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[Mr. Deputy-Speaker] 
the Business Advisory Committee to 
find tune so that a discussion might be 
had here as early as possible.

Shrimatl Kena- Chakravartty: I may
submit that the job of the Business 
Advisory Committee is only to allo
cate time. But this House is supreme 
for deciding which particular matter 
is of urgent importance for the 
country. Therefore, I would urge that 
this House may give its opinion that 
we must have a discussion of this 
subject, so that the Business Advisory 
Committee could allocate the time for 
it It is only a question, of allocation 
of time so far as the Business Advisory 
Committee is concerned.

Mr Deputy-Speaker: It is not cus
tomary or usual that the House 
gives its opinion first Secondly, the 
hon lady Member is also onc> of the 
Members of *the Business Advisory 
Committee She attends it every time 
and *ihe could show her reaction and 
her feelings theie I think the Mem
bers there also represent the whole 
House. We will consider there all that 
is said here and see what can be done

If I were to allow all the questions 
and the answers that have been given 
here now, it would become a regular 
discussion here and before we take 
any decision perhaps we may have 
spent three or four hours today in just 
putting the questions and getting 
answers

Shri JSadhan Gupta (Calcutta— 
East): Perhaps, if we meet on Satur
day and if there is tune, we might 
have this discussion then

Mr. Deputy-Speaker: That aspect
also will be taken into consideration 
by the Business Advisory Committee.

12.f7 hra.
COMMITTEE OF PRIVILEGES 

Tehth Report
Shri K ue (Buldana): I beg to move:

Life Insurance 
Corporation Inquiry

'That this House agrees Vith the 
Ttfnth Report of the Committee of 
P r iv ile g e s  laid on the Table 00 the 
4tfi September, 1990”.
Mr. Deputy-Speaker: The question

i&.
“That this House agrees with the 

Tcsnth Report of the Committee of 
privileges laid on the Table on the 
4th September, 1959”.

The motion was adopted.

12 3*
\ K jO T  ZJL TJOSE. HOARD

qF INQUIRY’S REPORT OF LIFE 
INSURANCE CORPORATION IN
QUIRY
ghri Hamh Chandra Mathur (Pali):

I i,eg to move:
‘That this House takes note of 

tjie Vivian Bose Board of In
quiry’s Report of the Life Insu
rance Corporation Inquiry, the 
advice of the U.uon Public Service 
(Commission thereon and Govern
ment of India Resolution dated 
the 27th May, 1959” . 

gir, this is an important matter 
an£ing out of a parliamentary question 
dn(J criticism on the floor of the 
House and has resulted in public in- 
qu>nes at the highest level. It has 
resulted in the resignation of one of 
ouf important and senior Cabmet 
ministers and it has resulted in dis
ciplinary action cgainst certain highest 
officials It is to close this chapter 
th?t we have got to “take note" in 
retrospect I think it is the duty of 
this House and that it is in the public 
interest to examine the facts and the 
findings as they have emerged aa a 
result of these enquiries, more parti
cularly, the inquiry by the Vivian 
Bose Board and the Union Public 
Service Commission’s observations 
and recommendations thereon,

$ir, we must have a final and full 
look at the whole picture and draw
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pertain lessons and try to assess the 
decisions which have been taken on 
the findings of these commissions and 
Inquiries. It is the right of this 
House to have the last word and fo 
give guidance to the Government. I 
■hall first deal particularly with these 
three officers, the charges against 
than and the adequacy or otherwise 
ot  the punishment given to them. 
Then I will deal with certain obser
vations which have been made by 
this Board and also by the UPSC. 
Then I will deal with certain major 
issues of public interest and public 
importance which emerge out of the 
whole thing. Lastly I will deal with 
the Government's decisions in the 
matter and the impact of all these 
decisions on public mind.

Before I deal with the first point, 
viz. the charges against the three 
officers, I should like to make it 
clear that we must first see what has 
been the general approach and atti
tude of this Board in the matter. I 
feel that this Board headed by Shri 
Vivian Bose has brought about a 
very broad outlook and has viewed 
the whole case with great adminis
trative ability; they have brought 
about a human approach to the whole 
■utter. I would just refer to what 
the Board itself has said which will 
indicate what their approach to the 
natter was. While discussing about 
a particular transaction and the 
failure of the officers to consult the 
investment committee, they said: 

"Then, as regards the other ob
jection about not consulting the 
investment committee ahead at 
time, we think that the strict 
letter of the law does not indi
cate that that should be done. 
But at the same time, we do not 
think if deisraible to make a 
fetish of red-tape. We do not 
mean to imply that rules are there 
only to be broken, nor do we 
suggest that that can be done 
habitually."
What follows is important:
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“But we do feel that there 

should be a sense of proportion 
in administrative matters and 
that those who are called upon 
to make large decisions should be 
left a measure of discretion and 
should be free to feel that a 
Villingness to shoulder responsi
bility and, in an exceptional 
Case, even to disregard an other
wise salutary rule in order to 
Achieve a beneficial end will not
land them in trouble........ ”.

Not only that. They have gone a 
bit further while discussing the cate 
of Shri Kamat and they have very 
rightly indicated a line of approach 
which must be appreciated by this 
House. They have said:

“It is easy to be wise after 
the event and to expect super
human qualities in one’s fellow- 
iften, but there are times and cases 
when even the sternest of judges 
rnust feel: “there, but for the 
Grace of God, go I”.”
So, it is not that this Board has 

gotie with a set mind. This Board 
has proceeded with a great under
standing and a sympathetic approach 
for the officers into whose conduct it 
was enquiring. It is really gratifying 
to note all this. This Board was also 
fully aware of the limited scope of 
this inquiry. They were concerned 
only with these three officer's if 
they have made certain very damag
ing and disparaging observations 
against the former Finance Minister, 
it must be appreciated that they had 
to be made, because the whole mat
ter was completely interlinked 
and interwoven and they could 
not come to a definite finding 
against these particular officers. It is 
because of that they had to make 
those observations. At the very out
set in their report, they have said that 
they know their scope; they were 
fully conscious of it. They have re
peated more than once in the body of 
the report that "We would not Uke 
to go out of our way to make any

BHAORA U, ISSi (SAXA)
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observations". So, it is in this con
text that we have to examine the 
whole matter. It is really gratifying 
to note the approach the Board had 
taken.

About the stature of this Board, I 
think the Union Government deserves 
to be congratulated for having 
appointed such a high-powered Board. 
They could not have appointed a bet
ter board at inquiry. We had on 
this Board an eminent Judge of the 
Supreme Court, a seniorznost ICS 
officer, with great reputation for his 
integrity and independence and 
another officer with considerable ex
perience in administrative matter. 
When I say all this, it is not my pur
pose to stress that we should sur
render our judgment to the recom
mendations or findings of this Board. 
But I do maintain that their findings 
certainly are entitled to all weight 
and respect and if for any reason we 
have to depart from them, we must 
be prepared to give such reasons and 
arguments which woud satisfy the 
public at large.

Having said all this, I will go to 
the matter proper—what was before 
this Board of Inquiry and what ttieir 
findings are. Another thing I pro
pose to do during the discussion is to 
rely only on such matters which are 
almost undisputed. Nobody can deal 
with this whole matter and come to 
a clear appreciation.of the entire* sit
uation within this short time of three 
hours. So, I will rTot get myself in
volved in arguments and facts which 
are disputed by any party, because I 
think there is more than enough 
material on record, undisputed facts, 
whicu will lead us to the same con
clusion at which this Board has arriv
ed.

Let us see wKat was all this about.
I will have no hesitation in saying 
that the whole "thing has emerged 
because there was a scandalously 
dirty deal which was entered into 
by the Corporation to purchase certain 

•hares in fixe consents of a particular j

individual. In six concerns of Mr. 
Mundhra shares were purchased. Let 
us see how these shares were pur* 
chased and with what result It is 
not disputed that as a result of this 
purchase, there has been a wrongful 
loss of Bs. 10 lakhs to the Corpora
tion and there has been a wrongful 
gain of Us. 10 lakhs to Mr. Mundhra. 
That is an established fact, which 
nobody disputes.

We find another important fact 
Rs. 50 lakhs have been locked in 
concerns which are not likely to pay 
any dividends. The deal was done in 
post-haste; within three days, every
thing was put through. Another im
portant tact is, at least in three cases, 
we have paid more than what Mr. 
Mundhra had asked for; rates higher 
than what he had asked for were 
paid. What is the basis of arriving 
at these rates? The prevailing rate 
in the morning of 24th June. How 
do we get our data? Mr. Mundhra 
and Mr. Sodhani go to the Times of 
India office and they obtain certain 
information from the PTI. An un
signed typed page is passed on to the 
officer concerned and he relies 
absolutely on it and accepts it. He 
even gives rates higher than what 
Mr- Mundhra had asked for in his 
letter. Even when it was brought to 
the notice of the Chairman, when 
the statement was tabulated and put 
before him, he said: look here, in 
this particular matter—that was the 
fourth one— instead of Rs. 80 which 
Shri Mundhra asked for you have 
mentioned Rs. 82. He cuts it down. 
Still, the Managing Director, knowing 
then that it should be cut down, or 
brought at least to the level men
tioned in the letter which Shri 
Mundhra has written,—at that time 
there were still other three cases— 
permits the higher rates to continue. 
He does not bring this- to the notice 
of the Chairman. Neither the Chair
man cares to ask what has happened, 
even after once having known how 
the Managing Director has behaved. 
He just does nof ear* to know. AB 
this has happened.
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Now, who is responsible for this? 
That is the next question We know 
that this has happened, such a dirty 
deal has been put through, there is 
a wrongful loss of Rs 10 lakhs and 
tHere is Rs 50 lakhs blocked some
where Now it appears on all hands— 
and it is not disputed—that Shn 
Vaidyanathan, the Managing Director, 
has a hand and part in the crime. 
And what punishment have we 
thought of giving him9 Even the 
Vivian Bose Board have held him 
guilty That gentleman has been 
retired or, to put it more accurately, 
his services have been terminated 
What does it mean7 This gentleman 
who was already on extension, who 
even otherwise would have retired in 
the normal course immediately after 
the Mundhra deal, has been given the 
punishment of termination of services 
Does it mean any punishment to ter
minate his services to this gentle* 
man’

Then comes Shri Kamat Shri 
Kamat is another senior ICS officer, 
who is the Chairman of this Corpora
tion Well, definitely he cannot deny 
his responsibility, constitutional as 
well as personal, because he was the 
man in charge of the whole affair and 
he was supposed to look after the 
whole thing He also discovered that 
the statement which had been placed 
before him contains rates which were 
objectionable But he does not make 
any claim about his innocence Re 
says it was done and I am responsi 
ble for it There is a certain softness 
for this officer in all quarters, right 
m the Chagla Commission and so also 
m the Vivian Bose Board, and that 
is for two reasons One of the reasons 
is that he was absolutely new to the 
job and he had hardly taken over 
three weeks before That is one of 
the arguments that have been ad
vanced—he was not conversant with 
the stock exchange business Still 
another argument is that he was 
under the hypnotic influence of Shri 
Patel, a powerful Principal Finance 
Secretary, a permanent Secretary. I
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do not grudge the Softness for Shri 
Kamat But let us understand that 
it was his primary responsibility. 
According to the Act of Parliament 
it was the Corporation which was 
supposed to make investments The 
Investment Committee was to be 
consulted invariably I will just men* 
tion later on what a wangling has 
been done from the beginning to grab 
and have the whole powers in the 
hands of the Managing Director and 
the Chairman Now, this gentleman 
knows that since the executive com
mittee, which should make these in
vestments, had delegated the entire 
power to the Chairman, so he should 
work on behalf of the executive 
committee So, he should have 
aroused himself to that sense of res
ponsibility and he should have at 
least looked into the whole thing. 
But it appears that he has done 
absolutely nothing It is also not 
very correct to say that he was there 
only for three weeks He was there 
at least for four months as the Vice- 
Chairman of this Corporation As it 
was expected that he was put there 
only for this purpose, during those 
four months he should have got him
self acquainted with the whole thing 
and he should have become conver
sant with all the rules, his responsi
bilities etc Being a senior ICS offi
cer, we should expect at least thu 
much from him 

THen, about stock exchange also, 
we expect some extra-ordinary Intel
ligence from our senior ICS officers 
But, apart from that, any man with 
ordinary intelligence, if he had Men 
there and had seen the papers,, would 
have discovered the whole thing But 
those things were not at all examined 
and the whole thing was permitted to 
be rushed through in a most scanda
lous manner We know what has 
happened and what is going to be ita 
impact But what is the "punishment 
which is proposed7 The punishment 
proposed is censure. For such lade 
of responsibility, for such criminal 
negligence of duty, if you reward such
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[Shri Harish Chandra Mathur] 
punishment, do you know what is 
going to be its impact on the public 
mind?

Now comes the seniormost partner, 
Shri Patel. It really reels me down 
and it is absolutely beyond my com
prehension how the Union Public 
Service Commission has ventured to 
exonerate that gentleman. The evi
dence is no overwhelming from the 
beginning to end, and on all points, 
and it has been dealt with so com
prehensively by the Vivian Bose 
Inquiry, where they have treated the 
whole matter so lucidly, that if one 
reads the report he cannot but be 
left with the impression that here is 
a gentleman who was primarily res
ponsible for tiie whole dirty deal, and 
it is he who gets exonerated. I at 
least appreciate the attitude of the 
■Union Government. Even though 
they are always wanting to respect 
the Union Public Service Commission, 
let us appreciate the fact that they 
have not exonerated him. They have 
qnly said that “in view of his past 
record, let us drop the charges". But 
let us know how this gentleman 
could be exonerated or how the 
charges against him could be dropped. 
He is the prime mover of the whole 
thing. He was not the Chairman at 
that time. He takes the application, 
he takes the initiative, he influences 
the other officers, he puts the whole 
thing through. And how does he do 
it? He knows from the very begin
ning that there was a written direc
tive by the former Finance Minister, 
Shri C. D. Deshmukh,—at least he 
knew it—that there should be no 
investments in the concents of Shri 
Mundhra. Shri Patel knew it, Shri 
Valdyanathan knew it and Shri 
Kamat also knew it. But it was he, 
Shari Patel, who knew it definitely, 
and he never placed {he whole matter 
before the former Finance Minister 
and he never got a clearance. He 
should hare sent a directive in 
welting, so far as this matter was 
concerned. He does not do it  He
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very cleverly tries to give ^peqnaea 
that he has obtained the approval 
from the Finance Minister and wants 
to get away with the whole business. 
He also got certain information from 
the various sources. You will be sur
prised to know that even Shri Vaidya- 
nathan and Shri Kamat have said 
that if they knew all this about Shri 
Mundhra and his antecedents fhey 
would not have touched the whole 
thing with a pair of tongs. But at 
least Shri Krishnamachari, our former 
Finance Minister and Shri Patel, they 
knew all the antecedents of Shri 
Mundhra and still the deal was put 
through, more particularly by Shri 
Patel. Responsibility also attaches on 
the former Finance Minister becausê  
knowing all that,—he himself, as 
Commerce and Industry Minister, had 
written about the antecedents of 
Shri Mundhra much earlier—he at 
least should have stopped this deaL 
But he does not do anything of that 
sort. Even when the Reserve Bank 
has brought this to the notice of the 
Finance Minister, even after this 
counsel, when it is brought to the 
notice of the Finance Ministry that 
something very shabby has been done, 
when in investment things are going 
wrong, no notice is taken of it. When 
this letter is put before the Finance 
Minister, he only says: “I am not 
happy about it; could we do anything 
about it?” and passes it on to his 
Principal Finance Secretary. The 
Finance Minister should have cer
tainly called for all the facts and 
taken certain steps. But he does not 
do anything of that sort, and what 
is more, what does the Finance Sec
retary do? He says: purchase more 
shares, give it more support, give it 
greater support A great effort has 
been made both on the part of the 
Principal Finance Secretary and the 
farmer Finance Minister to show that 
it was one thing to support Mundhra 
and it is another thing to purchase 
shares from- concerns which ware 
sound. Let us not forget that it fg 
not only in sound concerns they have

8EPTXUBKR 7, 1809
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purchased shares, but at least Rs 50 
lakhs have been sunk in unsound con
cerns Sven these sound concern* 
were under the complete control of 
Mundhra
II hrs

The Finance Minister, when he was 
Minister of Commerce and Industry 
wanted that some steps should be 
taken against this man He wrote to 
the then Finance Minister who con
trols Company  ̂ Administration that 
something should be done to put a 
stop to this notroious adventurist He 
himself wrote this Now, when 
things worsened, he does not stop 
this He should have told them to 
take over those concerns He could 
have, if he wanted to fcelp the con
cerns and not the particular gentle
man, taken over those concerns It 
is absolutely clear that m spite of the 
fullest knowledge about this gentle
man, m spite of the fact that there 
was a previous decision against him, 
this thing was put through and the 
former Finance Minister and the 
Principal Finance Secretary cannot 
escape personal responsibility and 
they cannot escape constitutional res
ponsibility It is obviously clear from 
all this that is on record 

But, the story does not end here 
So far as Mr Patel is concerned, 
there is a telegram which my hon 
friend Shn Feroze Gandhi very 
dramatically put up It was not on 
the 24th of June Shn Knshnama- 
chan is consulted only on the 22nd. 
But, on the 12th and 13th of June, 
a telegram is sent from here by Mr 
Sodham to Mr Mundhra saying that 
something can be done about it He 
admits he had seen the Principal Sec
retary on the 12th and 13th The 
Principal Finance Secretary admits it 
Thtf telegram goes It is clear that 
even before he had talked to the 
Finance Minuter, he had taken certain 
*tqp and had determined to put this 
thing through which he put through 
subsequently There are at least 50 
sut̂ i othejr important tacts very elejMy 
tyteg fe. thja seport from which we 
can draw only one conclusion The
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irresistible conclusion it that Mr. 
Patel’* was the arch part in the crime 
and that he put the whole thing 
through and that he did not even 
represent to his Finance Minister fully 
When I say all this, let us not forget 
this

•
I was really surprised when I read 

in the papers how the hon Prune 
Minister thought that because of the 
Board of Enquiry and the findings 
of this Board, things have changed 
so far as the responsibility of the 
former Finance Minister was concer
ned I think this Bose report makes 
far more damaging observations 
against the former Finance Minister 
than the Chagla Commission It is 
true that the Principal Finance Sec
retary played foul and he did not 
inform his chief all the things But, 
they also say that the Chief also took 
absolutely no care, no caution and 
gave no proper guidance Not only 
this The report very correctly 
states how the whole thing had deve
loped, how Mr Vaidyanathan and Mr 
Patel were in a sort of conspiracy to 
grab the whole power and to wash 
out the Investment Committee and 
the Executive Committee If you 
read the whole report, you will get 
a clear impression like this As a 
matter of fact, When Shn C D Desh- 
mukh discussed this Bill here, he gave 
a definite assurance to this Parlia
ment how the investments will be 
made He said that investments will 
be made through an Investment 
Committee He further said that we 
will issue a notification under sec
tion 27A which clearly lays down 
certain rules and regulations and 
principles for guidance of invest
ments But, these assurances given 
to the Parliament and these provisions 
were never mvoked As a matter of 
fact, they were ruthlessly given the 
'go by’, and everything was done in 
complete violation of these principles

Something was said in the Ministry 
Mr Vaidyanathan writes a letter He 
is hold enough to write a letter to tin 
Principal Secretary Mr Patel that
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the powers should rest between you 
and me—that is mentioned here. 
That the powers should rest between 
you and me was further earned 
through

Shri T T Knshnamachan Jhe for
mer Finance Minister and the Cor
poration came together in this coun
try Shri T T Krishnamachari 
assumed charge of the Finance Min
istry on the 1st of September That 
Act was also put into force on the 
1st of September They were never 
good friends Shri T T Knshnama- 
'Chari never wanted any of the assu
rance NSufc
the floor of the House Even Mr 
Patel has mentioned that if Shn C 
D Deshmukh had continued, that 
policy would have been followed. 
After quoting so many facts, what is 
the result that they have arrived at7 
On page 26, they say it will take 
a very long tune if I were to read 
the whole thing here They say 

“We think it is a fair infe
rence from what we have set 
out above, and especially from 
what follows, that section 27A and 
the other restrictions on the 
power of Government to handle 
these funds as they pleased for 
purposes of investment were just 
so many thorns m the flesh to 
Mr Vaidyanathan, Mr Patel and 
Mr Knshnamachan We have 
seen what value Government 
attached to an exactly similar 
provision in the LIC  Act The 
provision was ignored and the 
assurances given to Parliament 
were cynically disregarded not 
only by the Minister concerned 
but also by a Secretary to Gov
ernment and by a non-Go^em- 
ment servant, the Managing 
'Director of the LIC  Things had 
gone as far as that"
Further, it will be interesting to 

-note that when a certain proposal 
was put up, when the Law Ministry 
stated that this atop should be

there and it was put up to the Min
ister—let these words be marked-* 
this is what Shri T T Knshnoma- 
chari the former Finance Mipi«.t»r 
said about Mr Heemandam who is 
somebody m the Law Ministry who 
put up that proposal

“Mr Heemandam is a poor 
specimen of a lawyer I would 
prefer to leave things as they are 
and let Mr Vaidyanathan gamble 
away than accept Mr Heeman- 
dani’s advice”
He has preferred Mr Vaidyana

than to gamble away Now, Mr 
Vaidyanathan lias gambled away and 
the former Finance Minister has 
divorced himself from that personal 
responsibility He is personally res-’ 
ponsible for this state of affairs, for 
putting things m this manner, for 
pulling the investment policy in thaf 
manner and concentrating all the 
power m the hands of Mr Vaidyana
than He said, let him gamble away 
Now he has gambled away He has 
to take the consequences 

I have dealt with all the three offi
cials and certain observations made 
regarding the former Fmance Minis
ter as they appear here Having said 
*11 these damaging things, as far as 
the Union Government is concerned 
it will have to be admitted that they 
Have behaved m an unexceptionable 
planner from the very beginning 
When the matter was brought up 
Jiere, they appointed the Chagla 
Commisison Nothing better could 
pave been done, as was demanded by 
the circumstances When the Chagla 
Commission report came, the Minister 
resigned Nothing more could have 
peen expected from his Government' 
•fhen, they accepted certain things, 
the principles were also accepted and 
(ihey appointed the Bose Board, 
which is absolutely unexceptionable, 
fhis Board made certain recommta- 
J&tiona; unexceptionable, perfectly 
^Crf!bcratic and dignified; nothing bet* 
ter could have 'been done. Then, h
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goes to the U.PS.C. I quite under* 
stand their concern to respect the 
wishes of the U.P.S.C. But,-I think 
that if there was ever a case to dis
agree with the U.P.S.C., it is this 
case. I shall give my reason for that. 
If you look at the reports of the 
U.P.S.C. which were placed on the 
Table of the House, you will find 
that Government had not accepted 
the recommendations of the U.P.S.C. 
in 1955-56 and 1956-57, so far as two 
officers were concerned; the U.P.S.C. 
said that these officers were not 
guilty and no punishment should be 
given to them. But we find 1h£t 
punishment was actually given to 
them. Government did not accept 
the recommendations of the U.P.S.C. 
in those cases.

