrialisation properly, you
have to treat the matter with all the
seriousness  which it deserves. You
are treating it in a very lighthearted
manner. In this way, we can never
create any industries in this country.
If it goes on in this way, I have no
doubt that this Government will go
the same way as the Government of
Chiang Kai-shek has gone.

Sardar Hukam Singh: Before you
call upon the next speaker, I want to
make request. There is a party in the
Rashtrapati Bhavan at 4-50 pm. and
we are expecied to be there in time. If
we continue titl five o'clock, it would
be impossibe for us to go there. I
move that the House be adjourned now
so that we may be there in time.

Some Hon. Members: Yes.

Mr. Chairinan: Is fbat *He general
consensus of oplnion of the House?
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[Mr. Chairman ]
But, it is quite clear that if we take-

away this time, we should make up
this time tomorrow.

Shri N. Sreekantan Nair (Quilon cum
Mavelikkara}): May I point out that
tomorrow also there is an engage-
ment.

Mr. Chairman: This is a special
occasion. We have in our midst the
heag of a foreign Government.

Shri A. M. Thomas: There is a
gpeech in the Central Hall of the House.
He is addressing the Members of Par-
liament. '

Shri T. K. Chandbori (Berham-
pore): The meeting is at five o'clock
The House may sit up till 4-45.

Mr. Chalrman: Then, I think we can
make up day after tomorrow,

Shri R. K. Chandhuri: Day after to-
morrow is very important: dance and
music.

The Minister of Commerce and In-
dustry (Shri T. T. Krishnamachari): I
am afraid we will have to go on. This
debate was programmed on the basis
that it ends tomorrow. I have to wind
up the debate and I have to leave to-
morrow. [f the House will forego the
Question Hour tomorrow, we can now
* adjourn.

SBhri A. M. Thomas: That can be done,

Mr. Chairman: It is not usual to dis-
pense with the Question Hour, If it
is the general desire of the House, I
have no objection.

Some Hon, Members: Yes,
Some Hon. Members: No.

Mr. Chairman: There are some who
=™ not for it.

Shri T. T. Krishfiamachari: I am
afraid we will have to go on. Tomorrow,
the deMate will have to close. We can-
not extend beyond five tomorrow even-
ing. The Question Hour cannot be dls-
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pensed with. We have fo wind up to-
MOITOW.

Mr. Chairman: In view of what has
been said by the hon. Minister, I do
not see my way to adjourn the House.

Shri R. 8. Diwan (Osmanabad): It
is very bold of me to speak on this
complex and technical subject, But the
common man is greatly involved in this
quéstion and we have to see how he
is affected by the policy which we de-
cide for him.

Arguments and counter-arguments
have been made and will be made.
Scriptures will be quoted by the pun-
dils of economics for and against the
economic policy of the Government.
Lastly, we will vote for or against the
policy of the Government. But, nei-
ther arguments nor scriptures nor
voting is goig to satisfy the common
man. -

Mr. Chairman: Order, order; There
is no quorum in the House. When
the Government bring the motion, they
ought to see that there is guorum.
There are not 50 Members. Let the
bell be rung.

The hon. Member can go on now.

Sbhri R. S, Diwan: We have to see
what the common man feels about our
policy. If we were to ask him, he will
say that he is not definitely satisfied
with our economic policy. He has got
his apprehensions about the private sec-
tor. aboui his being exploited by the
private sector. So also, he has his
doubts about the efficient and careful
safeguarding of the national interest
by the public sector. So, he is not sa-
tisfled with the policy which is not de-
finite, which is not clear. But, there
is one thing. He has got full and im-
plicit faith in the saviour of humanity,
our revered leader, Shri Jawaharlal
Nehru. If he lays down some definite
clear policy and if the administration
implements it sincerely, the common
man will be satisfled. Our friend on
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the other side, speaking on behalf of
the private sector, spoke of production,
spoke of national wealth. No doubt,
the worker in India is amassing na-
tional wealth in the private sector, but
the question is: for whom? It is for the
management, it is for the nianaging
agents and directors and shareholders
that he amassing wealth, and not for
the nation, por for himself.