In this case, there is a still greater 
difference, because the report of the 
U.P.S.C. has been preceded by an 
inquiry by such a high-powered body. 
I do not want to make any adverse 
references to anybody, but I would 
like to ask: Is there anybody in the 
U.P.S.C. who will measure up to 
these giants on this Board? We can
not ignore the recommendations of 
the persons who have made these 
recommendations.

Then again, in the report of the 
U.P.S.C., there was a dissenting~note. 
I think this is one of the most im
portant cases where Government 
would have received the encomium 
of this House and of the people at 
large if they had disagreed with the 
U.P.S.C. It is really unfortunate 
that we have to say so.

I have unfortunately been saying 
on the floor of this House earlier that 
the standards are deteriorating in 
the U.P.S.C. I think we should do 
everything in our command to create 
a greater respect for the UP.S.C.; 
that will not be created by my not 
making these observations and not 
criticising. It would have to be 
created by their own conduct and by 
bow they create a respect for them
selves in the public mind.

Report of Life 
Insurance •Corporation 
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Hr. Deputy-Speaker: The hon. Mem

ber has taken about half an hour 
already. He should try to conclude 
now.

Shri Harish Chandra Mathur: I shall 
take another <ten minutes, if you 
would permit me. I shall cover two 
or three more important points quickly • 
and then I shall finish.

Mr. Deputy-Speaker: He ought to
be brief now.

Shri Harish Chandra Mathur: I
shall definitely finish wuthin ten 
minutes or even earlier.

Now, there is a lot of talk about the 
morale of public servants. I can 
venture to submit that. I have never 
missed any opportunity on the floor of 
the other House and also this House 
to speak for the public servants, lot 
the Government servants, and to do 
all sorts of things to raise their moral 
standards. I definitely feel that we 
should do everything in our power to 
see that we do draw the best out of 
the public servants, that we definitely 
do everything to encourage the public 
servants to take responsibilities and 
discharge them on the spur of the 
moment. The Board was quite alive 
to this factor.

But, when a guilt is proved, then 
this question of morale does not arise.
If we come to the conclusion that a 
particular gentleman is guilty, then 
the punishment must be deterrent; and 
the punishment must be deterrent 
particularly where public money, or 
rather, where money which is izr 
trust, is squandered away like this.

I would like to say that I think it is 
much more important here to take 
some good care of the morale of the 
Ministers; I say this advisedly, be
cause the Ministers are most in
effective, because of their relationship 
with the Fecretaries. Even here, we 
see that a very powerful Minister, 
whom we considered to be very 
powerful indeed, has been completely 
ignored by his Secretary in certain
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[Shn Harisn Chandra Mathur] 
matters; he never cared for the 
Minister. I know what happens in 
other cases too. A Minister wants 
something to be done; he gives a 
policy enunciation, and he wants 
.something to be implemented, but 
the file goes circulating between here 
and there, and it is ac managed that 
the Minister will never get the end of 
it. I know of particular cases where 
the Minister had passed a definite 
order in my presence that such and 
such a thing must be done, and yet, 
that has not been implemented for 
years; and it will not be implemented

Acharyu Knpalanl (Sitamarhi) : 
And he did not resign?

Shri Harish Chandra M athur: I
think it is not a question of the morale 
of the Government servants, but I 
think we should make our Ministers 
more effective; I think we should 
rather think about the morale of the 
Ministers

Shri Goray (Poona)* How can we 
make them effective? They should 
make themselves effective.

Shri Harish Chandra Mathur: Then, 
a reference has been made to party 
funds, and there has been a lot of 
criticism about it I have also collect
ed from the Libiary information as 
to how party fund? are collected in 
the various countries I think the 
situation is no different than what it 
is here, if anything, it is far worse 
But that is no argument to support 
what is branf; done here. There is 
also another difference We here in 
India are conditioned in a very 
•different manner. So, what would be 
accepted m UK or the USA will not be 
accepted by the people here So, we 
have got to be very careful in this 
matter also. But there is no reason 
why we should denounce what the 
Board has said As a matter of fact, 
the Board has never said that all this 
deal was put through simply because 
■certain funds had been made available 
to the party; that is absolutely put

ting a wrong meaning on their 
observation The Board has not said 
that I maintain and 1 venture to 
submit that Let us refer to page 160 
of their icpori, where a reference has 
been made to this As a matter of 
fact, they were just wanting to find 
the motive, they were in search 0! 
the motive They wanted to know the 
motive for all this They could not 
find any motive So, they thought that 
this could be the motive. That is all 
that they have said I shall read out 

«what the motive is

“As regards the motive for this. It 
is obscure” They themselves say 
that it is obscura They do not know 
what the motive is

An Hon. Member: How did they 
come to the conclusion?

Shri Harish Chandra Mathur: They 
further say

“We do not feel that wj^have been 
told the whole tiuth and we are 
not able to travel be>ond the record 
So far as the record goes, the only 
motive that suggest? itself is the one 
we have referred to . ”

That is what they say They have not 
come to ary conclusion. And they 
could not have come to this con
clusion I shall not go into that 
matter now, but certainly we shall 
have to prescribe a certain code for 
our selves

I would ’-espectfullj submit that 
party funds should be collected only 
by the organisation, at least the 
Finance Minister and the Commerce 
and Industry Minister should have 
nothing to do with the collection for 
the party funds

Shri Subbiah Am balam (Rama-
nathapuram): Is there anything said 
in the report that either the Finance 
Minister or any other Minister had 
anything to do with these collections?
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Shri BarUh Chandra Mathnr: That 
is what exactly I am saying, that there 
is nothing said in the report, unneces
sarily, much more is being read out 
■of it.

Shri Jagaaatha Rao (Koraput): So, 
my hon. friend’s observation is not 
relevant.

Shri Harlsh Chandra Mathar: But
this has received so much public 
attention The Board did not have the 
record to come to this conclusion, 
and it is absolutely wrong to come to 
this conclusion. I would say further 
that m most other countries, the 
practice is the same, in fact, much 
worse. But we are conditioned in a 
different manner, and we must do 
something to set our own standards 
and traditions and conventions. It is 
m that connection that I am sub
mitting this. In fact, they tried it in 
UK, as a matter of fact, in Canada, 
they had done away with the dona
tions for some time, and had the enact
ment, but they had to take back the 
enactment and collect donations from 
all the industrial concerns there Of 
course, we can make our elections 
cheaper by having this kind of pro
cedure. But what I am submitting is 
that we have got to set our own 
standards; we cannot adopt the 
Western standards, but we want to 
set our own standards It is from 
this point of view that I submit that 
we must adopt this healthy conven
tion that not merely should the 
collections be done by the organisa
tion, but at least these dignitaries 
should not involve themselves in the 
collection of the funds. Secondly, no* 
body should be permitted to collect 
even for his personal purposes, for his. 
own elections: if he collects, it should 
be channelled through the party, 
otherwise, it should be considered as 
good or as bad as bribery. That is 
what I would submit on this matter.

There are some other important 
issues. One is about the standard re
garding the administration of public 
funds. We have got to set certain
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standards as to how public funds are 
going to be administered, certainly not 
in this way. We must seit certaia 
standards in this matter.

Something has to be said about th£ 
other matters, but I shall not touch 
them for want of time.

Mr. Deputy-Speaker: Motion moved:
“That this House takes note of the 

Vivian Bose Board of Inquiry’s Re
port of the Life Insuiance Corpora
tion Inquiry, the Advicfe of the 
Union Public Service Cemmission* 
thereon and Government of India 
Resolutions dated the 27th May,
1959 ”
There are two amendments to this 

motion
Now, we have the whole day tor 

this discuss.cn, that means that the 
discussion will go on up to five
o’clock

Some Hon. Members: Five hours.
Mr. Ilepnty-Speaker: This was not 

made clear 1 have got the record 
here before me, and the observations 
made by the Speaker. He only said 
that we shall have a full day's debate; 
that means, today.

Shri Ferose Gandhi (Rai Bareli): 
May I suggest that the hon Minister 
can reply tomorrow, because it is 
already past one o' clock now?

Mr. Deputy-Speaker: Would that be 
convenient to the Minister?

The Minister of Home Attain 
(Shri G. B. Pant): As you please.

Mr. Deputy-Speaker: All right, we 
can go on with the discussion up to five 
o' clock, and then the Minister would 
reply; that means that we have still
3 hours and 40 minutes left before us 
There is a large list of Members who 
want to participate in the debate. We 
shall have to place a tune-hmit on 
speeches Will IS minutes do?

Pandit K. C. Sharma (.Hapur): Ten 
minutes
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Mr. Deputy-Speaker: That would be 
too Little. It is for the House to de
cide If a longer time is given to each 
Member, then there will be fewer 
Members who would be accommodat
ed Then they should not complain 
against me that I have not given them 
time We take a decision and I will 
follow that

Shri Snrendranath Dwlvedy
(Kendrapara) So far as our Group 
is concerned, we will have only one 
speaker.
' Mr. Deputy-Speaker: If other
Groups also have one speaker each, 
then perhaps we can have a time
limit of 20 minutes If there is only 
one speaker on behalf of a Group, we 
might give him 20—25 minutes

8hri Tangamani (Madurai): from 
our Group, there are two speakers 
The first speaker may have 20 minutes

Mr. Depnty-Speaker: And the second
5 minutes They should adjust 
among themselves I have no 
objection. But it should not go beyond 
25 minutes

Shri Tangamani: Our Group should 
have at least half an hour.

Mr. Depnty-Speaker: I will have 
that consideration, that others would 
not have as much time as the biggest 
group But we shall have to have 
some limitation That is the difficulty 
Ordinarily, ordinary Members of 
Groups should try to conclude within
15 minutes. The Leaders of Groups 
will be given longer time. This will 
b« the rule except in the case of a 
particular hon. Member who might 
have studied it extensively to justify 
his requiring more time

Shri Jaganatha Kao: I beg to move*
niat for the original motion, the 

following be substituted, namely:— 
“ That this House takes note of

and approves the action taken by
the Government of India as con
tained in the Ministry et Home
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Affairs Resolution No. F. 15/58HS 
dated the 27th May, 1959, in the 
cases of Shn H M. Patel, Shn 
G R Kamat and Shn L. S. 
Vaidyanathan on the advice given 
by the UPSC on the Report of 
the Vivian Bose Board of En
quiry" /
Shri Bhanja Deo (Keonjhar): I beg 

to move*
That for the original motion, the 

following be substituted, namely:—
‘That this House takes note of 

the Government of India's Resolu
tion in the Ministry of Home 
Affairs No 15/58 HS, dated the 
27th May, 1959, but expresses its 
regret over the manner m which 
the whole affair has been dealt 
with”
Mr Deputy-Speaker: Now both the 

original motion as well as the two 
amendments are before the House

Shri Parulekar (Thana)* Mr 
Deputy-Speaker, the subject-matter 
of the discussion is vast and it will 
not be possible to cover the whole 
canvas. I wfill, therefore, confine 
myself to one of the crucial aspects 
of this problem, namely, the Resolu
tion of the Home Ministry I will 
attempt to examine it, analyse it and 
assess its value.

I have read the Resolution very 
carefully and many times and I find 
that only three conclusions are possi
ble, of which one alone can be the 
correct one Either the Government 
have not read carefully the Reports 
of the Chagla Commission and of the 
Vivian Bose Board, or if they have 
read them, they have not understood 
the findings «f these two investiga
ting bodies Or if they have under
stood the findings, then this Resolu
tion is a dishonest attempt to white
wash the culpnts and whitewash 
themselves by taking shelter under the 
recommendations of the UPSC. I 
will endeavour to find out which one 
of these is the correct one.
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For assessing the value of the Re
solution, we will have to seek answers 
to three questions. They are: first, 
what are the salient, characteristic, 
features of this notorious deal, the 
Mundhra transaction; second, what is 
the object of this transaction, third, 
who are the culprits and what is then 
guilt? The task of seeking answers 
to these questions has become easy 
because the answers have been given 
m the Reports of the Chagla Com
mission and the Vivian Bose Board 
I will briefly give the reasons why 
1 accept their findings and their 
verdict

Firstly, the Chagli Report contains 
the findings of one of the most emi
nent Chief Justices in the country 
known for the integrity and indepen
dence The Vivian Bose Board Re
port contains the recommendations of 
an eminent ex-Judge of the Supreme 
Court assisted by the semormost offi
cials m the service Also that Report 
is unanimous That has to be re
membered Secondly, these Judge; 
have had long experience They 
are well accustomed to sift evidence 
and judge the demeanour of the wit
nesses who appear before them and 
arrive at the truth Thirdly, they 
had the benefit of examining wit
nesses For these reasons I rely on, 
and accept, the recommendations, 
findings and verdict of these two in
vestigating bodies

There is a third document, the re
commendations of the UPSC You 
have only to read it along with the 
other two documents, namely, the 
Reports of the Chagla Commission 
and the Vivian Bose Board, to realise 
how worthless this document is It 
has *he imprint of an anxiety to 
whitewash Shn Patel and to white
wash the Government It rejects all 
the findings which have been based 
on facts which were admitted and 
which have been proved beyond 
doubt, without giving any reasons.

Before I pass on to seek answers 
to these questions, there is on* preli-
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mmary issue which is relevant and 
important, and to which I would like
10 draw attention Neither the Chagla 
Commission nor the Vivian Bose
Board has succeeded in unearthing
the whole truth—and they have ad
mitted it If they had succeeded in 
unearthing the whole truth, I am 
quite sure m my mind that the truth 
would have been far more ugly and 
ghastly than what appears today and 
I feel that many more eminent 
persons would have been exposed and 
unmasked The two bodies have
given reasons as to why they could 
not unearth the truth. I will read a 
few extracts from the Report of the 
Vivian Bose Board This is on page 
36-

“But now we come to a sadden
ing spectable. We find some of 
the highest official; in the land 
shirking responsibility and hiding 
the truth We find each trying to 
wash his hands of a matter that 
has evoked much public criticism 
and each trying to throw the 
blame on the other A Minister 
blames his Principal Finance 
Secretary, the Secretary blames 
the Minister and a colleague who 
holds a high office, the colleague 
shifts the onus to a co-worker, 
the Managing Director and the 
Managing Director, m tum. 
blames each of the others”

They conclude the paragraph by
saying

“We have not been told the 
the whole truth and some at least 
of what we have heard must be 
false”

Again on page 158, they say
“No one concerned with the deal 

has to'd the whole truth”
There was another reason why they 
could not get at the whole truth. 
They say that they “could not travel 
beyond the records and their terms of 
reference did not permit them to tum 
themselves into a roving commission 
in search of the truth.” Therefore,

BHADRA 16, 1881 (SAKA)
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[Shri Parulekar] 
the Board stated the procedure which 
they have adopted for arriving At the 
tnlth and I would like to read—a 
small paragraph on page 37*

“Now, when witnesses give 
conflicting versions about a simple 
issue of fact, some of which must 
be false, there is no surer way of 
reaching a right conclusion than 
first setting out the facts that arc 
either admitted or proved beyond 
reasonable doubt and then seeing 
which of the stories bL-̂ t fits 
those tects. That is a time- 
honoured rule of practice We 
will tread the same path”
What is surprising and astounding 

is that the Resolution rejects all the 
findings of the Vivian Bose Report 
and the Chagla Commission Report 
which have been based on facts 
which have been admitted or facts 
which have been proved beyond the 
pale of doubt, without any reason 
It makes a show of accepting some 
of their findings, but when it docs so, 
it distors the finding of the Board

Now, I will try to examine and 
answer the first question, namely, 
what are the important, salient 
characteristics of this notorious deal, 
the Mundhra deal I will cite the 
findings of the Report which states 
them vividly.

On page 21 o£ the Bose Report, it 
says:

“He began” he means Mundhra 
“by asking Bs. 80 lakhs under 
this head on the 21st June, 1957; 
he increased it to Rs 94,74,000 
on the 23rd and ended it by being 
offered Rs 1,26,85,750"

There is another passage on page 99 
which brings out another characte
ristic of this deaL

"All we need say at the moment 
about the letter of the 23rd June 
is th.it there at least was a firm 
offer in concrete shape to sell

the shares listed above at definite 
prices This offer was examined 
scrip by scrip and in the end was 
rejected. But despite rejection 
Mr. Mundhra said that it still 
stood and that he had never re
siled from it in the course of 
the following days. The rates 
asked for m his letter were 
4above the current prices uIn 
the end Mr Mundhra was given 
higher rates in some cases than 
Mr. Mundhra himself wanted.

There is another paragraph on page 
98 which says:

“In the end Mr Mundhi 1 said 
almost triumphantly, whatever 
the meanings, the upshot was that 
he got more than even he had 
asked for”

There are a few other characteris
tic features of this deal On page 
158, the Report says

“And after the bargain, and
after all the danger of a drag 
had gone, even when Mr. Mun
dhra had defaulted in the delivery 
of the shares that part of the con
tract was not cancelled and Mr 
Mundhra was obliged further by 
an acceptance of substituted 
shares m place of defaulting ones 
In the matter of payment, in
every case, the scales were titled 
in Mr Mundhra’s favour, when
ever there was a choice of ratev 
the one that favoured Mundhra 
was selected ”
On page 102, the Board says

“How can they justify giving 
the man more than what he him
self asks"

4

These are the characteristic features 
of the Mundhra transaction and the 
Resolution evades and ignores all the 
findings which describe the characte
ristic features of this deaf; and1 what 
does it say?
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The Resolution says.
“It wa* not entered into in 

accordance with busine«s princi
ples and was also opposed to 
propriety on several grounds”
After reading this part of the Re 

solution, if I were to put it in the 
most mild terms, I can only say ‘how 
absurd and how perveise

Sir, I will pass on to the second 
question and seek an answer to it 
namely, what was the object of this 
deal On this subject also I will 
read some of the important para
graphs from the two Reports Re
garding the object of this dial thi 
Chagla Report says on page 12

“ Therefore it is clear that then* 
was some coippellmg reason, some 
motivating force, which was 
driving all these actors into thî  
precipitate action ”
Again, on page 11, the Rcpoit says’

"This aigument had clearlv 
nothing to do with stabilising the 
market or removing the drag on 
the market This agreement on 
the face of it bears the imprint 
of the desire on the part of the Coi 
poration to help Mr Mundhra or 
Mundhra concerns out of thui 
difficulties In other words, the 
object was to finance Mundhra to 
the extent of a crore and a quartei 
by the purchase of his shares
Sir, coming to the few paragraphs 

in the Vivian Bose Report thi, i-. 
what it sav-, on paije 160

“Weighing all thest vanou' 
facts carefully and testing them 
against the proved and incontro
vertible facts of this case we arc 
of opinion that the defence 
stories do not fit the facts while 
the other does We, therefore 
held that th>> June t ansaction 
was not entered into to sa\e the 
Calcutta market and the drag 
theory was an afterthought and a 
blind We, therefore, reach the
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conclusion that the object of the 
June transaction was to help Mr. 
Mundhia As for the motive for 
this, it is obscure Wt do not 
feel that' we have been told the 
whole truth and we are not able 
to travel beyond the record"
Again, on page 173, the Bo»e Board 
says:

"That the ti ansaction was
effected for relieving Mundhra of 
his financial difficulties and not 
for any LIC purpose We have 
dealt with this fully and have held 
that this fact is proved”

This was the object of the Mundhra 
deal and the transaction The Re
solution assumes silence on this point 
U does not mention it and rejects 
the motive suggested by the Vivian 
Bose Board

I am not surpnsed that thi v have 
rejected the motive suggested by the 
Bose Board becausc 1 do not expect 
this Government to be honest enough 
to accept it But the rejection of the 
motive does not disprove the fact that 
the transaction was entered into with 
the sole object of helping Mundhra.

I come to the third question Who 
are the culprits and what  ̂ their 
guilt7 I will ignore minor fi> T 
will take up Shri Knshnamachari I 
may be asked Wh> are you t iking 
the case of Knshnamachari and why 
do you beat a dead horse' Hr has 
resigned’ But he is not dead, he 
alive and kicking and issuing state
ments There is an attempt in this 
Resolution and there w ill be other 
attempts also to 11 h tbilitat*' him 
That is why I am f iking up this 
question

An Hon Member He has turned 
a refugee

Shri Parulekar I will read the find
ing

An Hon. Member: He m a Member 
of Parliament

BHADRA 16, 1881 (SAKA)
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Shn Vtfulekax*. He is noV & Minis
ter and tt is rumoured that he is 
likely to become a Minister

The Report of the Chagla Com
mission and also of the Vivian Bo^ 
Board have listed the crime* which 
he has committed I will give a list 
of the most important crimes which 
he has committed so that the Housr 
may be aware of the guilt ol Shn 
Knshnamachan 

•
The first crime was, in the woias 

of Mr Chagla, “that when he had 
come to know of these transactions 
he never repudiated the action of Mi 
Patel Therefore, this is, dearly ac
quiescence on the part of the Mini-, 
ter m the part of played by Mr 
Patel m bringing about the transaction 
of the 24th June The lack cf te- 
pudiation on the part of the Minis
ter would go to support Mr Patel’i 
theory that the Minister had approv
ed tho transaction in Bombav on the 
24th ’’ This is on page 23 oi the 
Chagla Commission’s ReDor*

I shall come to the second crime 
This is on page 27 of the Report of 
the Bose Board

“In our opinion tht facts which 
we have set out with the mimmuir. 
of comment are enough to show 
that from the stait neithei M: 
Patel noi Mr Vaidyanathan”— 
with whom we are not concerned 
at piesent— ‘not Mr Krishnama- 
chan, when he took over charge, 
had the slightest intentmr of 
carrying out the directions (•' the 
Act or of honouring C D Dem- 
mukh’s assurance to Parliament ”
This is not a cume of les-, serious 

importance I will come to the third 
crime of Shn Knshnamachan On 
page 147 of the Bose Report, it says.

“A starred question was asked 
on 4th September 1957 and an 
evasive answer was given by 
Mr Knshnamachan which, though 
factuaUj correct, cleverly evadrd
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disclosing the information that 
was really wanted”
On page 150, it says

"The Finance Minister seeks to 
avoid disclosure of the facts TO 
Parliament,”
1 do not know whether in the 

opinion of Government this ts honour
able conduct of a Minister which is 
expected m parliamentry democracy.

Sir, the fourth crimc of Mi Krish- 
n^machan is given on page 147 
Because it is a long paragraph, 1 will 
nc»t read the whole of it hut 1 will 
give the gist of it That crime 18 
that he disclaims more knowledge 
about the transaction than can be 
helped He is not telling the truth 
before the Commission, he is not 
telling the whole truth and the Com
mission feels that it has not been 
possible for it to unearth more than 
what it did

Then again there is anothu crime 
of his which is proved On page 155 
of the Bose report, they say*

“There weie a series of meetings 
between Mr Mundhra and various 
Government officials inc luding 
Mr Knshnamachan and Mr 
Patel between Apnl and June 
1957 It is obvious to us that 
they did not talk about tht wea
ther all the time and we are at 
opinion that it would ha\i been 
unnatural for them not to have 
explored ways and means of 
helping Mr Mundhra All that 
would have been natural m the 
circumstances and yet every one 
concerned except Mr Sodhani 
pretends that this particular topic 
was not touched ”
On page 167, they say*

"In the present case, the evi
dence clearly goes to show that 
Mr Knshnamachan gave general 
approval for the LIC to invest 
in Mundhra shares to the extent 
of a crore of rupees or so.”

SEPTEMBER 7, 1959
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It is true that his approval was 
vague. It is also true that Mr. Patel's 
Instructions regarding the price at 
which they were to be bought were 
»i«n vague. But my contention is 
that they were purposely vague. 
When a gang of burglars decide to 
commit burglary they take all pre
cautions to see that a way for escape 
m left open if they are apprehended 
So, vagueness is a part of the cons
piracy and the vagueness was there 
just because, if they were appre
hended, they must have a way of 
escape That is what the report says 
against Shn Knshnamachan

What does this Resolution say? It 
says that he was quite innocent and 
only the constitutional responsibility 
at the Minister was attracted These 
are the findings of the two Commis
sions and judicial enquiries These are 
the findings based On concrete facts 
and facts proved beyond doubt Yet. 
this Resolution does not say any
thing about these facts It does not 
take note of these tacts but it simply 
•ays one thing Of course, it docs not 
■ay he is innocent but it says that 
only the constitutional responsibility 
of the Minister is attracted

I will now come to another person 
whose list of crimes is longer and 
more idious—that is, Shn H M. Patel 
The list which I give is not exhau
stive. It is only a specimen of the 
crimes that they have committed On 
page 19 of the Chagla Commission 
report, it says:

"There can be no doubt on the 
evidence that Mr. Patel was pri
marily concerned with this tran
saction."

The Bose report says; on page 92

“And yet, when the expert was
* called In to advise about the pur

chase, he was not told why he 
was wanted, he was not told to 

' lode up for the market prices of 
the shares offered for sale, he was
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not asked to look up the balance 
sheets or other data about the 
soundness of the companies, he 
was not asked to do any of the 
things that any sensible man 
would want to do before sinking 
such a large sum in any concern.’'

On page 121, the report says:

“This is a clear admission that 
the investment committee was de
liberately by passed to ensure 
that this deal might ro through 
without any hitch”

On page 126, again, the report says:

“Now, as regards Patel’s expla
nation that he felt he had to 
report to the Minister before he 
left, we are unable to regard that 
as a justification for this haste 
unless there was something which 
was not quite straight m this 
deal"

Again, there is another crime Shri 
Patel drafted a reply foi the Minis
ter and it ended thus

“The purchase was effected 
because the shares in question 
appeared to be a worthwhile in
vestment.”

Now, it has been proved that this 
was not true I do not want to use 
other words which would describe the 
crime correctly because they are not 
parliamentary (Interruptions)

Shri V. P. Nayar (Quilon): Try
that word and submit to the ruling.

Mr Depnty-Speaker: It is as good 
as done.

Shri Parulekar: My purpose is 
served On page 141, the Bose report 
say about the ‘crisis theory’, accept, 
ed by the UPSC:

"We are satisfied that there is 
no reliable evidence of an impend-
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ing cru g m June 1957 and still 
less that any reasonable man at 
the relevant date felt that one 
might develop”

Again, on page 115 it says

“They preferred instead to
leave the most vital part of a
contract for the sale and purchase 
of a commodity, namely, the 
price m such a vague and unsatis
factory condition that even 
persons on the same side of thi 
transaction could not agree 
amongst themselves about what 
was settled”

That was the trick of the transaction 
It goes on

“The conclusion is irresis.table 
that either this vagueness about 
the prevailing market price was 
deliberate to enable Mr Mundhra 
to rig the market or these 
highly paid officials were so neg 
ligent and careless that they pie- 
sented Mr Mundhra with d 
heaven-sent chance ”
These are the crimes of Mr Patel, 

they are of a very senous nature In 
the face of these findings, what does 
the Resolution do in effect9 It says 
that he is innocent, his view about 
the drag on the market was unsound 
and erroneous I want to ask the 
Government whether there is any 
basis for characterising his view 
about the drag on the market as un. 
sound and erroneous9 Neithei of the 
Commissions have said so but the 
Government comes to this conclusion 
It gives a distorted 4 understanding 
and distorted form to the findings of 
the two Commissions and white
washes Mr Patel

I shall conclude now The Re
solution evades all crucial issues It 
rejects all established facts, findings 
apd verdict of the two judicial in
vestigations It distorts sonie of 
their findings It sets aside all prin

ciples of democratic practice The
Resolution is therefore, a dishonest 
attempt to save the culprits and
whitewash the Government It is 
more scandalous than even the scan
dalous deal It is a hoax and fraud 
which reduces judicial investigations 
to a ridiculous farce

Shri Surendranath Dwlvedy- Sir,
perhaps this is the last occasion for 
this Parliament to discuss this
Mundhra affair I do not want to 
beat the dead horses, as my hon 
friend has said, because I leel that the 
principal actors m this drama have 
already been let off and the culprit 
is still at large I do not know whe
ther the culprit is the man-eater or 
the money-eater I do not agree with 
the Mover of the motion that from 
the very beginning the Government 
took an honest attitude towards it or 
wanted to implement the wishes of 
this Parliament From the very 
beginning Government acted with 
mental reservations unwillingly and 
reluctantly The Prime Minister 
when he moved some motion for dis
cussion of LIC inquiry on 19th 
Feb 1958 had said that they were 
hustled bv the Parliament to appoint 
a committee

But the Parliament Sir, never 
demanded a committee or commission 
of the nature that they appointed The 
Mover Shri Feroze Gandhi himself 
said “We want a parliamentary com
mittee we are not very much 
enamoured of a judicial committee”
I think the hon Members who spoke 
that day also supported this and said, 
let us have a parliamentary commit
tee to unearth all matters connected 
with this Without paying any heed 
to that they appointed a commission 
of their own choice They fixed the 
terms of reference Not only that, the 
former Finance Minister who was 
ultimately to be found to be one of 
the culpnts in the affair, he himself 
fixed the terms of reference of dug]* 
commission
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When the Commission’s report was 
published, they expressed surprise 
Even about the high-power commis
sion under Mr Vivian Bose casual 
remarks— t may be casual, but they 
were unwanted and unworthy of a 
Prime Minister—-were made I say, 
Sir, this is unfair We are not really 
establishing good traditions for the 
functioning of parliamentary demo
cracy

Again, Sir, we are faced with th s 
Resolution The House was not taken 
into confidence The Vivian Bose 
Board’s report -was not discussed in 
this House before referring it to the 
UPSC It would have been fair to 
get the opinion of this House, as to 
how they feel on the report of the 
Commission

The Resolution appears to me, Sir, 
as a very ctrange document If you 
will read it you will find that they 
apply different standards m placing 
blames on different persons as it suits 
them I shall deal with them later 
Let us consider why they have done 
this According to me, it is because 
the whole approach and attitude of 
this Government has been one which 
is vitiated by personal considerations 
Otherwise, I do not think they should 
have dealt with this matter m such 
a manner Whatever we desired in 
the Parliament has practically been 
negatived by the civil executive 
authority I say th s is a very bad
precedent In the context of the
situation that is developing all around 
and even in our own country, there 
is a feeling growing and I think after 
this action of the Government this 
feeling would increase in the country, 
that the civil authorities are incapable 
of following a higher standard of 
public morale and administration

What is the total effect after spend
ing so many thousands of rupees on 
commissions and all that? The sum 
total that we see is, everything is still 
hazy and we are still guessing who 
is the pmon concerned. The res
ponsibility is nobody’s and nobody has 
ken -punMhed. Hie mala fid* has not

Vivian Bote 6744 
Board of Inquiry's 

Report of Ltfe 
Insurance Corporation 

Inquiry
been found No individual has been 
benefited—individuals connected with 
the Government One beneficiary, 
perhaps, Shn Mundhra, is still in d fa
culty The only concrete beneficiary, 
and I (hat too m each perhaps is the 
Congress Party 

Shri Tyagi (Dehrn Dun) I protest 
Why in cash’

8hri Snrendranath Dwivedy You 
may protest That is not What I am 
saying, it is found in th s report of 
the Vivian Bose Board It has not 
been contradicted by the Congress 
President Shn Tyagi may be quite 
upset about it, but the Congress Presi
dent has never contradicted and said 
that this amount of money was not 
received by the Congress Party from 
Shn Mundhra This is on record. I 
just referred to it because it has been 
mentioned in the report of this Board

Shri Tyagi Was it relevant for that 
Board to start such discussions as to 
which party received payments and 
all that7

Shri Surendranath Dwivedy It is
quite relevant for them to pass remarks 
on the evidence before them They 
had the evidence before him These 
are their findings 

Pandit K C Sharaia Sir I nse to 
a point of order Is it relevant to 
accuse of criminal action or any dis
honest action of a party or a man 
when that party or man is absent and 
without giving an opportunity to that 
man or party to explain the position’
1 will give you the law m regard to 
this The Congress Party is a politi
cal organisation It is led by certain 
people It is not in consonance with 
the principle of justice and natural 
way of doing things to abuse a person 
in his absence without giving an 
opportunity to explain the position 
(Interruption)

Mr Depot?-Speaker. Order, order 
I have already understood the hon 
Member

Pandit K C Sbarma: Sir, I w»l» 
explain it with the ruling of a Judg

-BHADRA 16, 1881 (SAKA)
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It was in Allahabad High Court The 
Judge says:

“Mr. K D. Malaviya, who has 
argued this case lor the accused 
ably and earnestly, told us that 
the general practice in the pro
vince is for a defendant or accus
ed to conceal the defence as much 
as he can and not to put his 
defence to the plaint if or com
plainant in cross-examination ”
Mr. Deputy-Speaker: Order, order 

The hon Member is reading from 
some observations of some Judge in 
a court Here he should briefly state 
the point of order 

Pandit K. C Sharma: The point in 
dispute u this When we make any 
allegat on against any person the 
fundamental question is that he 
should be put that question definitely 
"did you or did you not do such and 
such a thing”. No question was put 
to any office-bearer or anybody on 
behalf of the Congress Therefore, 
this allegation could not be made 
They have said that is a disgraceful 
practice (interruption)

Mr Depnty-Speaker: That cannot
be discussed in this manner Those 
strict rules of evidence cannot be laid 
down here I entirely agree with the 
hon Member that I entirely agree with 
him that no person should be criticis
ed in his absence because he has no 
opportunity to give a reply or answer 
for it But political parties can be 
criticised Moreovei, there are repre
sentatives of the parties and they 
would answer such criticism When 
the hon Member gets an opportunity 
he can reply to all those questions 
very effectively, I am sure, and others 
also will have an opportunity. How 
can I prohibit any hon Member from 
doing that, but I would say that it 
should be done in moderate tones

Shri Snrendranath Dwivedy: Sir, I 
bow to your ruling But I say, how
ever unpalatable it may appeal, it is 
the inescapable conclusion out of the 
criticism that you have in the report 
of 'file Vivian Bose Board.
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Now, S.r, this high-power commis

sion was presided over by an eminent 
judge and his findings, we think, the 
whole country should take as some
thing very important and serious. But 
when we are discussing those recom
mendations, there is a feeling, there is 
an attitude shown as though this was 
not a judcial commission How does 
it differ7 Judicial persons were 
appointed as chairman of commissions 
so that they would bnng a judicial 
mind into the entire affair and the 
public would be satisfied that these 
matters were enau red into from an 
unbiased, unprejudiced angle 
13.58 hrs. •
[P a n d it  T h a k u r  D a s  B h a r g a v a  tn the 

Chair.]
We are sorry that even th& Board 

was not given full scope to go into 
the entire matter Their terms of 
reference were very much limited 
A% a result of that the Commission 
themselves are m doubt and the 
pcopm also remain in doubt They do 
not know what has happened The 
truth has not been told I shall quote 
what the Viv an Bose Board say* 
“We have not been told the whole 
truth, and some at least of what we 
have heard must be false”  The 
Chagla Commission also says “The 
ambit of enquiry lies in a very 
narrow compass’* Lastly, the Prime 
Minister also says, while replying to 
Shn T T Knshnamachan after his 
resignat on “I have still a feeling that 
all the relevant facts connected with 
U113 unhappy matter have not been 
brougjht out”. If that is so, what 
happened after this enquiry? Really, 
Sir, the real culprit has not been 
found out The real matter behind 
this whole deal has not come out to 
the public The conduct of the Gov
ernment, therefore, is very much 
objectionable and not m tune with the 
demand of the House

Then I find that there are certain 
individuals—who have been exonerat
ed or are no longer associated with 
the Government—who show unneces
sary anxiety to explain their conduct.

SEPTEMBER 7, lftW
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We are flooded with printed papers 
and leaflets The one conclusion that 
I draw tram that is, the guilty mmd is 
always suspicious I do not under
stand why Shri T T Krishnamachan 
thinks it proper to go to the press 
while he continues to be a Member of 
this House He is not a minister but 
he continues to be a Member of the 
House There is no indication that 
he is going to res gn from the House 
He knew that the House was going 
to discuss this matter and he could 
come here befoie his own colleague 
m this House to put his case I do 
not think it is proper for him to go 
to the press ana issue a printed 
pamphlet It is showing the least 
courtesy to the House, to say the least
14 hrs

Even on the bas s of the documents, 
can it be said that he is absolved of 
all responsibilities, not only consti
tutional but other responsibilities also7 
Is he not liable7 Of course I do not 
see any mala fide act against any
body I do not say that there is any 
mala fide act But, after the findings 
of the Comm ssion, it would have 
been graceful on his part if he had 
said that unintentionally a mistake 
has been committed It would be nice 
to say that a mistake has been com 
mitted and then to admit that, if a 
mistake has been committed, what
ever action would follow out of that 
will be accepted That would be a 
different stand But, here, the whole 
affa r in this matter has degenerated 
into a squabble, namely, who is res
ponsible,—whether it is the ex- 
Finance Minister or his ex-Finance 
Secretary It is a controversy between 
those two' Everyone is trying to ex 
tricate out of it and everyone is 
challenging the other The UP SC 
have given their recommendations 
or advice We feel that the UP SC 
accord ng to our democratic constitu
tion, is a body which should be given 
proper recognition It has a distinct 
role to play in giving us a very clean 
and honest administration Even that 
ia being 'ged now because it
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was compelled to make some adverse 
remarks aganst certain persons The 
Vivian Bose Board of Inquiry has aid 
repeatedly that there is an attempt 
to shirk responsibility and hide the 
truth I again repeat that so far as 
these persons are concerned, I think 
no mala fides has been established, but 
the conduct of the ex-Mimster and 
the ex-Principal Secretary, whatever 
they may have tred to show shows 
that entirely they are the principal 
actor  ̂ in this dnma

This raise* another important ques 
tion, the question of the relationship 
between the Minister and the Secre 
tary It is being argued in d flierenI 
ways I think nobody disputes that 
the relationship between the Ministej 
and his Secretary cannot be merely 
too formal It will be close and inti
mate There may be oral instructions 
and discussions which will go on, ani 
the Secretary is there to carry out 
the wishes as the mandates of the 
Minister or whatever it is Even th* 
Prime Minister says that to say that 
the Minister is always responsible fo 
the action of officers working under- 
h m may take this much too fai I 
agree It mav be much too far t*' 
say that the Minister will be respor- 
sible for all that is happening m his 
department But there is no denying 
the fact that there arc some ordinary 
noimal responsibilities If those re>> 
ponsibtl ties are denied what woulo 
happen is, as the report itoelf ha- 
observed, nobody would take the res
ponsibility to discharge anything W ' 
find some disguesting elements in th< 
administration todaj that it is very 
d fficult for fficers generally to
take the responsibility upon them
selves because the persons higher 
above, by introducing a policy, xna% 
sometimes deny it when it suits then 
Therefore, it is really necessary that 
some rules should be laid down The 
House must be satisfied, ui this cast, 
and it is for Shri T T Krishnamachan 
to say here that there was sufflcien* 
proof to show that he was not aware* 
of the facts
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In this particular chc I want t 

mention that from the evidence of 
Shri B K Nehru and Shn A K Ro' 
we have found how the Minister and 
the Secretary function ir the depart
ment That has no* been contradict
ed The whole question t.rises is *< 
whether Shn T T Knshnama. har 
granted an nterview to Sun Mundhn. 
before the deal was transacted When 
(he was asked, he said that after 
.January, 1957, “I have no record thai 
I have met him” It is strange that 
he has no record When the records 
were called for from the Secretariat, 
awcpnsngly enough the register was 
.also musing That particular regis
ter which could show whether the 
Minister had an interview with Shn 
Mundhra or any others between the 
'•th and 17th June was missing 
Therefore the Commission have not 
accepted the plea that the Minister 
was unaware of this I think both 

•of them and all of them were involv
ed m it and it was really a conspiracy 
in this case If there was any policy 
difference, then only this question 
may anse, but there was no policy 
difference. The polacy itself was 
decided by the Minister and it was 

'earned out by the Secretary

I now come to the resolution At.
I said earlier, it applies double staid 
ards for different individuals While 
discussing this I want to know whe
ther the Government accepts the 
evidence of Shn B K Nehru and Shn 
A K Roy While discussing this, 
namely, Shri T T Knshnamachan’  ̂
part in this affair, the Government 
have not taken the findings of the 

'Commission as in other matters But 
they have gone out of the way to say 
that from the evidence it is establish
ed that Shri T T Knshnamachan 
was only constitutionally responsible 
In that part of the evidence, it i* 
given out by the Secretary and by 
the officers who ate still in the 
.Finance Ministry holding responsible 
^positions that there was a discussion

on the 25th or 26th <June with Shri 
T T Krishnamachan and Shn A K. 
Roy told the Minister that he did not 
like this deal Hien, S in  T T. 
Knshnamachan said, '‘Yea, Patel also 
mentioned to me about this " Having 
this evidence before us, I fail to 
understand how the Government 
could say that Shn T T Knshnama- 
chan has only a const tutional res
ponsibility It may be on account at 
some motives I do not know what 
it is

Then I will come to another lad  
That is about Shn Patel I do not 
understand the Government's attitude 
What they say in this report is, 
“There is considerable force in the 
Mmute of Dissent of Mr Pillai” Mr 
Pillai is one of the members of the 
UPSC What is that force* What 
is that considerable force’’ They did 
not say that They did not say whe
ther Shn Patel is guilty or not 1 say 
he is guilty and he should have been 
given the highest punishment But 
they do not sa> whether he is guilty 
or not

Mr Chairman The hon Member’s 
lime is up

Shri Surendranath Dwivedy. I will 
take 25 minutes I am the only 
speakei from my party and the hon 
Speakei said that I may take 25 
minutes I shall try to conclude be
fore that time if possible

So, the thing is, either Shn Patel 
wa3 guilty in which case he should 
have been given the highest punish
ment or, if he was not guilty, the 
Government should come forward and 
say that he is not guilty, and say, “So 
we are dropping the case” They did 
not say anything of the kind I could 
go so far as to say that it would be 
more proper for Government even to 
say that "he was guilty but because of 
his past services the Government dUl 
not think it proper to take action 
regarding him ” That would have 
been a different thing, and oofe cmM 
havte understood it One could under
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stand that the Government, though 
they found a particular person guilty 
In this affair, did not, for reasons of 
their own, want to take any action 
against him But nothing of the k nd 
has been done