Then, we are told in one of the re-
portts  that our textile iadustry
has  trebled its production. In
many  other  sectors also, in
many other commodities also, we
have increased our production. But
by simply increasing the produc-
tion, we are not going to benefit the
common man. He must have the power
to purchase, and that power is not
there, simply because he is not em-
ployed. There is no proper employ-
ment,

In his speech before the Congress
Party and on many an occasion our
leader has said that the main objective
of his policy is to create fuller employ-
ment, and for creating fuller employ-
ment we have emphasised, we have
been emphasising cothage industries
Now, look at the fate of the cottagt
industries. Now, many a cottage in-
dustry engageg in the production of
essential commodities, commeodities of
daily use for the common man, have
to compete with tht large industries.
This competition is quite unfair, The
policy, whatever it be the ¥mplemen-
tation of it by the administration in
respect of cottage industries, as ex-
plained by my fritnd, Shri Dabhi, is
lukewarm, step-motherly end hali-
hearted. So, this way you cannot ex.
pect the cottage industries to survive,
far less to flourish; and, if cottage in-
dustries do not survive, if cottage im-
dustries do not fiourish, you eannot
crtate full employment,

Take the case of the textile industry.

Shri N. B. Chowdhnry (Ghatal):
There {5 no gquorum,

Shri Siohasan Singh (Gorakhpur
Distt.—South): There is no quorum.
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Shri R. S. Diwan: The field of the
cottage industry shall have to be reserv-
ed, shall have to be exclusive, and none
of the bigger industries should be al-
lowed to interfere in that field. Today,
out of the 28 provinces, the largest in-
dustry in 25 provinces is the hand-
lgom industry.

Shri N. B. Chowdbury: There is no
quorum, Sir.

[SHRIMATT KHONGMEN in the Chair |

Shri R. 8. Diwan: As Shri S. N. Agar-
wal once said, if the textile industry
were to be decentralised, it will help
the growth of the cottage industries.
When the handloom industry is the
largest in 25 out of 28 provinces, if at
all we want this industry to flourish
and give fuller employment to the peo-
ple, we have to decentralise the textile
industry, at least the weaving section
of it, and if we locate all these weaving
sections in different areas of the
country, there will be more employment.
It will be argued on behalf of
the economists that the cost of
production will increase and it
will be all uneconomic. [ may
say that thereby no doubt the
cost of production will be increased.
But, at the same time, we will be able
to minimise the expenditure on trans-
port of raw material, as well on the
transport of finished goods, and third-
ly, we will avoid the middleman. So,
if at all we have to give our whole-
hearted support to the handloom cot-
t{age industry, we have to do sc by
means of decentralising the existing
textile industry.

Then there is the khadi case. We
have heard Shri Dabhi speaking and
explaining. Of course, he could rot get
sufficient time. He had sufficient data,
arguments, as well as figures and sta-
tistics also to support Khadi. We are
giving support to khadi in doles, we are
giving 1t alms. We have no faith in
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(Shri R. 8. Diwan]

Khadi, and that way you cannot ex-
pect an industry to flourish. So, if at
all we want the industries to dourish,
we have to be faithful to that particu-
lar line and #s implementation.

Then there are several other indus-
tries, the oil industry for example. On
the one side there are the ghanis which
have to compete with the oil expellers.
So, if the ghanis are reserved for the
oil which is to be used for cdible pur-
poses and the expeller oil is used for
hydrogenation and other purposes, that
will encourage the oil industry.

Then there is the soap industry. As
our friend there has explained, we are
encouraging Lever Brothers and Tata
Soaps, and we want to encourage the
cottage soap industry also. Then there
is the leather industry. Batas and
Flexes are flourishing whereas our own
people, our own experts and people who
are working in the leather industry
are starving. So, we have to put res-
trictions and we have to reserve all this
field for these cottage industries.