Now, you will find that the Gov
ernment, surprisingly, have been very - 
much perturbed and worried because 
the Vivian Bose Commission discussed 
about Shn Iengar and Shn Bhatta- 
•charyya They were not accused, and 
they had no opportunity to explain 
themselves for the Commission So, 
why should they go out of the way to 
cntic s* them' 1 think the Vivian 
Bose Commission did a distinct ser
vice to the nation by bringing m facts 
wh ch were unknown to anybody 
Have the Vivian Board said that they 
were found guilty and that they want 
they should be punished7 Nothing of 
the kind What they have said is, 
they are responsible officers It is not 
that they were unattached In some 
way or other, directly or 'indirectly, 
they were also involved m the deal 
However the Government might say 
that they are not connected with it 
I do not want to go into the history 
of it They have sunply said that both 
Mr Iengar and Mr Bhattacharyya 
have not told the truth and they “give 
differing and mutually contradictory 
versions of the same incident” I will 
just quote this paragraph to show how 
serious it is I would like to know 
how Government can permit those 
two officers to continue holding res
ponsible positions in the Government 
today The Board have said

“Whether that attitude is right 
or wrong, it has, at least, the ment 
of manly forthrightness But now, 
we crane to a saddening spectacle 
We And some of the highest 
officials m the land shirking res
ponsibility and hiding the truth 
We find each trying to wash his 
hand* of a matter that has evoked 
Audi public criticism and each 
tryihg to throw the blame on the 
•other A Minister blames his
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Principal Secretary, the Secretary 
blames the Minister and a col
league who holds a high office, 
the colleague shifts the onus to a 
co-worker, the Managing Director 
of a large national institution in 
which both hold high and res
ponsible office, and the Managing 
Director, in turn, blames each oS 
the others All these gentlemen, 
and a Governor of the Re
serve Bank, as well as the Chair
man of the State Bank of 
India, give differing and mutual, 
ly contradictory versions of 
the same incident Men of stand
ing ra business ’world give us 
diildish explanations to cover up 
something of which they are other 
frightened or ashamed We have 
been told the whole truth and 
some, at least, of what we have 
heard must be false It is now 
our painful duty to sift these 
atones, as far as possible, and 
find out, if we can, where the 
truth lies"
Acharya Kripalani All are guilty 
Shri Snreadranath Dwivedy: It is a

venous matter that these persons 
should continue to hold responsible 
positions in the Government If Gov
ernment believes the evidence of Mr 
B K Nehru and Mr Rov, then Gov
ernment has no reason to exonerate 
Mr T T Knshnamachan, since they 
are also officers in the Finance Minis
try

Lastly, I want to bring another 
matter to your notice In the substi
tute motion adopted by this House 
on 20th February, 1958, three things 
were stated firstly, the transaction 
was not on business lines, secondly, 
appropriate action should be taken 
against the officials—we know what 
action has been taken against the 
officials and thirdly,—this is very 
important—Government promised that 
they would give careful consideration 
to the suggestions made by the Chagla 
Commission as regards the relation
ship of Government with autonomous
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corporations Thu is a vary import
ant matter and I do not know whe
ther the House will have an opportu
nity to discuss this matter at some 
other time The Commission repeated
ly pointed out that rules and regula
tions in the L.IC regarding invest
ment and other matters seemed to 
have been ignored, the Ministers and 
other officers did not at all give any 
consideration to them and they tried 
to bypass those rule* That is all 
established Government, therefore, 
should have come forward with a 
distinct pol cy in this matter 

But 1 find in this Government's re
solution, it is simply stated that 

'̂ Excessive formalisation of the 
relations between the Government 
and the Corporation would be 
unworkable and undesirable ” 

Beyond that, they have not clarified 
anything Of course, I know that the 
Finance Mnistry has announced that 
the necessary amendment has been 
made so as to make cleai thi. inten
tion of section 21 A But the Fmancc 
Minister says, “This policy is nothing 
new This is the investment policy 
that we have been following even 
before the Mundhra deal" What does 
it prove9 If the polcy has not been 
changed, if this was the policy follow
ed before the Mundhra deal, there is 
every room for repetition of the same 
type of deal again and again Then, 
it would mean that the investment 
machinery has to be corrected If the 
policy is correct, the machinery must 
be wrong The defective machinery 
ought to be got r.d of The machin
ery should be so amended that there 
ig no occasion for repetition of such 
deals.

If that is to be done, I would 
suggest that the functions of the 
investment advisory board should be 
dearly defined and its proceedings 
should be made available to the Par
liament. It should be treated as a 
public document, so that we maylmow 
bow the investment is being made.

The second thing, wh ch is also im
portant, is the Minister's responsibi
lity It is not proper to say that the 
Mjmster is only consitutionally res
ponsible This is not a Corporation 
wh*ch can be compared with the steel 
or other corporations that we have 
Those are private limited concern* 
wluch do not earn any money and 
which may go into liquidation But, 
the LIC is something more than that 
The people of the country are invest
ing money in it with th s guarantee 
from the Government that every pie 
of the premium that they pay would 
be piopcriy spent and would, be utili
sed for the good of the community 

The Parliament can only function 
through the Minister and if the Minis
ter’s resposibility 13 only constitution
al, Parliament will remain as dark ab 
it has remained so far So, in my 
opinion, it should not on'y be a cons
titutional responsibility, but it should 
also be a substantial lesponsibility 
so far as LIC is conccrncd I would 
expect Government to announce that 
policy They have dealt with this 
matter and their resolution is here 
I would like to konw what is the 
exact policy that they have made in 
order to see that such things are not 
repeated m future As I have 
said, I am more concerned about the 
future than what has happened in the 
past I again repeat, I have no grudge 
against any person nor do I want 
that this matter should be taken on a 
personal level 

My real grudge against Govern
ment is that personal consideration* 
weighed with them more than any* 
thing else In this country, when 
we are faced with problems of vast 
magnitude, when the entire democra
tic fabric »  being threatened, it is our 
duty, if we are serious about democra
cy, to see that we function, and the 
Government functions, in such a 
manner as to leave no room for doubt 
This Government particularly must 
behaVe in a manner which is worthy 
of this country and natioo.



^755 Motion re'

Shri Jaganatha K ao: Mr Chairman, 
3 r, according to me the scope of the 
discussion is Very limited. The Chagla 
Commission and the Board of Inquiry 
presided over by Justice Vivian Bose 
have both held that the transactions 
in question were improper and un
businesslike What we are now con
cerned with is about the disciplinary 
action taken against the three officers.

My friend, Shn Mathur, stated that 
this Board of Inquiry had a statute 
and its findings are entitled to great 
weight and respect It is true that 
an em nent judge of the Supreme 
Court presided over this Board, but 
the fact remains that the findings of 
the Board do not have the same status 
01 the same binding effect as a judg
ment of the Supreme Court We have 
to c c p  how far the findings of this 
Board an based on the evidence tend
ered befon the Commission and how 
thfy ran b.> sub->tant’ated I may point 
out the irregularities or the imperfect 
nature of the nquirv inherent in 
inquiries of *this kind 

You will find that several witnesses 
\\(.f examined and several persons 
stood m the position of co-defendants, 
if not as co-accused You find Mr 
°atel comes and gives evidence, ana 
some person depots i.> hi» favour 
Their evidence is in a way against the 
other persons who are concerned in 
the deal, like Shn T T Knshnama- 
chari But when Shn T T Krishna- 
machan was in the bar, no questions 
weie put to him confronting him with 
the facts as deposed by earlier wit
nesses It s a fundamental pnnciple 
of natural justice, though not of pro- 
jpedure, that questions regarding cir
cumstances against a person should 
"be put to him, so that he can explain 
and acquit himself

Shri P. R. Patel (Mehsana) I want 
to know from the hon Member that 
if no questions were put, whether he 
.has denied the fact

Shri Jaganatha Rao: H i e  q u e s tio n  
'Of d e n ia l o r  a d m iss io n  co m e s  w h e n  
t h e  q u e s tio n  is  p u t  If -we g o  th ro u g h
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the voluminous evidence that was 
tendered before this Commission, we 
will find that answers were given in 
reply to questions. It is not as in 
ordinary cases in civil or criminal 
court where a witness is asked to say 
what he knows We know that several 
pointed questions were put to the 
witnesses and several pointed answers 
were given When Shn Knshnama- 
chan was in the dock and when other 
witnesses were m the dock some 
pointed questions were put to them. 
But I find that the Board of Inquiry 
has come to the conclusion that the 
Minister’s tacit approval was there. 
If the Minister had siid as he sub
sequently says

Shri Harish Chandra Mathur: The 
Board of Inquiry never says that the 
Minister’s approval was there

Shri Jaganatha Rao: If you gm
through the evidence you will find 
that it is made out by the witnesses 
that the approval, tacit or implicit, of 
thi Minister was there But, m that 
Last the Minister should have been 
put a question as to what he really 
meant by the words used by him. In 
the absence of an explanation, or a 
clarification, by the Minister, how 
could it be said that these words gave 
Shn Patel the inference, or the 
assurance, that he has agreed to the 
deal’  There were several other irre
gularities of a like nature which crept 
in m the course of the enquiry before 
the Board of Inquiry 

Again the Minister was not defend
ed by a counsel whereas the other 
persons were defended by a counsel. 
The Minister was not m the position 
of a co-defendant Such irregularities 
resulted in the findings of the Board 
becoming imperfect Of course, I do 
not assail the integrity or the impar
tiality of the Judge who presided 
over the Board of Inquiry Similar 
circumstances existed in the Board of 
Inquiry, which was conducted in Eng
land into the Bank Rate Leakage Case, 
and leading dailies, including. The 
New Statesman and Times, comment
ed that a different procedure has to be
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[Shn Jaganatha Kao] 
evolved in an inquiry of this sort The 
Commissions of Inquiry Act does not 
provide a regular or a precise mode 
of inquiry So the result is that cer
tain imperfections and irregularities 
creep in with the result that the find
ings cannot be accepted tn toto.

The Union Public Service Commis
sion tried to hold that the transactions 
in question were both proper and 
businesslike but the Government did 
not accept that decision The Govern
ment Resolution, if you see paragraph 
7, says;

“The Government o f India have 
already accepted that in the light 
of the evidence available to the 
Chagla Commission that the trans
action m question was not enter- 

/ ed into in accordance with busi
ness principles and was also oppos
ed to propriety on several grounds.
In this connection, the Chagla 
Commission as well as the Vivian 
Bose Board of Inquiry, after an 
examination of the evidence 
before them, came to the conclu
sion that the view entertained by 
Shri Patel that the Mundhra 
shares operated as a drag on the 
Calcutta exchange and that in 
order to create confidence in the 
market it was essential that they 

-should be brought to such levels 
as they should ordinarily be by 
means of purchases to be made 
by the Life Insurance Corporation, 
was in fact unsound "

There, the findings of both the Com
missions were accepted by the Gov
ernment Then the resolution says, 
'ower down m paragraph 7 —

“The Government of India agree 
that whilst there may be differ
ence* of opinion regarding the 
appreciation of the economic situa
tion and the proper remedy there
for, as made by Shn Patel, due 
regard should also be paid to the 
fact whether in the light of his 
knowledge of the circumstances 
he genuinely and bona fide felt 
that his appreciation of the situa-
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tion was correct and that the 
remedy proposed by him was 
required m tiie public interest.”

It is true'that the Board of Inquiry 
held that there was no crisis in the- 
Calcutla stock exchange But the fact 
remains that there was a threat of a 
crisis If that is so, well, the Officer 
concerned, who initiated these talks 
and the transaction, had the bona fide 
reason to pursue the matte' In the 
absence of mala fide, on the part of 
anv of the officers concerned and the 
Minister, we can say that the trans
action was not dishonest or fraudulent 

Shri Harlsh Chandra Mathur: Will 
you refer to the diaft which Shri 
Patel himself made for an answer to 
the Parliamentary question on 6th 
September’

Shri Jaganatha Rao: Let us not go 
behind the findings of the Commission, 
Boatd, UPSC and the Government 
resolution Let us not go into the 
questions that were put, which appear
ed on the 4th September, or the 27th 
September, what the file of the Min
ister contained which he did not make 
use ol and so on That is a different 
matter We are not discussing tha* 
today

Shri Harish Chandra Mathur: That 
is an important point made by tht 
Commission

Shri Jaganatha Rao: This House has 
before it the findings of the Chagla 
Commission, the findings of the Boaid 
of Inquiry, the findings of the Union 
Public Service Commission and the 
Government icsolution This House 
is not a couit of appeal 

Shri Mahanty (Dhenkat>al) On a 
point of order Who is the UPSC to 
give a finding7 The hon Member 
says that we are considering the find
ings of the UPSC I ask: who is the 
UPSC to give us a finding?

Shri S. M. Baiter jee (Kanpur): 
They will give advice.

Shri Jaganatha Rao: Under the All 
India Services (Discipline and Appeal) 

Buies, 1955, (he UPSC is the- final

'SBP’mSBKR 7, Mftft
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authority that can suggest disciplinary 
action The Government may or may 
not accept their suggestion

Shri Tyagi: No, no I am afraid, 
the Government is the Anal authority 

Mr. Chairman: Let him proceed He 
thinks that way Let him have his 
own say We are not taking a deci
sion The hon Member who is speak 
mg now has got his own views and 
he can give his expression to his 
views He is expressing his views as 
to who the final authority is And he 
has the right to sav so This question 
cannot be debated between two mem
bers

Shri Mahanty But if one says a 
man is a woman, it becomes different 

Shri Jaganatha Rao: When I say 
that the UPSC is the final authority 
I mean that it is the final authority in 
suggesting action It is for the Gov
ernment to accept or reject it As a 
matter of fact, Government did not 
accept all the findings of the UPSC 
UPSC went to the extent of saying 
that the transactions were proper and 
businesslike Government did not 
accept that decision Therefore, it is 
not correct to say that the UPSC is 
nobody Under the AH India Services 
(Discipline and Appeal) Rules, 1955 
UPSC is the final body to suggest what 
action should be taken against a 
particular officer Government may 
accept it, or Government mav reject 
it in part or m toto 

Therefore, when we consider the 
adequacy of the punishment meted out 
bv the Government to these officers, 
we have to see what are the cirrcum- 
stances, the extenuating circumstances 
in which the officers were at that 
time Reference to mala fide is one 
Secondly, Shn Patel had every reason 
to believe that there was a crisis, or 
a threat of a crisis, m the Calcutta 
stock exchange, because the 1957 bud
get, introduced by the then Finance 
Minister, Shri T T Krishnamachari 
had an adverse effect in the market 
BttB. L.I C was the investor So, if 
the L IC  had invested in the share

maiket previously, certainly the Fin
ance Secretary was justified m pro
ceeding with the ttansactions

Dr M S. Aney (Nagpur) May I  
ask one question9 Does he think that 
it was open to the Service Commission, 
to question the findings of fact given 
bv two judicial commissions, whose 
evidence were placed before it, and 
which was obviously asked to examine 
the condqct of officers concerned and 
recommend punishment or any o'her 
suitable action9

Shri Jaganatha Rao In the first 
place, they are not judicial pronounce
ments I prefaced my observations 
with the statement that though it was 
presided over by a learned Judge of 
the Supreme Court, it was only a 
board of inquiry Therefore, let us 
not mix uo the two things It is true 
that Justice Vivian Bose is a Judge 
of the Supreme Court Still, his find
ings in this inquiry are not of a 
judicial character in the sense of being, 
binding as a judgment of the Supreme 
Court So, it is entirely within the- 
competence of the UPSC to accept or 
reject it It is for the House to decide 
how fai the UPSC is justified in 
rejecting or throwing down the recom
mendations of this Board of Inquiry

Shri Harish Chandra Mathar: May
I ask the hon Member to clarify one 
point* Shri Patel had every reason 
to believe that there was a threat of 
a crisis But when Shn Patel drafted- 
the answer he has stated that ‘the 
purchase was effected because the 
shares in question appeared to be 
w 01th while, incidentally the purchase 
assisted in averting a possible difficult 
situation m the Calcutta stock 
fxchange” So the Commission says 
that this knocks the bottom out of the- 
possible crisis theory

Shri Jaganatha Rao: But I Ho not
want to support the findings I ittack 
the findings of the Board of Inquiry I 
take an entirely different view of the 
matter My hon friend cannot ask 
me to agree with him I hold a differ
ent view



*>76 z Motion re:

An Hon. Member: On a considera
tion of the evidence

Shri Jaganatha Rao: On a conside
ration of the evidence If you ta*<. 
.into account the evidence of Mr 
Chaturvedi and Mr Bhattacharya end 
others, they certainly say that there 
was a threat of a crisis.

Shri Harish Chandra Mathur: Please 
explain the draft of Mr Patel That 
is all

Shri Jaganatha Rao: Leave it
The Board of Inquiry proceeded on 

jk wrong premise The Board enunciat
ed the Assistance theory It said that 
this transaction was entered into as a 
quid pro quo for the generous gesture 
of Mr Mundhra in having contributed 
generously to the Congress funds and 
subsequently that he agreed not to 
dost down the Kanpur mill What 
evidence had the Board, I respectfully 
ask, to enable the Board of Inquiry 
to come to the conclusion or draw the 
inference that this is a return for th< 
generous gesture of Mr Mundhra’  An 
inference has to lye drawn from proved 
facts This is only a surmise My 
friend read out from the findings of 
the Board of Inquiry There is no 
evidcnct It has given a motive 
There cannot be any wild inferences 
If really that was the ease, was am 
question put to Knshnamachan whc 
ther Mr Mundhra had contributed to 
the Congress funds and this transac
tion entered into as a quid pro quo* 
Nothing If the Government really 
wanted to benefit Mr Mundhra as a 
return for his generous gesture, cer
tainly it presupposes that the Govern
ment officers who were concerned in 
this deal were a party to it No ques
tion was put to Mr Patel; nor to Mr 
Kamat In the absence of any evidence 
•connecting any one of them with this 
generous gesture of Mundhra, I res 
'pectfully submit with due respect to 
the learned Judge who presided over 
the Board of Inquiry that it u  not 
•m Afterthought and planned Abso
lutely there is no basis for such an 
Inference
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If the mam basis of the findings of 

the Board of Inquiry falls to the 
ground on this issue, certainly we 
have to see how far the transaction is 
vitiated by any impropriety or 
unbusinesslike nature of the transac
tion It is true that Mr Vaidyanathftn 
was, to use the words of the Board of 
Inquiry, in a tearing hurry to offer 
prices for some shares more than 
what Mr Mundhra has quoted That 
is true But, Mr Patel goes out of 
the picture the moment it is decided 
that the shares should be purchased 
at the market rates It is for Mr 
Vaidyanathan to explain Taking into 
consideration all the evidence and the 
probabilities of the case, I feel that 
the Government was justified m com
ing to the conclusion that Mr Patel 
has to be exonerated

Incidentally I would like to mention 
about tht unfortunate situation in 
which Shn T T Knshnamachan was 
placed I do not hold a brief for him

Shri BraJ Raj Singh (Firozabad) 
Who do vou explain in the beginning7

Shri Jaganatha Rao. If we go
through the entire volummous evi
dence, I feel, as I prefaced at the out
set, he was not represented by 
counsel He is more sinned against 
than sinning But, he resigned He is 
not personally responsible as Mimstei 
for this transaction though constitu 
tionaliy lesponsible to the House, and 
he has resigned He has set an open 
example for others to follow

Some Hon. Members: Others to
follow’

Shri Jaganatha Rao: Yes, for the 
other democracies in the world

An Hon. Member: To coirte back
Shri Jaganatha Rao: According to 

me, what is more important is, what 
are the lessons that we learn from 
this Mundhra deal We need not 
discuss this again and again Accord
ing to me, these are some of the points 
which are very important and which 
have to be taken into consideration by
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the Government tor the future work
ing of the L1C Tfce autonomy of 
the L.IC. has to be respected The 
provisions under section 27 of the Act 
have to be complied with. Though 
Mr. Justice Chagla held that there was 
substantial compliance with the rule 
e f law when the Investment Com
mittee was subsequently informed of 
this transaction, section 27A has to be 
strictly and faithfully observed In 
future, any directive that the Minister 
wishes to issue has to be in writing 
Because it was oral, it has given scope 
(O so many interpretations Again, I 
suggest that the Commission of 
Inquiry Act being defective, in future, 
enquiries of this kind have to be gone 
into by a Committee of Parliament 
and the report placed on the Table of 
the House so that Parliament can dis
cuss it Above all, we have to see that 
we should not view or discuss this 
question in a spirit of blackmail or 
witch-hunting We must also see that 
the morale of the civil service is not 
impaired The result of the Mundhra 
affair is that no civil servant feels thal 
he is safe He expects the Minis
ter

Shri Mahanty On a point of order 
Sir,

Shri Jaganatha Kao What is the 
point of order7

Shri Mahanty. The hon Member 
nas said, “Let us not discuss it in a 
spirit of blackmail.” The obvious 
inference that can be drawip is that 
Members who have participated axe 
blackmailing somebody This word 
should be expunged Who is black
mailing’

Mr. Chairman: Order, order The 
hon Member is certainly entitled to 
say that all the persons who are criti
cising should criticise in a moderate 
way He is entitled to say that

Some Ban. Members: He said, 
blackmail

Mr. Chairman: just as the hon
Member is entitled to say that they are 
being criticised in a manner whfch is 
unreasonably lenient or soft, another 
member has a right to say to the 
217 (Ai) LSD-7
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contrary There is no point at order 
involved The Member has a right to 
say that this may be discussed in this 
manner as the other hon Member has 
the right to say that it may be dis
cussed in another manner

Seme Hon. Members: What about 
blackmail?

Mr. Chairman: Order, order, there 
is no question of blackmail He did not 
say that some persons are getting 
some profit out of it All that he 
wanted to say was that the matter 
should be discussed in such a way 
that as a matter of fact, the people 
who are criticised do not feel that they 
are being criticised too severely That 
is all that he meant He did not mean 
anything else 

Some Hon. Members. Let him say
so

Shri Jaganatha Rao. What I meant 
was, we should discuss it m an objec
tive way We should not be, led 
away by prejudices or passions That 
is what I meant When we discuss 
about certain officers who were con
cerned in this deal, let us approach 
the question in an objective way I 
entirely agree with my hon friend on 
the other side and I would say, you 
criticise the officer if he is really un
worthy But, according to me, from 
the evidence, I feel that the criticism 
is not warranted I am entitled to 
hold that opinion 

Mr. Chairman. That is a question 
of temperament The hon Member 
takes one view The other hon Mem
ber may take another view 

Shri Jaganatha Rao* You know. 
Sir, lawyers take different views I 
take a different view 

Therefore, certainly Parliament has 
a right and duty to the country to 
discuss such matters But we should 
not view this Mundhra deal as a stick 
to beat the civil servants indiscrimi
nately If the morale of the civil 
servant is shaken, it is a sad day for 
the country, because efficiency and ini
tiative are really the products of a 
high morale It should be our duty
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[Sfrn Jaganatha Rao]
to see thAt while we criticise the 
actions of these officers, this morale is 
not affected.

I gave notice of an amendment that 
the House should approve of the 
Resolution of the Government. I com- 
mend my amendment to the House.

Shri Moravfca (Jhunjhunu): Mr. 
Chairnugi, I do not wish to gpeak on 
the merits of the deal known as the 
L4 .C. Mundhra deal, because accprd- 
mg to me, there is no merit at q̂ l in 
this deal. Nor do I wish to apportion 
the blame among the various officers, 
because, according to -me that is a 
very difficult task. Even the highest 
tribunals appointed could not dis
charge that duty properly or satisfac
torily. Therefore, 1 shall confine my
self only to the examination of a few 
general points that have emerged from 
the various enquiries.

The first point that strikes anybody 
is that the Finance Ministry did not 
allow this enactment of Parliament to 
be implemented In its entirety or in Its 
proper spirit. The mandate of this 
House embodied in this Act has been 
given a complete go-by by the person 
responsible for its administration. 
It was pointed out before the Ctagla 
Commission that the provisions of this 
Act required the constitution of a 
board of directors, the constitution of 
an executive committee and the con
stitution of an investment committee. 
All these bodies, though formed, were 
never allowed to function properly.

As a matter of fact, there is evi
dence that in this particular deal, the 
Investment Committee was never con
sulted, leave alone the question of its 
approval; and the board of directors 
was not even informed until much 
later. In support of this contention,
I Would give only one quotation, and 
that Is from the report of the Chagla 
Commission. At page 15 of its re
port* the Chagla Commission has 
stated:
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“The transaction also suffers 

from this serious blemish that ft 
was effected without' consulting 
the Investment Committee.*'
Then, it goes ori"knd says:

“I find no justification whatso
ever in the corporation Investing 
this l.̂ fge amount without seeking 
the -advice of a statutory body 
which has been set up for the very 
purpose of advising the corpora 
tion with regard to {he invest
ments it wishes to xoalpe. In mak
ing this investment, th$ porpora- 
tion has also contravened the clear 
directions given by the Invest
ment Committee with regard to 
the investments to be made."
My short point is that though the 

House enacted a law which embodied 
a complete scheme of how the admin
istration of this Corporation should be 
carried on and how these huge funds 
of the Corporation should be invested, 
still the administrative authority, that 
is, the Ministry, carried out this provi
sion m such a way that not a single 
provision of the Act vis-a-vis this 
investment was observed. This, ac
cording to me, is a serious Lapse. And 
only on this one point, the concerned 
persons could have been held respor. 
sible. I do.not say whether it was 
the Minister or whether'it was the- 
Principal Finance Secretary or 
whether it was the Ministry as a 
whole or the system prevailing in the 
Ministry that was responsible. But 
the fact remains that the mandate of 
this House has not been carried out 
By this, I do not wish to suggest that 
only the. autonomy of the Corpora
tion was interfered with. My grievance 
is somewhat more serious than that. 
The autonomy of the Corporation could 
be interfered with even if you go on 
giving directions under section 21 o f 
the Act again and again. But, here, 
not only were written directions'not 
given, but many other provisions of 
this Act were not carried out. That 
is one serious complaint which I have 

lake.
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In the last debate, the hon. Mem
ber Shn Ferozfe Gandhi laid on the 
Table ot the House, a document bear
ing reference No. LT|583|58, which 
shows how often the Minister and the 
Principal Finance Secretary and others 
tried to interfere even in small 
matters relating to the staff appoint
ments, staff dismissals and things like 
that, and that apart from the ques
tion of interfering with the autonomy 
of the Corporation, a complete go-by 
has been given to the provisions of the 
Act as enacted by this House

The second point which is somewhat 
related to the first one but which does 
not arise out of any, of these inqui
ries, but which arises from the state, 
ment made by the then Finance 
Minister recently, and which, accord
ing, to me is a more serious point 
is that the Finance Ministry did not 
carry on the financial administration 
with that amount of orthodoxy which 
is necessary. At page 9 of the state
ment or the ‘pamphlet which in cir
culated, this is what the Finance 
Minister says’

“The second instance was the 
suggestion of purchases of shares 
m certain Banks. There was a 
proposal to make'these Banks Bub- 
sidaries of the State Bank and in 
the process because of the some
what liberal terms of compensa
tion that would obtain in respect 
of the shares of these Banks there 
might be an appreciation in the 

. prices of these shares. It was in- 
, tended that some part of this 
benefit should go to a public in
stitution rather than to private 
speculators.” .

What is the meaning of this state
ment? The Finance Minister says 
that he advised the LIC to purchase 
tHe shares of certain banks because 
he* knew that these banks would be 
nationalised, and when they were 
nationalised, the terns of the com
pensation would be liberal; and in-
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stead of the shareholders getting all 
the benefits, it would be the LIC* which 
would get the benr-fU And he char
acterises those shareholders <’><> private 
speculators.

Shri Sinhasan Singh (Gorakhpur): 
What j s  wrong with it? If the LIC 
purchases all die 'shares of the banks 
and thereby the LIC gets a major 
portion of the compensation payable to 
the banks, then what is wrong with 
that policy?

Shri Morarka: The hon Member 
may have a little patience, and he 
would hear everything

Pandit K C. Sharma: He gets less.
Shri Morarka: Here, the Finance

Minister is in possession of an aivance 
information. He knows what com
pensation he is going to give, and, 
therefore, he says to one of the cor
porations, ‘You purchase these shares, 
because on these shares you are going 
to get so much compensation.'. Now, 
assume, for a moment, that- the com
pensation was going to be less. Would 
the Finister Minister then have 
said *Go and purchase these shares.’?’

Apart from that, here is another 
question. The Finance Minister is in 
charge of the finances of the whole 
country. He is in charge of the bud 
getary policy of Government. He 
frames the budget. Today, he gives' a 
directive to the LIC for purchase of 
shares of banks on the point of na
tionalisation, and tomorrow, before 
the eve of the budget, he can ask the 
LIC or the STC or any other corpora
tion to go to the market and pur
chase the shares or sell the shares to 
suit his budgetary recommendations. 
Is it proper for the Finance Minister 
to go on advising these corporations 
and making use of his official know
ledge for the benefit of one corpora
tion or for the benefit of one institu
tion? Can he treat anyone of these 
corporations which we claim as auto* 
nomous corporations in this manner 
to the disadvantage of the entire pub-
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[Shri Morarka] 
lie? It is all right, and it sounds well 
to say ‘rather than to private specula
tors*. But what steps could one take 
to purchase the shares only from the 
private speculators and not from the 
genuine Investors? Who sells the 
shares? The private speculators' are 
shrewd enough to know what com
pensation they are likely to get. It is 
only the unwary private small inves
tors who would sell their shares, and 
it is only those people who would be 
deprived of the benefit.

Shri Thftim Filial (Tirunelveli): 
The speculator will not sell the shares.

Shri Morarka: That is not only
within the realm of possibility, bu+ I 
find that before the Chagla Commis
sion, there was a letter filed before 
them, namely, Exhibit No. 19, which 
was a letter written by Shri H. M. 
Patel to Mr. Vaidyanathan, the then 
Managing Director of the L1C. The 
letter is dated the 21st May, 1957. and 
reads thus:

“My dear Vaidyanathan,
Thank you for your letter of 

the 18th May giving me an ac
count of your purchases on the 
15th, 16th and 17th. As I told you 
on the phone today. I would like 
you to continue to buy in the 
main, Indian Iron, Tata Ordinary 
and ACC. As it is our intention 
to support the market and stabi
lise it, it clearly follows that we 
should go on buying even if prices 
rise. It would be, to my mind, 
well worth our buying, any Indian 
Iron right up to Rs. 20[-, the other 
two similarly up to correspond
ingly appropriate rises.

Yours sincerely, 
Sd| R. M. Patel*.

Sir, you would remember that the 
main budget in that year was present
ed in this House on the 18th May, 
19S7. This letter is dated the 21st 
May, 1967, and this latter contains a

statement that he approved of the pur
chases made by Shri Vaidyanathan on 
the 16th, 16th, 17th May and so oa. 
Mr Vaidyanathan was instructed to 
malce these purchases before the 15th 
May. just before the Budget was to 
come. I ask: Is it proper for the 
principal Finance Secretary to advice 
the LIC just on the eve of the Budget 
to indulge in the purchase or sale ot 
the?* shares? IX they do this, there is 
a possibility of abusing this power 
and there is a possibility cf doing im
mense harm to the members of the 
public, and they may in the process 
benefit only one corporation. This Is, 
apart from anything else, not only im
proper, but according to me, immoral, 
and the Finance Minister should al
ways desist from doing such things.

$kri Sinhasan Singh: How is it im
moral?

pandit K. C. Sharma: He does not 
know what he talks.

$hri Tyagi: It is immoral in the 
sense that he knows what is coming 
in the Budget; and, therefore, on the 
eve of the Budget, any responsible 
officer should not let people know what 
shares are being taken or purchased

Shri Sinhasan Singh: The letter is 
dated the 21st May that is, after the 

‘ Budget, and not before the Budget.
£hri Morarka: One hon. Member 

says that I do not know what I am 
talking about. I wish him luck, and 
I wish him to understand what I am 
talking about. I am not making this 
point in a lighthearted way. I con
sider this a very serious matter. I 
consider that any Government or any 
Finance Minister charged with the 
budgetary policies of the Government 
should not render advice to anybody, 
leave alone a government corporation 
to indulge or to operate on the share 
market; whether it is beneficial or not 
is a secondary point

Mr. Chatman: The hon. Ib n ta 'a  
time is up.
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Shri Merarka: The hm1 Deputy - 
Speaker had n id  that those who had 
studied this would have more time

BBr Chairman. He has already 
taken 18 minutes He can have two 
minutes more

Shri Manuka. The other point that 
strikes me is that in this inquiry, the 
highest-placed officials right from the 
Minuter down to the private individ
uals have gone before the Commis
sion and on oath they have told lies 
to the Commission We are not deal
ing here with the ordinary type of 
witnesses we see in the courts in cri
minal cases—accused, accomplices and 
other persons Here we have the 
Finance Minister of the Government 
of India Then we have the Governor 
of the Reserve Bank, then the Chair 
man of the State Bank of India, the 
Chairman of the Life Insurance Cor 
poration, the Managing Director of 
the Corporation and persons like that 
It has been proved first by the Chagla 
Commission and then by the Bose 
Board that these people have not told 
the whole truth I do not want to 
to repeat those quotations which have 
already been given Tune after time 
they have mentioned that these per 
sons have not told the truth If they 
have not told the truth what action 
has been taken against them9 These 
are the people who are occupying very 
high administration posts in the coun
try Take the Governor of the Reserve 
Bank Under his signature, our cur 
rency notes circulate Every ten 
rupee note, five-rupee note, hundred 
rupee note and even thousand rupee 
note bears his signature If the Gov 
emor of the Reserve Bank is not go 
ing to tell the truth even in an inquiry 
with which he was not primanlv con 
cemed, I think it is a sad conraentarv 
on the integrity of that offlcei

Now, connected with this js anolnei 
matter, that is about the two oncers 
Kiri A K Roy and Shn B K Nehru 
These two officers did not give ivi-
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dence before the Chagla Commission* 
x ask, why did they not? Hie Chagla 
Commission invited eveiyoody— 
through the Press—who knew any
thing about this transaction to appear 
before it and give evidence Accord
ingly, Shri Mazumdar and others did 
go there and give evidence But these 
two persons, S in  A K Roy and Shri 
B K Nehru, did not do so When the 
Finance Minuter, Shn T T Krishna- 
macharl, went away, these two officer* 
went and gave evidence before tne 
Bose Board Though the Bose Board 
did not think it proper to accept their 
evidence, the UPSC has made full use 
of it I am not commenting on the 
credibility of this evidence My main 
question is why did these people not 
go before the Chagla Commission and 
give evidence7 If they had gone 
there, perhaps they would have 
shown Shri Patel in a different light 
They did not care what happened to 
Shn Patel, as long as Shn T T Knsh- 
namachan was in office they were 
afraid of him perhaps But the mo
ment he went away, they go before 
the Bose Board to give evidence

Again I say that if this is the mettle 
Of our senior officers—administrative 
officers—in this country, I think we 
cannot blame the other persons such 
as juniors and assistants who generally 
suffer from such fears

There are two lessons which we 
must learn from this inquiry The first 
is that an inquiry like this must 
always be preceded by full police 
investigation If you want to know 
the real facts, if you want to get at 
the truth, you must first appoint a 
fact-finding commission or a proper 
police inquiry team It is said that 
there is no mala fide I know that no 
mala fide is proved, it is not even 
suggested But if invc»ugatton was 
made for mala fide at the proper 
stage, perhaps something would have 
come out

The sccond lesson wi_ must learn Is 
that we must never, nevci appoint a 
Supreme Court Judge on this inquiry



6773 Motion re:

[Shri Morarka]
if his judgment is going to- be 
tampered with by administrative 
agencies like the Public Service Com
mission. It does not speak well of us 
to appoint the highest persons of fhe 
judiciary on- such inquiry and then 
make others to sit in judgment on 
their findings and wash away what 
they have said.

In this whole deal, the most surpri
sing thing is that though this has cost 
fhe Corporation millions of rupees, 
the Government its reputation, the 
Minister his political career, the 
Principal Finance Secretary his job 
«n& Snri ILamat, Ws sentoifty, utitofty 
is to be blamed. One tribunal has 
found one set of people innocent; the 
other tribunal has found another set 
of people innocent.

Shri Tyagi: Mundhra is compli
mented!

Shri Morarka: Shri Mundhra was 
not on the scene; otherwise, even he 
would have got compliments.

Shri Harish Chandra Mathur: He is
having the best of both the worlds.

Mr. Chairman: He has taken more 
than 20 minutes. He should finish in 
a minute or two.

Shri-Morarka: Another point I wish 
to make is; none of these tribunals 
has given importance to one aspect, 
that is, a promise made by this Cor
poration to purchase shares worth 
Rs. 1*25 crores which were not in 
existence at all, shares which were to 
be issued by Mundhra concerns in 
future. To that, nobody has attached 
any importance. There is an exhibit 
on record, exhibit No. 46, as also 
exhibit No. 8, which clearly show that 
there was an agreement between the 
LIC and Mundhra under which the 
LIC was to purchase further shares 
worth Rs. 1*28 crores. If proper 
Inquiry was made as to why this pro
mise was made, about purchase of 
shares which were not in existence at 
all and which were to be issued in 

future, I think many more interesting
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thirigs would have some out.

I would conclude by only reading 
a passage from page 11 of the Chagla 
Commission’s Report in support of 
this point, which is:

“Mention may also be made of 
tHe agreement arrived at between 
tlie Corporation and Mundhra oy 
Which the Corporation agreed to 
t*ke up the preference shares to 
be issued by BIC and Jessop & Co. 
This agreement bad clearly 
nothing to do with stabilising the 
market or removing the drag on 
ttte market. This agreement, on 
tHe face of it, bears the imprint of 
ftie desire on foe part ot foe Cor
poration to help Mundhra or 
ftlundhra concern? out of their 
difficulties".
Thank you.

Shri Yajnik (Ahmedabad): Mr.
Deputy-Speaker, it is unfortunate 
that this controversy and this scandal 
which rose like a rocket has now 
fallen down like a damp squib. The 
deal was a deal not only shady but 
dark, almost criminal, when it was 
brought to light. But by stages, it 
has heen turned to grpy and now the 
UPSC recommendation and the Gov
ernment Resolution have nearly turn* 
ed it spotless white. But we have to 
couP t with the people. Let us not 
forget that this cannot be the end of 
the whole drama. Two years should 
not he spent in vain. For the few who 
are sitting in this House, there art 
millions and millions who are watch
ing this controversy and listening to 
the words that are being spoken in 
this House. These crores of people 
will look at the Government's' attitude 
on this matter. What are they going 
to do about it? Thus has last curtain 
rung down on this matter. The way 
it has been done—that is the question 
with which we are concerned.

With the first controversy, interest 
in this matter was aroused, and 
interest in the matter rose to dramatic 
heights when fhe Chagla Commission
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conducted a public inquiry into the 
matte*. It is very important that 
inquiries of this nature should be con
ducted publicly. Unfortunately, the 
Bose Board of Inquiry conducted its. 
proceedings privately, with the result 
that people havd not been Able to get 
at what has been happening. All 
these voluminous documents and 
Report of the Bose Board would not 
be read by the people. The UPSC’s 
report and the Government Resolu
tion would not be properly attended 
to except for the fact that Govern
ment have now exculpated everybody 
who was supposed to be guilty and 
who was pronounced guilty by the 
Bose Board Report

Now, one thing that emerged during 
the Chagla Commission enquiry was 
that the high and mighty in the land 
were, for the first time, caught nap
ping or caught red-handed. Unfor
tunately, the Ministers and the big 
Secretaries who almost take them
selves to be big Olympuses striding 
and ruling over this land have been 
accustomed for a long time past to do 
things in a secret manner. They took 
themselves above and beyond the 
people answerable to none whatso
ever, because they never imagined 
for a moment that any of their doings ' 
will be brought to light. All these 
people have been involved. That is 
what the Chagla Commission said and 
that is what the Bose Board said.
15 hrs

They were conferring in 1he Secre
tariat in Delhi; they were conferring 
in big offices in Calcutta; they have 
conferred and conspired together at 
Bombay. It is proved beyond a 
shadow of doubt that aU these people, 
Shri Krishnamachari, Shri Patel, Shri 
Vaidyanathan and Shri Kamat saw 
each other many times during these 
weeks; and, certainly, they did not 
talk about weather. Shri Mundhra 
was present; -he was dogging their 
footsteps all the time. Why was he 
dogging their footsteps* He had a 
Motive and, surely, men like Shri
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Krishnamachari, men like Shn Patel 
knew what Shri Mundhra was aftfcr 
because they knew Mundhra- very 
well from 165S and notes had been 
placed in the records to show what 
this man was like.

It was the unanimous decision of 
the Chagla Commission as well as the 
Bose Board that a dirty deal had been 
affected. Rs. 1 crore and more had 
to be flung away at a man who should 
not be touched with a pair of tongs! 
And, whoSe money was it? As for 
Shri Krishnamachan, he was not 
ashamed to say,—he said so in" pri
vate—he never knew, that those 
words can never see the light of the 
day1—that he would rather prefer 
Vaidyanathan to Gamble away. 
Gamble away with whose money? 
Gamble away with people's money 
Thirty crofes of people are involved

We have nationalised life insurance. 
As representatives of people we 
go round and tell the people 
that everything is all right with 
insurance Let us popularise insur
ance. Let people put more of their 
monies in insurance in the faith that 
every pie of their money will he pro
perly taken care of. But here is the 
Finance Minister of this Government 
of India not ashamed to say that he 
has left Vaidyanathan to gamble 
away Vaidyanathan can gamble 
away with his own money;- Sbri 
Knshnamachan caa gamble away 
with his own money. But, how is he 
entitled to put it on record that Shri 
Vaidyanathan can be allowed to 
gamble away with ccpres of peoples' 
money’  With what face will Govern
ment face the people9 How can we 
face the people? How can we popu
larise national insurance?