I would say that our Finance Minis-
ter just now asked in his speech the
people, the common man, to sacrifice,
to suffer inconveniences. He knows
that people in India have got sufficient
sacrificing spirit. They can put up with
any sort of inconvenience, but at the
same time you have to create that sort
of atmosphiere for the :omnion man to
feel that he must sacrifice. That at-
mosphere can be created only by re-
meving today’s disparity between the
lowest paid man and the highest paid
man in the Government service. I
think our ratio comes to 1:100; and
unless this disparity is removed, I do
not think that ycu will be able
to ecreate the proper atmosphere.
Secondly, our administration which
is implementing our policy, what-
ever it be, has got to be more
sincere than showy as it is in
the community project works. What-
ever we go, we see that. So, if we do
not create this atmosphere, there is no
possibllity of the idea of sacrifice
amongst the masses and in the com-
mon man,
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Shri M. S. Gurupadaswamy: After
hearing the speech of the Finance
Minister in the morning, I became more
confused about the policy of the Gov-
ernment with regard fo industries. I
expected that this time at least the Gov-
ernment will come out with a clear
statement regarding industrial and eco-
nomic policy.

Mr. Chairman: May I know whether
the hon. Member is the spokesman for
his whole Group?

Shri T. T. Erishnamachari: The lead-
er has spoken already.

Shri M. S. Gurupadaswamy: Shri
Asoka Mehta has spoken. 1 am speak-
ing now.

After I heard the hon. Finance
Minister, 1 have not been in the least
convinced about the efficiency or the
rationale of the economic policy. After
much explanation the policy of the
Government still remains an enigma
shrouded in a mystery.

The hon, Minister said that the basic
approach of the economic policy is the
pragmatic approach. I want to know
what is the meaning of this pragmatic
approach, this empirical approach to
economic policy. Does it mean an
approach which has relation to the
prevailing conditions, or does it really
mean an approach which has relation
only with the pet ideas of the Minister?
A man in the street would judge the
economic policy of Government by the
degree Ot security in employment and
the level of real wages that it would
bring to him. To an ordinary man,
no theory, no dogma, and no 'ism’ will
appeal, unless it brings him a betler
standard of living, more employment
opportunities, and more social services.
If the policy secures him all
these things, then it may be called
policy. So, 1 take it
that the Finance Minister’s ap-
proach to the economic problems of
the common man is a pragmatic
approach in the sense that it takes
into consideration the questions such
as the standard of living the employ-
ment opportunities and the social
benefits to the community.
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If you take into consideration the
condition of the messes today, I feel—
and everybody would agree with me—
that we have not made even cne inch
of progress. If you compare the con-
ditions that prevail today with those
that “prevailed before 1950 or before
the Five Year Plan, you will find that
excepting for an increase in the pro-
duction of a few commodities, the basic
economic condition of the common
man remains as it was. There has been
no change or alternation in his condi-
tion. So, judging from the point of

view of the common man, the efonomic

policy of Government has falled com-
pletely.

The hon. Minister was talking alcud
about mixed economy. Enough has
been said about this by my hon. friend
Shri Meghnag Saha, This is a con-
cept which is foreign in its nature.
The capitalist governments abroad,
especially in the western countries,
failed 1o make an appeal to the public
through their policy of capitalism.
So, great they thought of a new
phrase to  hoodwink the  people;
they thought of mixed teonomy."”
So, mixed economy is only
another name for capitalism. The
basic concept of- capitalist economy
is the same as the basic concept of
captalist economy. This phrase is cur-
rent now in all capitalistic countries.
‘Even in America which belives in com-
plete free enterprise, there is State
control, regulation, and interference in
industrial and commercial matters. ‘So,
from that point of view, even the
Americans have a mixed economy. So.
the term ‘mixed economy’ does not con-
vey happy meaning. It confuses the
basic -policy of the Government. It is
a device to hoodwink the public. The
hon. -Minister has stated that he is not
happy with the term ‘mixed economy’.
The better word would be “muddled
economy”. I call it so becausg there is
no clarity of thought, and no demarca-
tion between the private and the public
sectors; and the whole thing is in a
confusion. Even after elght years of
Independence, we do not know what
‘basic or important industries are going
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to be nationalised very sooon. Govern-
ment have based their policy on the
industrial policy statement of 1948.
That statement i1s old. It is outworn
and does not fit into the changing con-
ditions. That was a statement made
before the First Five Year Plan was
dratted. But today the conditions and
our views have changed, and our needs
and demands also have changed. Na-
wurslly, we expected that there would
be a change in the policy of Govern-
ment. But instead of a change, there has
been lately a subtle attempt cn the part
of the various Ministers to confuse the
public. Perhaps, they might have
themselves been confused about their
policy. The hon. Prime Minister is
tzlking of socialism. Though he does
nat believe in any ‘ism’; still he talks
of voealism, And he goes on diluting
it by saving that there will be great
scope for private enterprise. Still I am
happy that he talks of socialism. But
the hon. Finance Minister and the hon.
Commerce and Industry Minister do
not subscribe to that philosophy of
socialism. They do not believe in any
‘ism’. They believe rather in a pragma-
tic approach. And I do not understand
what this approach is.