It is a very serious matter and the 
people at large were saocked when all 
these facts came to light. A dirty 
deal was effected; a crore and more 
was spent in order to buttress the 
falling fortunes of a‘ financial wizard 
and -a juggler who? In Shri Krishna- 
machari’s own' words, wanted to

BHADRA 16,1881 (SAKA)
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create an economic empire in this land 
of ours When the Interest rose to the 
highest pitch and there was a discus
sion in this House, a resultion was 
passed in this House After the Chagla 
Commission Report, a resolution was 
passed by this Lok Sabha and I want 
to draw the attention of the House to 
that The Resolution said that Gov
ernment accepted the Chagla Com
mission’s finding that the transaction 
resulting in the purchase of tlje shares 
of six companies was not entered into 
in accordance with basic principles of 
business and was also opposed to 
propriety and on other grounds 

Then, it said that Goevmment pro
pose to initiate proper proceedings on 
the basis of the finding of the Com 
mission in respect of the officer* 
responsible for putting through this 
transaction and Government proposed 
to examine carefully the principles 
recommended by the Commission for 
the Government and the Corporation

The second Board that was appoint 
ed presided over by Mr Vivian Bose 
has fundamentally agreed and only 
heightened the crime, magnified tho 
crime a thousand fold, by all tne 
details, the gruesome details tnat have 
been given That has been covered 
by many of my hon fnends

A crime has been committed Who 
is responsible* The responsible peo
ple must be traced. They were sought 
to be traced by the Hose Commission 
They were traced The Report i« 
before us The Report was considered 
by the Union Public Service Com
mission

Now, look at this Union Public 
Service Commission Report It looks 
a miserable document compared to the 
weighty document of the Bose Board 
Hie Union Public Service Commission 
say that they agree with The general 
recommendations of both the Com
missions. But they went 10 take the 
sting out of everything They say that
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though the Bose Board finds that Shri. 
Patel, Shn Vaidyanathan and Shri 
Kamat were responsible, they acted 
in a bona fide spirit Shri Patel is ex
onerated, Shn Kamat is to be treated 
only with a censure and action against 
Shn Vaidyanathan will be taken by 
the LIC Where arc we left’

I submit that if the Union Public 
Service Commission exonerates the 
two officers, the matter comes back to 
this House We have now to loek into 
this matter and we have our responsi
bility Shn Chagla as well as Shn 
Bose felt that all the truth was not 
told Th&e was some driving power 
that was driving everybody *nto- 
action all the time They could not 
lay their finger on the driving power 
because they say everybody was not 
telling the truth There was only * 
tentative suggestion or a theory 
placed before us by the Bose Report 
and the theory is the theory of assis
tance The theory of assistance was 
not put to the witnesses, I agree They 
have not been examined and cross- 
examined in this matter Therefore, 
it is not deemed to have been proved 
But the facts of the assistance had 
been placed on record Two and a 
half lakhs of rupees have been paid 
to the Congress Treasury and the mill 
at Kanpur was kept running at a very 
serious loss which no businessman in 
ordinary circumstances would dare do 
Never mind whether tne theory is 
proved or not But the fact remains 
that man like Mundhra, paying a 
little or more mto the Congress 
Treasury happened to hobnob with 
the biggest in the land They see Shn 
Morarji Desai That is also on record. 
They see Shn Manubhai Shah, they 
see Mr Patel They dog the foot-steps 
of Shn Knshnamachan from Delhi io 
Calcutta and Bombay Because these 
people pay through the Ministers, 
there is opportunity for them to go 
round these big houses They have 
entrance to the big offices to which 
they should not be allowed at all 
These people who want to gat rich
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quick, who want to deal in all kinds 
of shady transactions, who want to 
make money at the cost of the common 
investor and insurer should be given 
short shrift by the Ministers and Sec
retaries. They have no place in our 
Chancelleries and in our offices 

But, for one Mundhra who has been 
found out, there are hundreds in this 
land. They are still dogging fhe foot
steps of the Ministers. They are going 
round our offices. They are in the 
corridors, trying to get information 
and line up their pockets and this 
danger always remains before us so 
long as these people pay something to 
the Congress—the ruling party's— 
treasury Then, they have the oppor
tunity to get in touch with the Minis
ters and Secretaries and as far as I 
know the high moral standards which 
they place before them soften down. 
It is on evidence that the attitude of 
Shn Knshnamachan and Shri Patel 
was so softened down It softened be
cause of the personal relationship, 
social relationship, based on some 
money that has been paid We do not 
take it any further. May I say that an 
enquiry should be held further into 
this theory that has been put up before 
the Board. I say that the public will 
not be satisfied unless you make the 
fullest enquiry into this matter, unless 
the treasurer of the Congress Party and 
all the other people are examined and 
the truth found out whether this 
theory tentatively placed by the Bose 
Commission is good or not.

Shri Tyagl: Suppose the Congress 
party received money or any oth»r 
political party received money . . 
(Interruption*.)

Some Hen. Members: Why suppose?
Shri Tyagi: What about it9

Shri Tangamani: The Bose Com
mission has given its findings.

Shri Yajnik: The last point that I 
want to make is this. The State Bank 
has at that time lent Rs. 3-4 crores. It 
was not dealing in its own money. 
Shri Bhattacharya goes out of his
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way. I do not know how it has been 
done. My only suggestion is this. It 
is possible that all this money was 
paid to Mundhra in order to help the 
State Bank out of its difficulties. This 
is also a matter to be examined It is 
on record that Rs. 3-4 crores wer& 
lent on the securities of a man like 
Mundhra which, they say in Bombay, 
should not be touched with a pair 
of tongs. How does this amount of 
money get into his hands on the 
security of such snares which the 
banks have got7 Shn Mundhra was 
not in a position to pay even the 
margin Therefore, the share value 
had to be kept up and therefore, if 
some shares are thrown on the mar
ket, they must be bought m order to 
raise the market value of those 
shares

We are left high and dry, in spite of 
all these enquiries unless the Govern
ment pursues it further or takes some 
further action, the confidence of the 
people in the LIC and in the Gov
ernment of India will be rudely sha
ken and it may not be possible for all 
of us, belonging to all the parties, to 
promote the cause of national insu
rance as we would like to, if their 
reputation was untarnished and if 
suitable action was taken against all 
those concerned in thes  ̂ nefarious 
transactions

Shri Feroze Gandhi: Sir. I am a 
little worried, not because of the 
debate so much, but because a close 
colleague of ours, especially mine— 
Pandit Balknshna Sharma—has just 
had a rather bad heart attack Mr. 
Chairman, I know from experience 
what it is like I have heard some of 
the speeches and I partly agree and I 
partly disagree. When I read the re
port of Justice Vivian Bose, I myself 
was rather confused. It is not a 
straightforward judicial pronounce
ment. It leaves you guessing who has 
done what. Therefore, I have spent 
several months in going through the 
thousands of pages of evidence which 
were tendered before these Commls-
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210ns of enquiry and I have come to 
certain conclusions on the basis of 
that evidence as well as the report 

Sir, in April 1956, Shn Vaidyanathan 
sent up proposals suggesting invest
ments in some of the Mundnra con 
cems, Jessop and Richardson and 

«Cruddas On 23rd of April, 1956, Shn 
Patel put up a note to the then Fin
ance Minister, Shn Deshmukh He 
said

“These, I think, we ought to 
keep away from, because prices of 
all of them have been artificially 
pushed up during recent months, 
and in any ev«*n\ it would be 
unwise to invest in shares of 
companies whose management 1* 
in hands one cannot wholly 
approve o f” '

Shn Deshmukh said 1 agree*. This
is a directive in writing to the Life 
Insurance Corpoiation, a directive 
approved by the Minister and passed 
os to the Corporation by the Pnncipal 
Finance Secretary who was also the 
Chairman of the Life Insurance Cor 
poration It blocks the entry of any 
shares of the Mundhra concerns—no 
matter, how good or how bad—into 
the Life Insurance Corporation I 
would like the House to keep this note 
In mind—because as we shall see its 
defiance has taken rtace in a situation 
in which the June transactions did 
not come about

Let me proceed with tne story Shn 
Patel was asked by the Board of 
Cnquiry

“Mr Chairman You took the 
initiative?

Shri Patel: Yes”
The initiative was taken by Shri 
Patel He was asked

‘•Where did the idea of purchas
ing these shares originate—Air 
Mundhra, Mr T T Krishnama- 
chari, Mr Kamat, Mr Vaidyana
than, Mr Chaturvedi, Mr Sodhani 
■er who else’ ”
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"Who first put the idea into your head 
or did it originate with yourself?”  Be 
replied. “No, certainly not with me” 
The idea did not originate with Mr 
Patel Remember, the Chagla Com
mission was after the dnving force 
behind this transaction They wanted 
to know who was the dnving 
force behind this transaction who was 
hypnotising people into this situation 
where this transaction was to come 
about Mr Patel's reply clarifies that 
the idea of this investment originated 
somewhere else He was pressed by 
the Chairman “Then, who first put 
the idea into your head?" His answer 
was “I really, Sir, have no clear 
recollection I suppose, if anybody at 
all put it, the idea must have been 
first put into my head by Mr Chatur
vedi He seems to be the only likely 
person ” Mr Chaturvedi is the Chair
man of the Calcutta Stock Exchange 
and a member of the Investment Com 
mittfee of the Life Insurance Corpora 
tion Mr Patel’s lawyer, Mr Bhag- 
wati, while examining Mr, Patel asked 
him “Who suggested the purchase of 
the 50,000 shares of Jessops 1*1 April 
at the meeting of the Investment Com
mittee?” Remember if was not in 
June but April He asked, “How did 
it come about9” Mr Patel replied 
“It was almost certainly Mr Chatur
vedi, President of the Calcutta Stock 
Exchange”

It is unfortunate that there is so 
much stress in the enquiries as well 
as in Parliament on the June transac
tion The fact is that the transac
tions with Mr Mundhra started ir. 
April, not in June About Rs 11 lakhs 
were first invested on the 23rd April 
It is remarkable that on the 23rd 
April, 1956 Mr Patel sent the note, 
and on the 23rd April, 57 exactly a 
year after he, as the Chairmaft of the 
Life Insurance Corporation presiding 
over the Investment Committee, presi
ding over the destinies of the life  In
surance Corporation, agrees to the 
purchase of these 00,000 shares. That 
is the first violation of the directive
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in writing which is legally binding on 
'the Corporation because it has got 
the Minister’s approval.

Shri T. T. Krishnamachari—many 
things have been said; good and bad— 
is nowhere in the picture. Not 
a word is said about him in the entire 
evidence that is given before' the 
Board or the Commission. Shri T. T. 
Krishnamachari is nowhere in the 
picture as far as the April transaction 
•of the Life Insurance Corporation 
goes. Yet it is done. Hr. Patel’s 
lawyer asked Mr. Mundhra: “Who 
suggested to you that you should go 
down to Bombay on the 20th June?” 
Mr. Mundhra says: “Mr. Chaturvedi”. 
The Chairman of the Board of 
Enquiry asked Mr. Mundhra: "Well. 
Mr. Chaturvedi is an old friend of 
yours” . Mr. Mundhra said: “Very" 
good friend”. Then Mr. Chairman, 
asked: "You paid for his fare from 
Calcutta?” Mr. Mundhra said: “I
booked that ticket, which I do not 
feel happy”. He meant to say that 
he purchased the ticket—I am sorry I 
have not been able to follow his 
language. Then he .adds: *'I mean he 
has not benefited much”.

Mr. Chaturvedi is a courageous 
man—Chairman of the Calcutta Stock 
Exchange and member of the Life 
Insurance Corporation Investment 
Committee. He says before the Com
mission of Enquiry: “I was relieved 
that the trick was done without my 
taking part in the transaction and 
without the responsibility coming on 
me.”  Look at the courage. Somebody 
is looking for Shri T. Tr Krishna
machari, somebody is looking for Mr. 
Patel, and somebody is looking for, I 
do not know who. Here is the man 
who says yes. But his conduct is not 
under enquiry. Mr. Chaturvedi re
turns to Calcutta. He hears that the 
transaction has been completed. Then 
he writes a letter of thanks to Mt. 
Iyengar for all that the LJ.C. had 
done towards purchasing these Mun
dhra aharca. You see, therefore, that 
from beginning to end there is one
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force running right through Hik trans
action and that one force is Mr. Cha
turvedi, the President of the Calcutta 
Stock Exchange.

Bhit P. &. Patel: Why did he write 
a letter to Mr. Iyengar?

Shri iPenwe Gandhi: The only reply 
which' I can give to my friend is, 
why' did Mr. Mundhra write to Mr. 
Patel?

Now we come to the investments. 
Mr. Patel was asked by the Solicitor- 
General. If I have money, I want to 
invest it. It means that I must get 
a safe return, the highest return con
sistent with safety. “Were you told 
that the dividends of some of the com
panies were not paid?” Mr. Patel 
answered: “Yes”. Then the Solicitor- 
General asked: “Were you told that 
the dividends of some of the companies 
were very low?” Mr. Patel said: 
“Yes”. Mr. Patel had .all the informa
tion that the dividends of some of 
the companies were very low and 
some of the dividends had not been 
paid, and yet the money was going 
to be invested.

Now, Sir, we enter the region of 
controversy, where Shri T. T. 
Krishnamachari comes in. I am going 
to accept not Mr. Krishnamachari’s 
version of what happened in Bombay 
nor Mr. Patel’s version but the third 
version of Mr. Bhattacharya. Mr* 
Bhattacharya’s version is that this 
conversation between the Minister and 
the Principal Finance Secretary lasted 
not more than two minutes. Let me 
describe it in his own words. He 
says: “After the business of the meet
ing (Finance Minister’s meeting) was 
over, Mr. Patel mentioned to the 
Minister that a letter had been receiv
ed from Mr. Mundhra in which he 
proposed the sale of certain shares of 
his concern to the L.I.C., and the 
Minister, as far as I remember, said: 
•you might look into it’." To this 
version of Mr. Bhattacharya some
thing has been added by Shri Krishna
machari and Mr. Patel that when it 
was mentioned the Minister sa!3c “f t  
careful, there might be same spurious

BHADRA 16, 1M1' KSAKA)
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shire*"- Of course, as 1 s«id, it is 
very euy to say and he should Have 
said: "Stop it”. When he said that 
there night be some spurious shares, 
he should have said: "Stop it” . I 
have myself said that But if you go 
through the entire evidence you will 
find that this was taken as a casual 
reference, as the first reference to
• Minister who was expecting some
thing more which did not come 

Now, Sir, this “look into it” is 
something which has been taken as 
approval. I am really frightened. 
Only the other day, the Prime Minis- 

whfte speafctag about Gen. 
Hiimayya, said that the General came 
to him and the General had some 
temperamental problems The Prime 
Minister then said, “I will look into 
it” . I hope the General does not start 
getting any ideas into his head after 
what this “look into it” has resulted 
in,

This “look into it” or “take up the 
matter with the LIC” is taken by Shn 
Patel as approval, and he proceeds 
The Commission says: “The Finance 
Ministry must use an extremely 
expressive code if all this meaning 
can be packed into the words, ‘look 
into it’ or ‘take up the matter with 
the LIC’ ” It must certainly be a 
very exclusive code But I am going 
to load the dice totally, fully, and 
thoroughly against Shri T. T. Krish
namachan. I will accept this as ap
proval. I am not going to dispute it 
I will not take it that it is his ap
proval, but for argument’s sake, I 
accept it. Having accepted it, I 
would request hon. Members to see 
how it has been extracted from two 
sources, one the Commission’s opinion 
and the other Shn Kamath, the Chair
man of the Life Insurance Corpora
tion. With regard to this “looking 
into”, .the Board of Inquiry states:

“All that we can say is that if 
this is Mr. Patel’s way of briefing 
his Minister on a grave issue 
that requires a high level decision 
of policy, he is very much to blame
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and from the Minister's point of 
vfcw we cannot blame him if he 
thought, as he says he did, that 
thfc was just a casual information 
about the LIC which did not re
quire any decision from him".

Now, what does Shri Ramat have to 
say? He was the Chairman at the 
Life Insurance Corporation.

“At the particular time when 
this transaction was made what 
reasons had I to suspect .. ”.

note the words, “what reasons had I 
to stispect”—

“that Shn Patel and Shn 
Vaidyanathan ”
Shri Kamat had been there as 

Chairman only for 20 days Remem
ber that It is a very important fact 
For 20 days he had been the Chair
man of the LIC till then. He was 
new to the job and he was not in 
charge of investment Hie investment 
portfolio was held by Shri Vaidya
nathan Shn Kamat said:

"What reasons had I to suspect 
that Shri Patel and Shn Vaidya- 
nsthan were holding back from 
me some very vital information 
which was within their knowledge 
arid which indicated that the 
transaction was ill-advised?” 

Further,
“What reasons had I to suspect 

that the reasons which Shri 
pa tel gave me for his initiating 
the discussion and his continued 
participation m those discussions, 
viz, to save the Calcutta Stock 
Exchange from a threat of crisis 
W*s not the real or the only reason 
for his taking so much interest in 
the matter?”

Thgt is what Shn Kamat said. I may 
be accused of trying to defend the 
Minister. No I am going to defend 
the Minister and an official, and I 
am going to defend Shri T. T. Krish- 
narfachari and Shri Kamat. If I can
not defend the others, I am very 
sorry- The Board of Inquiry-says: 

“The information given to the 
Minister is of the sketchiest kind.”

SEPTEMBER 7, 19G9
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But it is considered sufficient for 
the Minister to extract approval.

I am quoting Start Kamat:
"In June, 1*57, and in fact till 

thaw enquiries began, I had no 
knowledge' that Shri Patel’s in* 
formation was so tenuously bai* 
ed
Mark the words tenuously based’— 

“nor could I be expected to 
believe that so able and outstand
ing an officer as Shri Patel, hold
ing an important position in the 
Ministry of Finance, would have 
been so singularly ill-informed as 
is now held by the Board”.

The information given to the Minis
ter was not only sketchy but it was 
misleading. Let us see how.

“Then, having obtained Mr. 
Kamat’s consent, Mr. Patel went 
back to Mr. Krishnamachari and 
gave him a very sketchy and, if 
he was seeking an endorsement of 
high level policy, misleading (be
cause of its scantiness) account of 
what had happened”.

The Minister is misled into this so- 
called approval and what about Shri 
Kamat, the Minister’s approval and 
Shri Kamat’s consent? Let us. see 
how the consent was given.

Shri Surendranath Dwivedy: The
Minister was a simpleton.

Shri Ferae Gandhi: Shri Kamat
says:

“What reasons had I to feel that 
Shri Patel would sponsor to me, 
in his official capacity (both as a 
founder and the immediately pre
ceding chairman of the LIC, as 
well as the Principal Finance
Secretary), a transaction for the 
purchase of shares of companies 
controlled by a person whose an
tecedents he knew to be of a 
questionable character and whose 
management 'one would not whol
ly approve of’.”

The words 'one would not wholly ap
prove o f  an  from Mr. Deahmukh's 
awte. That is a quotation.
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In order to be fair to Shri T. T. 

Krishnamachari, is there the slightest 
indication in Shri Patel's evidence to 
show that Shri T. T. Krishnamachari 
bad exhibited a sense of impatience 
ever this deal? I shall prove that he 
was not impatient.

Mind you, the Bose Board said that 
there is something- in evidence I 
think somebody quoted it—to show 
that approval was there for about a 
crore of rupees. It was exactly Rs. 86 
lakhs as corroborated by the evidence 
of Shri A. K. Roy. The Union Public 
Service Commission, in saying that 
these words look into i f  constituted 
approval, have relied on the evidence 
of two officers, Shri A. K. Boy and 
Shri B. K. Nehru. Both these officers 
were not State witnesses. They were 
witnesses of Shri Patel. What they 
have quoted is correct But there is 
very good reason why the Vivian 
Bose Board did not attach much Im
portance to the evidence of these 
officers, and I will tell you why. I 
will read out from the evidence of 
Shri Roy. If you can make anything 
out of it, well, I leave it to you.
15.38 hrs.
[Mr. Defuty-Speaker in the Chair]
He is being examined; he is Shri 

Patel’s witness and not a State wit' 
ness. Shri Patel’s lawyer is examin
ing him.

“Shri Bhagwatl: Did you ask
the Minister whether it was with 
his approval or not?

This was about the transaction-- 
whether it was done—and this is in 
regard to the conversation which Shri 
Roy and the Minister had after the 
Minister’s return from Bombay and 
Shri Roy’s return from Calcutta. I 
quote:

“Did you ask the Minister 
whether it was with his approval 
or not?"

This is a long time before the ques
tion came up in Parliament and a
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lost time before all these things 
happened. "Shri Roy: I did ask him 
As I said, I did ask him.” Kindly 
remember what the UPSC has record
ed has been said by Shri Roy. I am 
reading the evidence, just to Show 
why the Vivian Bose Commission 
attached so little importance to it. 
Shri Roy is the Finance Secretary

“Shri bhagwati: What was the 
impression you got from the con
versation?

Shri Boy: The impression I got 
from the conversation was that

but probably, he did not know the 
details, because, later on, I found 
that the transaction was really 
one crore and twenty-five lakhs 
of rupees.”

The Minister had told him that it was 
fla. 80 lakhs.

Now, Shri Bhagwati is'brushed 
aside, and the Chairman steps in

“Mr. Chairman: I do not think 
this is correct. We are not inter
ested in Mr. Roy’s impression. 
What we want to know is what 
was said.

Shri Bhagwati: Yes, I will ask 
about that.

Mr. Chairman: We have to know 
the impressions of the Minister; 
not of the witness.

Shri Bhagwati: Your Lordship is 
perfectly right Mr. Roy, you said 
you asked him.

Shri Boy: Yes, I asked him 
whether it had been done with
out his knowledge or concur
rence.”

This was a very important question 
Months before the whole thing start
ed, Mr. Roy asked him whether it 
was done without his knowledge or 
concurrence.

“Shri Bhagwati: Then what was 
his reply}

Shri A. K. Boy: The reply was, 
aPd as far as I can remember, the 
exact words were “No; Mr. Patel 
riientioned it to me.” and then he 
ijtuimbled some words; I suppose: 
•There is something in your 
point”. I cannot remember ex* 
gctly, but I suppose he said, “They 
*re all right” or words to that 
effect. He mumbled something and 
vralked out. I mean I cannot tell 
you exactly what those word* 
^ere.”

He mumbled sometlyng^and then be 
wefit ojit. . Jtfr. Roy also lias done a 

TttseR&sni. tub Wit
ness found himself in an uncomfort
able position 

Mr Roy heard of the deal in Cal
cutta. Everybody ‘ seems to forget 
about what Mr. Roy said in his 
evidence, that he is totally opposed to 
this deal. He is totally opposed to 
the transaction. He heard about this 
m Calcutta, which has also been men- 
tionechby-the U.P.S.C. Let us see in 
Mr- Roy’s own words what he heard 
m Calcutta

"Mr. Chairman: You said that 
‘ yiw heard about this purchase in 
Calcutta. When were you in Cal
cutta’

Shri A. K Roy: Since 1 was
asked, I have tried to recollect 
it. What happened in Calcutta 
was, in Calcutta a number of rid!* 
people came - , .

Tt»e emphasis, I think is on “rich”—
“ .and saw me in the course 

of my job.”
Must have been income-tax affairs

“One of them referred to me 
about it Who it was, I cannot 
say.

Mr. Chairman: What exactly
was said to you?

Shri A. K. Boy: Some people 
came.t At that time, everybody 
was talking about the depression*



BHADRA.̂ #, 4881 (SAKA) Vivian Bote ^792
Board of Inquiry'*

Report of htfe 
Insurance Corporation 

Inquiry

6791 Motion re:

in tile share market One of 
them mentioned to me that the 
Government, the LIC purchased— 
whether he said ‘purchased’ or 
‘going to purchase’ I do not 
know—Rs 1,25,00,000 worth of 
shares

Mr Chairman: It was merely 
‘purchased’ or 'going to be pur
chased’’

Shri A K. Boy: He put in the 
words that “it had been pur
chased"

Mr. Chairman. Has been pur
chased’

Shri A. K Roy. Yes,
It is both ‘{as’ and ‘had’

“Shri A. K Boy: Yes On the 
24th, he said that it was pur
chased yesterday That is what 
he said He said “I hear so 
many rumours” 1

Mr. Chairman: Are you sure 
that he used the words “has been 
purchased”’

Shri A. K Boy* ‘Has been pur
chased’

Mr Chairman: And not going 
to be purchased-’’ "
The Chairman 15 an expert m this 

line
“Shri A. K Boy: He used the 

words ‘has been purchased’

Mr Chairman: Are you sure’
Shri A K Bey: I am not ”

Remember that it wag Justice Vivian 
Bose who presided over that Board of 
Inquiry, and not somebody from the 
services who presided over the 
UPSC

“Shri a  K. Boy: I am not It 
w very difficult to remember all 
this My impression of the talk 
with him was that it had been 

I will put it that way 
what the exact words were, I do

not remember ‘Purchased’ X 
cannot even remember I remem
ber on the 23rd and 24th, visitors 
came to me, but who it was that 
mentioned it to me and what 
exactly, I cannot tell you”

Now you see why the Vivian Bose’ 
Board did not attach much unportance- 
to the evidence of these officers, who 
were Mr Patel’s witnesses Why 
should the UPSC so much bother 
themselves about the evidence ol these 
officers—Mr B K Nehru and Mr 
Roy’  They could have easily gone 
through the evidence They could* 
have found out what Shn Patel has- 
got to say about his Ministry's func
tioning orally, verbally They say. 
this is how our Ministry is func

tioning" Therefore, the UPSC 
says “look into it, is approval” But 
nobody bothered what Shri Patel had 
got to say And remember that the 
subject matter of this inquiry, the 
Commission of Inquiry as well as thia 
Board, was not the Ministry of Fin
ance and its administration—I would 
not like to make a general comment 
on that—the subject matter of the 
Inquiry was “the transaction or any
thing concerning the LIC” And what 
does Shn Patel say himself, about 
the verbal part of his Ministry’s func
tioning’  The Solicitor-General asked 
Shri Patel—he was probably cross- 
examining him—some questions and 
they are as follows

“Shri Sanyal: Now all that I am 
putting to you is this Whenever 
a question of policy regarding 
investment arose, there has been 
always something m writing I" 
that nght’

Shri Patel: Well, I can only 
say, on the few instances we have 
here, that is correct that the com
munication has gone from here of 
the views or the wishes of the 
Finance Minister, or tile Ministry, 
or myself by letter”

And here remember that the LIC* 
was only one year old. Then he asks
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“Shri Sanyal: On the lew inst

ances given here in your state
ment and Kamat's statement ”

In Shn Patel's statement and Shri 
Xamat's statement they have given 
all the instances

"Shri Sanyal: On the few
instances coming here in your 
statement and Kamat’s statement, 
there has always been something 
in writing Is that right9

Shri Patel Letters have gone 
yes"

Why then send for Shn A K Boy 
and Shn B K. Nehru. I do not know 
1 do not understand it at all

Now I am going to load the dice 
against Shn T T Knshnamachan 
fully and totally Mention has been 
made of crimes committed. Let us 
see Ntow there is an important 
point Shn Nehru gives evidence to 
say that he brought a draft of the 
defence statement, prepared by all of 
them, to Delhi They all of them got 
together and the counsel, Shn Sachin 
Choudhary, prepared the draft This 
draft was brought to Delhi Shn T T 
Knshnamachan was m Gauhati and 
they prepared it The Minister had 
nothing to do with it Shn Nehru 
brought the draft Shn T T Krish- 
namachan said this is too long end 
-there is mention of Calcutta too 
often, so I will prepare a short 
statement So, he prepared a state
ment himself Now, subsequently 
whatever the reasons may be, Shn 
Nehru was unable to produce the 
statement before the Board 

Aa Hod. Member: Shn Nehru7 
Shri Feroce Gandhi; I will say 

Shn B K Nehru; otherwise, I might 
be getting into difficulty 

Kin B K Nehru was unable to pro
duce the draft He could not produce 
the draft, because he did not h#ve it 
Now comes a very important legal 
point Sir, you are there and the 
Lew Minister also is sitting here Ute
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explanation was that Shri T T 
Krishnamachari has stated in his 
draft, which is not available Hbw, 
that he had given his approval to the 
transactions All right I accept it 
As I said, let us load the dice against 
Shn T T Krishnamachari Here is 
the Law Minister and you, Sir, are 
there Shri Krishnemachan appear
ed as a witness before the Board of 
Inquiry Shri Nehru was Shri Patel's 
witness and the question was not put 
to Shn Krishnamachari Now, I 
leave it to you, those who under
stand and know the law It is worth
less and useless—the evidence of 
Shn B K Nehru The question, 
should have been put to Shn Krishn- 
amachan He was not asked The 
Commission sent him some letter He 
sent a telegram saymg, if you like, I 
am willing to come, I am writing a 
letter to you about this, but if you 
like I am willing to come In the 
letter he said, why was I ntot asked 
yesterday, I appeared before the Board 
only yesterday Even a lawyer would 
not say that he forgot, because the 
order of witnesses was, Feroze 
Gandhi, T T Knshnamachan and 
B K Nehru That is why he could 
not say that he forgot That is the 
answer to the so-called draft out of 
which such a lot has been made out 

Now, I will come to Parliament— 
an interesting story It started on 
the 4th Septa)eber 1957 as far as we 
are concerned Peculiarly, the Min
ister of Parliamentary Affairs fixed 
the date for this debate also the 4th 
of September Somehow, I said, 
please let us get but of the 4th of 
September end so we are dealing 
with it today 

Dr Ram Subhag Singh put a ques
tion What was the question? The 
question was

“Will the Minister be pleased to 
refer to a report in the Statesman 
of August 1957 to the effect that • 
sum of Rs 1 crore from the funds 
of the L IC  had been invested hi • 
private enterprise with its heed 
quarters in Kanpur"

SEPTEMBER 7, 1959
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The answer was that no such thing 
, b id  happened. Another thing it that 
the question did not come up. But, 
there is a draft reply which was 
brought out into the open due to my 
effort I said. No. get it. Here is 
Shri T. T. Krishnamachan; look he 
has cut out all these replies. He has 
cut them out therefore he knows 
everything about the whole thing and 
he is biding it. I said so in my evi
dence. I had this filing produced. 
Look.at the draft reply. The draft 
reply which was submitted to the 
Minister reads like this. Of course, 
the reply given in the Parliament was 
«  written reply because the question 
did not come up and there was no 
occasioh for supplementeries. The 
.draft reply which Mr. Patel submit
ted was:

“The Life Insurance Corporation 
has not invested, as stated in the 
report referred to, a afore of 
Rupees in any single private enter
prise with headquarters in Kanpur. 
The report presumably had refer
ence to the purchase by the Corpo
ration of preference and ordinary 
■hares in a number of industrial 
concerns which were the property 
■of one individual Shri Haridas 
Mundhra. The total amount thus 
invested was of the order of rupees 
one crore and 25 lakhs. The pur
chase was effected because the 
shares in question appeared to be , 
an unthought investment.

Mark the words. We are going to 
notice very funny things happening 
to the draft reply of the Principal 
Finance Secretary.

The purchase was effected be
cause the share in question appear
ed to be an unthought investment 
Incidentally the purchase assisted 
in averting a possible difficult situa
tion tin the Calcutta Stock Ex
change."
I gave evidence. I said, here it is 

in black and wfct̂ e. The amount is 
Acre. The Principal Secretary is 
prdbaWy wHHng to say that it is a

217 (Ai) LfflX-8.

bad investment. He says it is un
thought investment I personally do 
not understand the language. But, 
the thing created on my mind the 
impression that here is something 
which the Principal finance Secre
tary is willing to tell Parliament and 
here is the Minister who cuts it out.

The first part, I still maintain today 
that it was very wrong to have cut 
tout the fact. It should have read 
and that is a suggestion that presum
ably the Member has in mind that 
Rs. 1 crore and 25 lakhs has been in
vested in this concern. It should 
have been given. Why it was not 
given, I cannot explain, lliat is si 
wrong thing.

Some Hon. Members: Why was it
not given?

Shri Ferose Gandhi: I am coming. 
It was wrong. It was a mistake that It 
was withheld from Parliament. It 
should have been given.

Shri Nanshtr Rharacha (Ea»t 
Khandesh): That question was nevet 
answered in Parliament.

Shri Feroae Gandhi: My hon. 
friend Shri Naushir Bharucha is not 
following. This is the draft reply 
submitted by the Principal Finance 
Secretary for approval. He is cutting 
out and doing all these things.

The second thing is, “the purchase 
was effected because the shares in 
question appeared to be an unthought 
investment". I pointed this but to 
the board: I said this; I am quite 
sure the Finance Minister knew all 
the details and that is why he has cut 
this out.

My hon. friend Shri Parulekar is 
not here; he read out what has 
appeared in the report of the Vivian 
Bose Board of Inquiry, as to how it 
had happened. He read out the 
portion relating to ‘worthwhile invest
ment’. When I read the Vivian Bom 
Board's report, I found that my ffl*
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tire mountain had been reduced to * 
■ute-hill because Mr. Patel said ‘No,

f u  an error. was a mis
take'. It went to the Minister far 
approval. When does it go? It foes 
on the 2nd The question is on the 4th 
the Minister gets the file an the 3rd 
and passes it on to the Finance Min
istry for totalisation. The Solicitor- 
General asks Mr. Patel about this 
’unthought investment’. Now, see 
what happens. The Solicitor- 
-General asks:

The purchase was effected 
because the shares in question 
appear to be an unthought invest
ment. What is this language?".
Mr. Patel says:

“I am afraid that is a typing 
error".
It has gone to the Minister for ap

proval, mind you.
And the Minister has only to say 

*1 agree’. Shn Sanyfil, the Solicitor- 
General. then said:

"Whatever you say will be ac
cepted___A portion of the answer
is secured out. It is ‘unsound in
vestment'?” .

If you go through the evidence, yon 
will find that there is some scribbling 
there. The Solicitor-General asked:

“A portion of the answer is scor
ed out. Is it “unsound invest
ment*?”.

Now comes the bomb-shell. Mr Patel 
said:

‘1  think it is most likely ‘worth
while’.”.
So, ‘unthought’ becomes ‘worth

while*. and see how it fits with the 
reply.

8bri Tyagi: His baodwriting is had.
Shri Ferose G nfiri: He said so, 

that his writing was bad. But I think 
t t t  was typed; it was ■uhndttad in.
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typed form. That was bow I walked 
into this.

SMmati Benu Ghakravartty (Baa*
irhat): Could the hon. Member ex
plain that?

Shri Ferose Gandhi: I shall tell
you. I shall have to explain it- Now 
comes the third para of the draft re
ply. I am referring to this because 
there is a feeling and there was • 
feeling that Shri T. T. Krishnama
chari was suppressing facts from 
Parliament. As I said, I want to 
load it all against Shri T. T. Krishna
machari and see if there is any ex
planation; if I can satisfy my hon. 
friends, well and good; if I cannot, I 
fail; that is all. The third para of 
the draft reply was:

“Incidentally, the purchase assis
ted m averting a possible difficult
situation on the stock exchange.”

This has also been cut out. Shri T. T. 
Krishnamachari from the beginning 
to the end and has always maintain
ed that this theory of supporting the 
Calcutta stock exchange does not have 
his support

Then eomes a very interesting 
thing as to how the secretaries func
tion, mind you. It is a pity that only 
a few Ministers are sitting here; 
otherwise, they could all have learnt 
such a lot out of my speech.

Now, it is said that the Minister 
had the information. There was a 
letter of 16th July, which has been 
in the Finance Ministry; very good, 
but there is the evidence of the Joint 
Secretary, Finance (Insurance), Mr. 
B. K. Kaul, who has said in his evi
dence before the Chagla Commission 
that the letter of Mr. Kaxnat was not 
an pad. Well, when we become 
Ministers, we shall remember that. 
Shri Tyagi would have some experi
ence of it already. Now, Hut letter 
of Mr. Kamat, which is the ooljr 
letter, flie letter at 16th July, xegnt*-
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tag these transactions is not on the 
pad That is the evidence of Mr. B 
K. KauL

Now, there is another letter from 
Mr O. R. Kamat, the chairman of the 
LIC, dated the 12th July The 
Minister asked Mr Patel as follows. 
Here, I want the Home Minister and 
the other Ministers to listen to thi« 
very carefully What happens9 The 
Finance Minister asked his Principal 
Finance Secretary 'Ask the LIC to 
send me a list of blue chips’ Mr 
Patel said ‘Yes’ I am not quoting 
Do not think that I am quoting He 
said 'Yes’ Mr Patel on his way to 
the UK halted at Bombay, had a talk 
with Mr Kamat and said The Fin
ance Minister wants a statement of 
blue chips’ Mr Kamat said “What is 
‘blue chips’’ ” Mr Patel said, ‘I do 
not know’, that is, my hon friend’s 
secretary Mr Patel said *1 do not 
know, ask Mr Vaidyanathan, Mr 
Vaidyanathan is the expert’ And we 
shall see at the end what a terrific 
expert he is and how he bungles the 
whole thing Shn Vaidyanathan is 
the expert He says ask Shn Vaid
yanathan Shn Kamat asks Vaidya
nathan Shri Vaidyanathan asks 
what are blue chips9 They all get 
together—Patel was on his way to the 
UK, he had left—and prepared a 
statement of shares which received 
prominent attention on the Calcutta 
Stock Exchange and passed it on to 
the Finance Minister He gbt the 
statement There were one or two 
companies—I am speaking from 
memory—of Mundhra not the whole 
lot There were just two
IS hrs

The Minister is guided m giving 
answers in Parliament by the note on 
his pad. If he departs from it, it is 
his funeral I have no experience at 
sitting on these Treasury Benches. I 
•m 47 yean told.

Shri Tyagi: He is heading fdr it
SfcH Feroae Gandhi: It is very Idhd 
Shri Tyagi to say so.

Shri Ferose Gandhi: I am only <7 
years old and 23 years behind sche
dule

The point is that a Minister is 
guided by the note on pad. If he de
parts from it, it is his responsibility. 
What does the note on pad of 4th 
September say9 Shn Kamat’s letter 
is not there The note on pad pre
pared by Joint Secretary, Finance 
(Insurance), Shn B K Kaul, says

"It is for consideration whether 
it would be in the public interest 
to publish the names of the com
panies in which investments have 
been made by the Corporation”.

This is the advice to the Minister— 
as far as possible, keep hush-hush 
and we shall see if anything happens 
later This is the advice given by 
the Ministry But I do not blame 
the Joint Secretary It is Shn Kamat 
who mentioned in his letter that it 
would not be in the public interest to 
reveal the names of the companies in 
which the Life Insurance Corpora
tion was investing funds But, of 
course, I am just clarifying the pad 
system

Shri Tyagi* How could he get all 
this information9

Shri Ferose Gandhi: This is an
available m the evidence Now, an 
accusation is made against the Minis
ter that he withheld facts from Par
liament on the 29th November when 
the question was asked of him. I was 
the person whb was jumping up most 
I asked Tell us what were the pnees 
before—two days before, three days 
before,—and what were the prices on 
24th or when you purchased them. 
He could not reply

Now, as the inquines proceeded, 
we all thought here is the Minister; 
he is hiding facts; he is not telling 
us; he has information, because be
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has got Shri Kamat’s letter ion the 
29th November; Shri Kamat’s letter 
ta i on tiie pad. But there is one 
thing. The prices paid by the Cor
poration were indicated, but not the 
comparative prices—not the prior 
ones nor the ones that followed.'After 
this, of course, a statement was laid 
on the Table of the House.

Now comes the debate in Parlia
ment. I am going to answer every 
single point I want to satisfy you 
because one of these days stome of the 
Members might be sitting on the 
Treasury Benches.

Bhii F. N. Singh (Chandauli): How 
9Hich more time is Shri Ferpze 
Gandhi going to take?

Shri Fem e Gandhi: If I have
spent days and days in giving evi
dence, at least give me this opportun
ity to have my say.

Shri F. N. Singh: This is not the 
point If he is going to take much 
more time, then the time may be ex
tended.

Shri Fem e Gandhi: Not much
more time. Please do not worry.

Mr. Deputy-Speaker; Let him con
clude. Then we will see.

Shri Sarendranath Dwivedy: He is 
gomg to make a right-about-tum, let 
him take more time.

Shri Feroze Gandhi: Mr. Deputy-
Speaker, the Minister is suppressing 
information from Parliament It is a 
very serious charge, although it has 
nothing to do with the transaction. The 
transaction has taken place and ample 
has been, said about those who were 
concerned with it  I want to keep 
out of it  Information has been sup
pressed. Now, I received a very 
rude shock, when I went through the 
evidence before the Bose Bbard, when 
Shri Kamat said in his evidence that 
tiie question of prices came to his 
notice after the debate. I have given 
all the prevailing prices. I said the 
prices on this day were so much and 
yon have given this; you have incur*

red so much loss; this you have done 
and that you have dime and thsft. 
I do not know what happened to the 
Minister that day.

Shri Kamat says in his evidence 
that the question of prices came up 
into focus after the Lok Sabfaa 
debate,* on the 16th December and 
that, “when I examined the papers in 
the L.I.C. I found that in three cases 
the prices paid were more than what 
Mundhra himself had asked far. 
Then, I asked Mr. Vaidyanathan as to 
what had happened. I could see he 
was worried over this difference in 
prices, difference in payment” , and he 
goes on. “I certainly found Mr. Vai
dyanathan quite a changed man after 
the Ltok Sebha debate”. That is our 
good contribution that he was a chan
ged man. ‘One of the expressions 
that he mentioned to me on more 
than one occasion was, “this is at the 
fag end of my career; what is all 
this trouble”.'

This is Mr. Vaidyanathan, Manag
ing Director of the Life Insurance 
Corporation.

Sir, I come to a part of the debate 
and discussions where Mundhra used 
to come to Delhi, meet Ministers and 
meet officials. I personally think it 
is a very wrong practice. But, I also 
think that if you stop it, probably, 
the work of Government might aUb 
stop You have to There are" cir
cumstances in which you have to 
meet these people. Of course, you do 
not have to ask them for donations. 
I do not like that

A lot of diaries were seized from 
Mr. Sodhani. Whom did Mundhra 
see’  He used to see Ministers; he 
used to see officers. He has met Shri 
T. T. Knshnamachari; he has met 
Shri Morarji Desai and he has met 
Shri Manubhai Shah and maybe some 
others. Amongst officials, he has met 
Shri H. M. Patel, Shri M. N. Kaut*- 
Sir, there is an error in the Report; 
It should be corrected because I 
think it is B. K. Kaul and nbt ML X. 
Kaul; I hope that wffi be tflhW M .
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It is remarkable that at the mere 
mention of the name of Mundhra 
facial expressions change But he 
used to meet big officials, they used 
to discuss things, ell these things 
were taking place Now a very big 
thing happens A register has dis
appeared I forget the date of the 
telegram that I produced 12th or 13th.

An Son. Member: Thirteenth.
Shri Feroae Gandhi: On the thir

teenth. A register is missing So 
Shri T. T. Krishnamachari must have 
met Mr. Mundhra (Interruption) 
Why say, may’  Put it against him 
He must have met, and he denies it 
Therefore, Shn T T Knshnama- 
chari must have met Shn Mundhra. 
I say, taust have’ All right, agreed. 
All his dianes are produced before 
the Board. All the three dianes do 
not establish any meeting with Mun
dhra after January or February It 
does not matter I say, let us accept 
that they met They talked, they fix. 
ed it up 1 am going to put money 
into your concerns’ So, Mundhra 
was very happy Everything was set
tled. Let us put it so

There is not a single sentence in 
these thousands and thousands of 
pages of evidence to show that Shn 
T T Krishnamachari has suggested 
that the Life Insurance Corporation 
invest a single pie in any one of the 
•anoerns of Hsndas Mundhra, to any
one. If that has been said, let the 
person who says it, produce it We 
eannot traverse beyond the evidence, 
we have to remain within the four
comers df the evidence If any* 
*ody has any other information it is 
useless now

Thflee is not a word, Mr Deputy- 
®P**ker, m these thousands and 
thousands of pages of evidence to 
now that Shn T T Knshnamachan 

mentfotted to a Uvmg soul—and I 
it that the Life Insurance 

should invest a single pie 
in the conoem, of Mr Mundhra— 
JPV®**4 not Shri Kamat. not

Imtpu, «ot Shri Bhattadiaryya,
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not anybody There are only two 
persons to whom he could have said 
it—Nobody can say that they were 
afraid—Shn Patel and Shn Kamat

Shn Kamat is one of the finest 
officers of the Government of India 
He is a man who has been straight
forward right through this enquiry 
He has said. ‘1 take the responsibi
lity, why are all of you shying away? 
I take the responsibility The res' 
ponsibility ig mine. I was not in 
charge of the investment of the Life 
Insurance Corporation but Shn Vaid
yanathan brought the letter to me and 
I signed it although the Chairman 
never signs such letters.”