Shri T. T. Krishnamachari: Existen-
tialism.

Shri M. S. Gurupadaswamy: Anyway,
1 do not want to believe in any dogma-
tism propounded by the hon. Minister
of Commerce and Industry.

Shri T. T. Krishnamachari: No ori-
ginality there at all. '

Shri M. S. Gurupadaswamy: But I
would point out that the policy of Gov-
ernment so far has not achieved any-
thing. If you look at the country, du-
ring the Plan period, you find that un-
employment is increasing in large num-
bers, and the small-scale and cottage
industries are at a standstill. For ex-
ample, though assistance has been given
by Government, to the handloom indus-
try yet that assistance has not reached
the handloom weavers. From my ex-
perience in Mysore State, I can say that
though the grant has been received in
the Mysore State, yet the amount has
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not been given to the handloom wea-
vers.

So, though there is an attempt to
finance the small scale industries and
to assist them, in other ways no assistan-
ce has actually réached them, and unfor-
tunately, many handloom weavers and
others who are depending upon the
small and cottage industries have been
thrown out of the employment.

Now, if you. look at the agricultural

sector, it presents a dark picture. You
find agricultural preduction has increas-
ed, but the prices of agricultural com-
modities have decreased disproportion-
ately and, as a result, there is panic and
confusion among the agriculturists. The
‘prices of agricultural commodilies,
when compared to the prices of manu-
factured or industrial commodities pre-
sent a great difference, and there is no
-attempt made by Government to stabi-
iise the prices of agricultural commodi-
ties, and there is no attempt to follow
a policy of price support or to estab.
lish parity between the prices of agri-
cultural and industrial commodities.

Shri B. C. Das (Ganjam South):
There is no guorum.

Shri M. S. Gurupadaswamy: Soc you
find utter confusion and despondency
among the agriculturist We talk
of improvement. After all, mere in-
crease in production in certain indus-
tries justify the claim that there is an
improvement in the overall economic
condition of the country.

The other day we passed the De-
mands for Supplementary Grants.
There the Government proposed to set
up Export Promotion Councils. But even
here I may say that there is too much
of lack of planning. The Government
seem to act In a sort of fits and starts
without much prior thinking. After
all, the export and import trade are part
and parcel of a single system. The ex-
port and import trade should be taken
together and an integrated policy
should be adopted for that pur-
pose. Here the attitude of 3ov-
ernment to  Bet up ‘Export
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Promotion Councils will not in any
way help the situation, because I feel
that unless export trade is conducted
on co-operative lines, unless middlemen
are eliminated, unless the racket that
is going on in export and import trade
is eliminated, it is not possible in the
immediate future to have a rational
export and import trade. So the at-
tempt made by Government in setting
up Export Promotion Councils does not
in any way help the matter, It may
only bring more inhibitions and obs-
tructions in the way of proper export
and import frade. So I want to say
that the Government should think of
taking a few sectors of the export and
import trade and monopolize them,
There should have been an atlempt
made by Government to start State tra-
ding. Export and import trade is a very
valuable source of income, a very valu-
able source of foreign exchange, and
it is high time we should think nation-
alising the export and import trade,
at least in some sectors.

I would submit that hereafter indus-
trial policy should be definitely based
upon socialisation of key and important
industries. Unless we ageee with that
basic philosophy, unless there is a defi-
nite plan for socialising basic and key
industries, we cannot create em-
ployment  opportunities and we
cannot  establish an _ equalitarion
order in India. Further, it |is
high time that, to start with, we
nationalised the iron and steel Indus-
try. The iron and steel industry is an
organised industry. There are other
organised industries in the land, but,
to begin with, it would be fit and proper
to nationalise this basic Industry. The
iron and steel industry is a mother in-
dustry; it is responsible for so many
other subsidiary industries. So this
key industry should be controlled and
owned exclusively by the State. So
also banking and Insurance companies.
Let there be priority list; let a list be
drawn up for the purpose of socialising
these industries. Unfortunately, the
Government have not drawn up any
list for the socialisation of basic and
important industries. But I would
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suggest, even now, before the Plan
mﬂodhow.thatmattmptmbe
made in this direction. The first at-
fempt to establish soclalism in the land
may be made......

The Deputy Minister of Food and
Ag-iculture (Shri M. V. Krishoappa):
‘What has happened to your Party?

Mr. Chairman: The hon. Member
has exceeded his time-limit.

Shri D. C. Sharma (Hoshiarpur): He
always does that.

Shri M. 8. Goropadaswamy: [ would
submit that the Government should try
to Indianise the foreign inferests. Other
hon. Members have drawn the attention
of the House to this important questior.
We could have made 2 beginning in this
respect. You could have bought over
_the foreign cancerns and Indianised
-them. But, unfortunately, Government
Jare relying too mmech upon foreign pri-
ivate capital. They are still trying to
4Amport foreign private capital. Instead
vof doing that, if we had only depended
-upon interny! resources, and if we had
only relied upon foreign loan, I think
we could have progressed much better,
.and we could hawe had more hold on
oyr Indian economy. So, I would
huptbly submit that at least now the
Government of India should take
Steps to Indianise the forelgn con-
<erns :in India.

M. Chalrman: The hon. Member has
dlrerdy exceeded his time-limit.

,ﬂlﬂ M. S. Gurupadsswamy: Lastly
1 say that the policy of the Government
should he made more clear. I wish
the hon. the Finance Minister or the
hon. Commerce and Industry Minister
in his weply would I come out with a
clear statement which would clear the
misunderstanding that is prevailing to-
day about the stand that is teken by
Government in regard to soclalism or in
regerd fo the soclalisation of big and
key industries in the land.

8brl V. B Gendh (Bombay City—
North): We have listened a lttle while
ago to twe speeches, one from the De-
puty Leader of the Communist Party
and the other from the Deputy
_Leader of the Praja-Secialist Party.
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The speaker from the Communist
Party took a very passimistic view
of the economic sttuation in the
country today; buf that was not unex-
pected. The Deputy XLeader of the
Praja-Socialist Party argued about what
is doctrinaire and what iz not doctrin-
aire, and also treated this House to his
usual share of fault-Bnding; but it is
the businesz of the Opposition to be
fault-finding and we may not gquarrel
over it. However, what I am going to
say presently will probably contain an
answer to both of them.

Now, they were not being fair to the
Government whose economic policy has
such a fine achievement to show. 1
wish in these economic matters we in
this House could be more objective and
less partisan. These days we hear so
much about flying saucers which are
. supposed to be coming from Mars and
if we could get two men from Mars to
visit the headquarters of the com-
munist Party and the Socialist Party,
I am sure how they would report on
the economic situation in this country;
I am sure they would tell those friends
in this Opposition something about thé
stupendous transformation, in the eco-
nomic situation in this country, that is
taking place now. I am sure they would
tell them that they see in India a
whole pation on the march. They
would tel them about a whole people
being in action. They will tell them
that the people of India woday in their
villages, in their towns, in their cittes,

1954 Ecomomic Sifuation

It iy not on rhetoric alane hut on facts
and figures that we base our cr:jm 1
hope we won't be taken in
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[Shri V. B. Gandhi] Pid
achieved in controlling- inftation, in
keeping stable the cost and price struc-
ture in our Production. '

Let us take agriculture first. As
compared with 1950, our agricultural
production has gone up by 18 per cent.
Taking the food production alone as an
important part of our agricultural pro-
duction, we reached an all-time record
in 1953 of 66 million tons, and we did
that by increasing our area by only
64 per ceat. while obtaining an addi-
tirnal production of 22-2 per cent. That
is something which even an Opposition
ought to admit and, with luck on our
side in monsoons and proper rains, we
hope to continue and even improve this
record in years to come.

In industry, in 1953, our index num-
ber of production was 1363, which went
up in July 1954 to 149'3. This is a
record, which we should claim to the
credit of Government. Here we are
talking about increased production. In-
creased production is all right. But,
is the poor man in the country able o
buy the things whose production we
have increased? The answer is, ‘Yes”.
The cost of food has gone down. In
the pre-Korean year of 1950, the index
number of the price of food was 407:1,
which, in October, 1954, has gone down
to 351'3. That enables even the poor
man to buy his food.

Take, for instance, the working class
index pf cost of living in Bom-
bay. Even there we see 2 steady
decline. In 1952-53 the index was
104 and in 1954, for eight months,
it came down to 101°75. That
means,thatnotonlythemmmicm
tion today has given us increased pro-
duction but it has also enabled the poor
man, the working class man fo buy
these products. That is what I want-
ed to eay about strength in our eco-
aomy.

Let us now see the .elements that
constitute what we call stability in our
economy. The countries in the world
can be roughly divided into two kinds:
couptries ‘which have a well-managed
economy and countries which do not
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have such an economy. Countries
which have well-managed economy
are countries which have succeeded
in controlling inflation. All major

‘wars bring misery not only while

they last but also years after
they are over and one form of

_misery is inflation, that wars leave be-

hind. How important it is to control
this inflation and how important it is to
bring stability in the economy, we shall
see presently. What good will it be if
we increase production, and if, at the
same time, we allow prices tc rise
faster than wages or earnings of cur
people? That is exactly where control
of inflation comes in. We, in this coun-
try, are proud of our Government and
its economic policy which has achieved
such remarkable conirol over inflation.
Here are the index figures. In the pre-
Korean year, the index was 397:1 and
today it is 3792, If we compare this
gituatibn with the situation obtaining
in many countries, which would be ad-
mitted by all to be countries possessing
well-manageq economies, like U.SA,,
Canada, Australia and other countries,
it compares very favourably. What
can happen to economies which have
fallen victims to inflation we can see
from what is happening today in China,
in Indonesia and even, to some extent,
in France. We in this country are com-
mitted to a Plan. We also have a great
programme of industrizlisation. That
means that we shall have to import
enormous quantities of capital goods,
heavy equipment and all kinds of
machinery, When we have this need
for such enormous imports, we must
make sure that we are .1:1 a
position to effect these imports.
Any country that does npot take
care of the exchange wvalue of
its currency is going to be doomed to
disappointment in any programme of
imports. Here, the value of our rupee
in terms of other currencies such as
dollars snd pounds is so stable and I8
so acknowledged to be stable in other
countries that today we never think
or give a second thought to the needs
of our imports as any very serlous pro-
blem to us. That also 1s sn achleve-
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ment f{o the credit of the Governnient
and Govert_t_ment's economic pelicy.

We all talk in this House, both on
this side and on the other, about the
value of capital formation for the needs
of our planning and of our industrialisa-
tion. Capital formation, so far as it is
concerned, in this country, ¢f course,
has to depend, to a large extent, on
savings of the people. But will peaple
«ever save if they have no confidence in
the wvalue of their currency? If they
felt that the purchasing power of the
rupee two or flve years from tcday was
going to be seriously depreciated, would
they ever care to save? Today we are
thankful to this Government and to its
economic policy that this saving is done
‘with confidence by all classes of our
people, because they have reason to
believe that the rupee will be as sound
five years from today as it is today.

So far as our capital needs are con-
cerned, we can also expect some assis-
tance from other countries, but that
assistance can come from other coun-
tries only under conditions when those
countries have confidence in the stability
of our exchange, in the stability of the
«wost and price structure production.
Here we see that in the last few years
‘we have received by way of external
‘Tesources and assistance an amount of
about Rs. 200 crores and not only that
‘but we are actually recelving foreign
investments in this country. That is
a measure of confidence the cther
countries have in the stability of our
economy. Other countries also make
the claim that they have achleved just
as we claim we have achieved, namely,
stability, but there is a difference.
In India, in the past few years, we are
-committed to a programme of a very
large proportion of outr public resources
to be invested in capital projects. That
‘is a matter which concerns the rise of
inflation in this country. And with all
the enormous public resources commit-
ted to capital projects in the last few
years, we should be able to show this
suecess in checking our inflation is due
entirely to the far-sighted, scientific and
resolute policy in economic matters of
our Government.
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We are having resort lately to deficit
finance, and deflcit financing makes the
task of maintaining stability even more
complicated. ln spite of this need to
resort to deficit financing, we are able
to show this record of stability that we
have shown. Such is the achievement
of our economic policy, and any men-
tion of this policy should also include
a mention «f the Finance Minister and
the Minister of Commerce and Indus-
try, who necessarily are among the

_ principal architecis of this policy. I

hope our Martian friends will accept
my invitation and send two represen-
tatives tc the headguarters of the
Communist Party and the Socialist
Party and tell them what they think
of our economic situation.

Shri A. M. Thomas: 1 have been fol-
lowing the speeches of the hon. Mem-
bers from both sides on this question.
Two Members from my side bave
pointed the scant attention which has
been shown by the Central Government,
especially by the Commerce and Indus-
try Ministry, towards small-scale aod
village industries. I should think that
those Members have been influenced
even now by the background of 1952
when an unfortunate coniroversy arose
between the Commerce and Industry
Minister and the ex-Chief Minister of
Madras. Whatever might have been
the view held by the Commerce and
Industry Minister at that time, I should
think that his Ministry has done for
the cottage and small-scale industries
more than any other Ministry has done.
You find that guestionable methods of
giving direct subsidies to encourage any
industry has been resorted to in the
case of small-scale and village indus-
tries. On a strictly economic plane if
we examine that proposal, it may be
sald to be wanting in certain
All the same, as I said, questionable
methods were resorted to in order to
encourage cottage and small-scale in-
dustries.

Shrl Bimlaprosad Challah (Sibsa-
gar-North-Lakhimpur): Why question-
able?

Shri A. M. Thomas: From the eco-

nomic point of view, the policy of glv-
ing direct subsidy for encouraging any
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[Shri A. M. Thomas]

industry is not desirable. It has to stop
&t one stage or other even if you resort
to that. One thing we have to remem-
ber in this connection it that the zid
which the Central Government gives
for encouraging small-scale and cottage
Industries has to be utilised mainly
through the State mechanism, and
some of the defects .that have been
pointed out here are things which have
to be corrected by the State Government
concerned. With regard to the Centre,
from the figures that have been supplied
in this brochure—and those figures
have not been disputed by even the
most violent critic of the Commerce
snd Industry Ministry in this respect,
namely, Shri Dabhi—it is seen that
during the four years ending 1952-53,
the total expenditure was only about
Rs. 50 lakhs and Government sanctioned
Rs. 564 crores for 1953-54 and for the
year 1954-35, the Budget provision is
more than Rs. 10 crores. Up to date,
the amount sanctioned by the Central
Government for 1954-55 by way of loans
and grants total nearly Rs. 8 crores.
1t cannot be said that the Central Gov-
srnment is following a step-motherly
attitude in the matter of encouraging
wilage and small-scale industries. I
w0 not want to take up the time that
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1 have got in meeting the criticlsms
that have been levelled by my frlends
on this side. I wish to deal with the
criticisms that have been levelled by
the Deputy Leader of the Communist
Party and some others. Mr. Hiren
Mukerjee began his speech with his
usual attack, namely, that the Central
Government is very complacent in #ts
attitude towards the economic situation
of this country. Of course, the Finance
Minister in his speech has stated that
he has been able to bring about some
sort of stability in our firancial posi-
tion. My friend, Shri Gandhi, has
referred to it in detail and so I do not
want to deal with that matter at all.
But to say that the Central Government
is complacent in this matter is, in-
correct, and 1 should only irvite the
attention of the House to the very
serious notice taken by the Central
Government as......

5 B

Shri Chalrman: The hon. Memher
can contlnue tomorrow.

The Lok Sabha then adjfourned ol
Eleven of the Clock on Tuesday, the
21st December, 1854.