Now, what happened is a remarka
ble thing—about this letter Look 
at the whole thing It is some sort 
of a petty conspiracy or some sort of 
a conspiracy He finds that the 
words ‘Managing Director* went 
erased and the word ‘Chairman’ is 
typed Shn Kamat signs it Very 
good

We know TTK, we know him well
Shri Surendranath Dwivedy: What

about his meeting Mundhra before 
the BIC meeting in May’

Shri Feme Gandhi: I accept it. tt 
you can produce in these thonoin^f 
of pages of evidence a word from £hii 
Patel, Shn Kamath, Shn Bhattacharya, 
Shn Chaturvedi or from anybody that 
he has spoken a word to anybody to 
invest the L.I C money, I will accept 
it. Shn Patel goes up with this pro
posal for Rs 80 lakhs and he asks him 
to look into it Apart from that I 
challenge you to produce a single word 
from the evidence I have gone 
through every line of this I have de
voted months to going through every 
line of this evidence If anybody can 
produce any evidence that TTK has 
suggested to a single living soul that 
LIC  money should be invested m 
Mundhra’s concerns, let him do it

There is another thing Shn 
met T T K in Bombay an the 
when almost all these nrgrtti.H—,
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were over. He was with T. T. K. on 
the 23rd. Re discussed the affairs of 
the LIC with the Finance Minister. 
Ur. Deputy-Speaker, knowing T. T. K. 
as we do what would we expect him 
to do? But T. T. K. never asked Shri 
Kamat as to what has happened to 
Mundhra’s investment He did not 
ask: "Have you done it or not done 
it?”. Neither, Shri Kamat mentions 
it to him. Where is this sign of impa
tience? Where is this sign of impati
ence on the part of the Minister? We 
all know T. T. K. and know him very 
well. If .he has something in his mind, 
he is not going to keep quiet about it. 
Here he is sitting with Shri Kamat 
but he does not mention a word about 
it; he does not ask Shri Kamat any
thing about it. Nor does Shri Kamat 
Supply any information in connection 
with this.

Shri Surendranath Dwivedy: What 
about the meeting with A. K. Roy on 
the 28th of June? . . . (Interrup
tions.)

Shri Fermre Gandhi: I am talking 
of the 28rd of June. Shri Kamat is 
the Chairman at the LIC. Hie is the 
man who has to do it and not Shri 
Roy. He was in Calcutta. Shri Kamat 
is the real man; he is going to sign 
the Cheque; he is the head of the LIC.
It is a big investment of a crore and 
a quarter rupees. If T. T. K. has taken 
it seriously, he would have asked: 
“What about it? Have you done it or 
not done it?” This is what I want 
to emphasise. There is no sign of 
impatience on the part of the Minis
ter as regards this particular transac
tion.

Mr. Deputy-Speaker, before speak-» 
ing in this debate, I imposed on my
self a very severe restriction that I 
will not use a single word of evidence 
spoken by T. T. K. as far as he is 
concerned. Here are 200-300 pages 
of it and hon. Members who are wil
ling to go through it may do so. I 
have not used a word from him; I 
have relied on the evidence of others.
I turn come to my own conclusions.

You may agree with them or you may 
not agree with them. Hut is for you.

Now, look at the U. P. S. C—their 
logic and justice. They exonerate 
!»nri Patel because he has the 
ter's approval. Why? Because the 
“ mister did not pull up Shri Patel 
after the investment After the 
investment the Minister does not say 
anything to Mr. Patel. Therefore 
everything is all right, the approval 
is there. The two officers have given 
evidence that the approval is there. 
But look at their logic in exonerating 
Mr. Patel because he has the ^ »1t- 
ter’s approval, whereas his subordinate 
Mr. Kamat whom he made to cany- 
out this deal is held guilty because of 
the fixation of prices. Because of con
fusion at that stage we do not know 
who said what and what happened, 
Mr. Kamat, Mr. Vaidyanathan and 
others say that this was a continuing 
process. Mr. Patel says, and partly 
the Board agrees with it, that the 
whole thing came to an end on 24th 
and fresh proposals were to be scruti
nised. Even though they have not 
very clearly stated it they have sug
gested that Mr. Patel at this stage was 
out and it was these people who 
bungled

Now, Mr. Kamat is punished on the 
same grounds and Mr. Patel is exone
rated on the same grounds that 
he had his superior’s approval. Mr. 
Kamat also had his superior’s, the 
Principal Finance Secretary's appro
val. Mr. Patel has defended the 
right through. But Mr. Kamat is 
punished and Mr. Patel is exonerated. 
Then, what did the Government do? 
Look at this Government. They let 
off Mr. Patel. They said: are
dropping the charge* against you".
That more or less means, we 
proceed against Mr. Patel, we have no 
evidence. The fact that they have 
dropped the charges means that they 
do not accept the UJPAC/a report, but 
it is a virtual exoneration. But tills 
Resolution says that the Minister has 
only attracted constitutional reapw- 
sibility. How? You ooolA not *s
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factual responsibility on the Secretary, 
and in the same breath you say that 
the Minister has attracted only con
stitutional responsibility How* 
There is some illegality In that Reso
lution You cannot do it Either you 
say that Mr Patel is guilty and then 
say that Mr Krishnamachan is con
stitutionally responsible, or if you 
exonerate Mr Patel—as I said, it is 
virtual exoneration, there is only a 
Tiair-line’ difference between saying 
"we drop the charges’* and “we exo
nerate you”—you must remove from 
the Resolution the words that the 
Minister has only attracted constitu
tional responsibility

An Hon. Member: Bnng both in
Sbri Feroae Gandhi: Sir, no one

concerned with this particular deal 
even pretends that it was business like 
or it was proper Those concerned 
with this transaction have definitely 
lowered the dignity of the Ministry 
of Finance But Parliament, I think, 
has done its duty Let us hope that 
the administrative departments of 
Government have learnt their lesson 
They will learn their lesson, and I 
assure this House that no matter what 
goes wrong in any Government de
department, for a hundred years the 
Life Insurance Corporation will never 
make a mistake of this type

Shri Bhanja Deo- Mr Deputy. 
Speaker, Sir, after the very eloquent 
speech of my hon friend, Shn Feroze 
Gandhi, I do not like to deal with the 
matter as to who is responsible for 
this because he has elaborately dealt 
with that point But what 1 would 
like to bnng to your notice, Sir, and 
to this hon House is, while consider
ing the report of the Vivian Bose 
Board of Enquiry and the findings of 
the UPSC,  whether the UPSC,  
havmg come to their findings, have 
transgressed what was actually refer
red to them and for which they have 
racked up many constitutional pro
prieties which 1 will place before you

X will start with this whether it 
was correct to presume that the 
W .S C  was supposed to give the
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findings on the action to be taken 
against the civil servants involved, 
based on the Bose Board’s report, 
within the framework of the service 
and conduct rules As I find from 
their findings, I think they have trans
gressed their junsdiction though they 
came to the conclusion that the Bose 
Board has transgressed their jurisdic
tion while dealing with this matter 
If the above presumption is correct, 
the UPSC have obviously trans
gressed their limits by making certain 
observations about the constitutional 
responsibility, which m effect amount
ed to an entire re-examination of the 
case and which led the hon ex- 
Minister, Shn T T Knshnamachari, 
to make a statement in the press and 
which unfortunately has again raked 
up this matter

According to the Prime Minister’s 
statement, Shn T T Knshnamachari 
would not have resigned if he had 
been a Minister today If the UPSC 
has exonerated the officials, then, who 
is to be blamed for this deal or for 
this transaction over which we have 
already had so much deliberation in 
this House*

There have been two Commissions 
which have gone thoroughly into the 
matter—the Chagla Commission and 
the Bose Board of Inquiry In spite 
of the two inquiries, there is some 
mystery which has not been brought 
out and it is very unfortunate If the 
U P S C ’s findings regarding the official 
conduct in that affair was to be final,
I would ask, what was the point in 
having two Commissions appointed 
and making a farce of them7 When 
we had that eminent person like Shn 
Chagla, who was the ex-Chief Justice 
of the Bombay High Court and one 
of the judges of the Supreme Court on 
the Board,—who is of very high 
standing so far as judicial knowledge 
and integrity is concerned—was there 
any propriety again for the Union 
Public Service Commission to give 
some findings over what the other 
two Commissions had already found?

BHABRA W, (SAXA)



ffclf Motion ns gPTBMMB 7, lfW

[Shri Bhanja Deo]
I admit that under a socialist pat

tern of Government, when we are 
taking up many commercial under
takings and social services, where pub
lic money is involved, it is necessary 
for our future guidance that certain 
principles are formulated to define 
ministerial responsibility and the res
ponsibility of the civil servants in 
such matters so that that there will 
be no such recurrence in future. Once 
this responsibility is defined, it will be 
safer tor our Ministers and the civil 
servants and they will know as to how 
far each is responsible for his action

In this connection, I might refer 
hare to almost a similar case which 
occurred in England. I mention this 
particular case because we still follow 
the Parliamentary traditions and the 
practices of the British system of Gov
ernment in our country. I refer to 
the Crichel Down case, as is popularly 
known, which led to the resignation 
of the Minister there. A similar issue 
about the conduct of a civil servant 
was investigated by a special board 
and suitable action was taken But 
the question of constitutional respon
sibility was not reopened, as it hap
pened in this LIC matter, as I find 
from the statement of Shri T. T. Krish
namachari and of the Prime Minister, 
after findings of the U.P.S.C.

With your permission, I quote that 
particular case in detail, but before 
doing so, I would like to draw your 
attention to a statement which appear
ed in the Statesman of 1st September, 
1989, as part of Shri T. T. K’s state
ment which runs as follows:

“He would only like to say what 
the Prime Minister had subse
quently said at a Press conference 
•hat had he (Mr. Krishnamachari) 
continued in office, when the Gov
ernment took the decision it did 
In regard to Mr. H. M. Patel, even 
his (Mr. Krishnamachari’s) con
stitutional responsibility would
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jo t have come in and that he had 
jtaen wrongly blamed from the 
^ery first day and that he (Ur. 
jtehru) still held that opinion 
firmly and clearly.”

j irould refer to that particular Eng* 
jisji case, which was of a similar 
najiure. I seek your permission to 

ote it elaborately: It was a case
which Sir Dugdale, the then Min- 

^ r  of Agriculture, had to resign on 
a 8imilar constitutional responsibi
lity

“The day the enquiry report 
*ras published (15th June, 1954),
;jpe 'foirn&ter ~0i 'Mghrftoure, c%ir 
Pugdale, made an initial state
ment m the House of Commons, 
fie said, “the enquiry has achiev
ed his main purpose, because it 
pas found no trace of bribery or 
corruption; he takes full respon
sibility for the actions of any offi
cials criticised in the Report and 
announced that after hearing fur
ther explanations from those con
cerned, he has formed a less un
favourable view of many of their 
actions”. On the 20th July, the 
Minister made a further statement 
at the end of which he announced 
his resignation. Next day the two 
Parliamentary Secretaries had 
submitted their resignations . . . 
The position of the five officials 
chiefly concerned was considered 
by a committee presided over by 
Sir John Woods (formerly Per
manent Secretary to the Board of 
Trade), which recommended that 
Mr. Eastwood (Commissioner of 
Crown Lands) be transferred to 
other duties . . . ”
was practically similar to this par

ticular case, which we are discussing.
“Crichel Down is likely to prove 

an influential event in the deve
lopment of the British Civil Ser
vice. Already the case has had 
important repercussions on the 
atmosphere and method of work
ing of the Service. Abo it has
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caused a reconsideration, if not a 
redefinition, of the relations of the 
civil servant with his Minister 
and with the public

The significant feature of the 
Crichel Down case is that it 

brought into question, not a De
partment as a vague corporate 
body, nor a Minister as the politi
cal head of a Department from 
which he receives anonymous ad
vice, but the actions of individual 
civil servants

The reason why officials are not 
named or criticised m public is, 
at course, the strongly held doc
trine of ministerial responsibility 
The great mass of governmental 
powers are bestowed by Parlia
ment, not on the Cabinet or on 
Departments, but on the Minister 
of this or the Minister at that In 
the case of the prerogative powers 
and of Departments of an appar
ently corporate character (e.g the 
Board of Admiralty) the conven
tion is quite clear and well accept
ed that some individual Minister 
is responsible

Thus some Minister is respon
sible for every act of the Govern
ment Civil servants, and for that 
matter Parliamentary Secretaries 
act by virtue of powers conferred 
on their Ministers and each Minis
ter is responsible to Parliament 
for the action or lack of action of 
every official employed m his 
department Thus, if departmen
tal errors come to light or some
body is dissatisfied with depart
mental action or decision, criti
cism in Parliament and in the 
press must be directed at the Min
ister in charge of the Department 
concerned Hie Minister himself, 
at course, may not be satisfied 
with fhe action of one or other 
at his officials, but this remedy is 
to tike disciplinary or other mea- 
stma inside his department” 

"Whether <feat was done m this parti-
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cular case, it is for the House and for 
you to decide

“All this is orthodox British 
constitutional doctrine and in the 
end it appears to have been vindi
cated by Sir Thomas Dug dale’s 
resignation But, unfortunately 
for the doctrine, though the Min
ister's resignation took the sting 
out of the attack, it came too 
late to prevent the names and 
actions of individual civil servants 
being the subject of public discus
sion and criticism”

The same thing has happened in our 
case

“But as Mr Clement Davies 
pointed out in the full debate, if 
bribery and corruption were the
mam issue, why were they not
mentioned in the terms of refe
rence9 Moreover there exists an 
accepted procedure for doling 
with charges of this kind under 
the Tribunals of Inquiry (Evi
dence) Act, 1921, as is shown by
the Stanley case of 1948”

In this case also we had enquiries 
and we have come to certain Wnflmga. 
as ex-Chief Justice, Shn Chagla has 
mentioned in his report

I do not want to delve deep into- 
that as I do not want to take out much 
time of the House It is stated that 
for our future guidance certain prin
ciples of responsibilities of the Min
isters Secretaries and other officials 
should be laid down so that we may 
not enter into such transactions in 
future like the present one in the 
case of LIC, especially at a time when 
many such autonomous corporations 
are cropping up in our socialistic pat
tern of society ,

Then I will itfu to another matter, 
which was referred to in the Bnfasb 
press, and that is the failure of poli
tical process It is stated

"In many ways it is remarkable 
that nothing like this happened 
before, certainly since the great
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increase in the scope and charac
ter of governmental powers. At one 
time Ministers were concerned 
largely with a few big issues 
of public policy. In so far as their 
departments had to make decisions 
in individual cases, these could be 
made in most instances on lines 
clearly prescribed by law or in 
accordance with general policy 
decisions of the Minister, and the 
others were unlikely to be so num
erous that the Minister and his 
chief advisers could not give them 
their personal attention and reach 
decisions with a full understand
ing of the facts.”

.Again I would quote:
“The evidence of inefficiency 

was, however, not the important 
aspect of the case except in so 
far as it raised the question of 
whether the inefficiency was such 
as to cause the Minister to make 
a wrong decision on inaccurate 
information. Mistakes can occur 
in'the best organisations, and with 
a large number of employees there 
are bound to be failures from time 
to time. Moreover the Land Com
mission had only been established 
a few years. What really shook 
people was the conduct of certain 
civil servants . .

"Then again, it is stated:
'It is worth noting that notwith

standing the strong party feeling 
aroused by the case there was no 
suggestion in the Report or in 
Parliament that any of the officials 
concerned had been influenced by 
narty political motives.”
Mr. Depnty-Speaker: The hon.

Member himself suggested a limit of
15 minutes. I think he has to con
clude.

Shri Deo: 1 shall conclude
«fter laying down the principles.

Mr. Deputy-Speaker: The hon.
Member put that limit upon himself.

two minutes.

Sir David Maxwell Fyfe wait an to 
enumerate four different categories of 
cases in which there may be Parlia
mentary criticism of a department 
and for which he said, different con
siderations applied. I wish a nimHar 
criterion is laid down in our Parlia
ment for the future guidance of our 
Ministers and civil servants. These 
are the four principles which he enu
merated:

“1. Where a civil servant carries 
out an explicit order by a 
Minister, the Minister must 
protect the civil setvant con
cerned

2 Where a civil servant acts pro
perly in accordance with the 
policy laid down by the Min
ister, the Minister must equal
ly protect and defend him.

3. Where a civil servant “makes
a mistake or causes some 
delay, but not on an import
ant issue of policy and not 
where a claim to individual 
rights is seriously involved, 
the Minister acknowledges 
the mistake and he accepts 
the responsibility, although 
he is not personally involved. 
He states he will take correc
tive action in the Department.

4. “ . .where action has been
taken by a civil servant of 
which the Minister disap
proves and has no prior know
ledge, and the conduct of the 
official is reprehensible, then, 
there is no obligation on the 
part of the Minister to endorse 
what he believes to be wrong; 
or to defend what are clearly 
shown to be the errors of his 
officers. Hi* Minister is m i
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bound to approve of action of 
which he did not know, or 
of which he disapproves. But, 
of course, he remains consti
tutionally responsible to Par
liament for the fact that some
thing has gone wrong, and he 
alone can tell Parliament 
what has occurred and render 
an account of his steward
ship.”

Unfortunately, if these principles 
bad been applied in this case, I am 
sure, we would not have so many in
dependent committees functioning and 
litetr lesfcrms" J h r iiaxttee* Jtr- 
U.P.S.C. on top of these findings and 
getting recommendations from the 
U.P.S.C. to which, I am afraid, I can
not wholly subscribe. TTiough they 
have gone thoroughly into the matter, 
yet, it is for this House and for the 
Government and the hon. Prime Min
ister to decide hereafter what should 
be the constitutional propriety in 
cases like this, so that there is no 
blaming of the Minister when his 
officials keep facts away from him or 
of officials taking shelter under the 
protection of the Minister’s responsi
bility when the Ministers do not know 
what actually transpired behind closed 
doors. Therefore, I would urge on the 
House to come to a conclusion as to 
what should be the constitutional pro
priety as far as the relationship be
tween the Minister and his officials is 
concerned, so that a matter like this 
does not occur when we are dealing 
with the funds of the people of India, 
for which we are both accountable to 
the Parliament as well as the Govern
ment which we are helping to func
tion ag a democratic Government in 
our new set-up.

Mr. Depnty-Speaker: Shri Mahanty.
I am afraid, I shall not be 
able to call any other Members of 
the Congress today. Shri Feroze 
Gandhi has taken too long a time and 
therefore, I have to compensate the 
opposition also. I  hope the hon. 
Hunter Shri Mahsnty would be
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to condense his remarks within 
1 minutes.

W f Mahanty: Mr. Deputy-Speaker, 
**hall take only twelve minute*.

*er the very able and forthright 
sp^ech of Shri Feroze Gandhi, I per- 
*°^ally feel there is nothing much to 

so far as I am concerned. There- 
I would like to confine my obser- 

v8Mons to two aspects of the subject 
"^Uer which is under consideration 
?” Mch I venture to feel have not been 
Inched by any Member so far. 
V^refore, I venture to participate in 

debate; otherwise, personally, X 
. 1  there is nothing much to add so 

rar as I am concerned.
* believe that it is now time enough 
at the Government of India puts a 

c e^r construction on the extent and 
®5°̂ >e of article 320 of the Constitu- 

\  under which the U.P.S.C. was 
d̂ to go into this aspect of the 

question. The U.P.S.C. was asked to 
into this question without any 

,errns of reference. I think I am right 
m laying that the U.P.S.C. was given 
n? clear terms of reference as were 
£|vSn to the Chagla Commission and 

S to the Vivian Bose Board of In- 
qu*ry. The terms of reference were 
J1.0!  given precisely because the 

,.S.C. was functioning within the 
“ ^oit of article 320 (3) (c) which 
reaids thus:

“The Union Public Service Com- 
"yssion or the State Public Ser
vice Commission, as the case may 

p, shall be consulted—
• • • *

(c) on all disciplinary matters 
affecting a person serving under 
the Government of India or the 
Government of a State in a 
civil capacity, including memo
rials or petitions relating to such 
matters.” .

* would like to emphasise these two 
verb crucial phrases namely ‘shall be 
COIM.ulted* and *on all disciplinary 
matters\

dually, before the case of a parti- 
cuJ?r public servant is referred to the 
U.P-S.C. or to a State Public Service
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Commission, some kind of depart* 
mental inquiry already takes place, 
tad, thereafter, the case- is referred 
to the U.P.S.C. so that a certain 
amount of objective thought can be 
brought to bear upon that particular 
subject And what the U.P.S.C. or the 
State Public Service Commission is 
required to do is merely to examine 
the extent, of disciplinary action that 
can be taken against the official con
cerned.

Here, we find two boards, or I 
should say, two tribunals presided 
over by persons who were nurtured 
Av A5v toadtetan? jp jtadtauvyv 
one was Mr. Chagla and'the other was 
Mr Vivian Bose. Here were two 
boards of inquiry presided over by 
two very competent persons. They 
came to a particular finding, which 
was more or less uniform.

I would like to ask in all serious
ness why the U.P.S.C. arrogated to 
itself the status of a Supreme Court? 
What materials did they have before 
them? Did they examine any fur
ther witnesses? Had they taken any 
evidence? They did not do any of 
these things. On the other hand, they 
merely sifted the whole material that 
wag before them, that is, that was 
before the Vivian Bose Board of In
quiry and before the Chagla Commis
sion. They merely did that but they 
came to a conclusion, which was 
completely different from the conclu
sions of Mr. Chagla and the Vivian 
Bose Board of Inquiry.

Without trying to offend anybody, 
I am constrained to say that there is 
almost a conspiracy of the brother
hood or the fraternity of public ser
vants to exonerate a person who had 
been condemned by two tribunals. Mr. 
Vivian Bose, the erudite scholar he is, 
quoted a famous Biblical saying “You 
will be judged by your deeds’. The 
country had judged him by his deeds. 
But here, the U.P.S.C. came to throw 
a mantle of protection which he never 
deserved And it is a shame. As it

Board of Inquiry's 
Report of ZJft 

Insurance Corporation 
Inquiry

h*s been said, Government's accept- 
“ tee of this resolution is a worte 
scandal than the Mundhra deal.

Shri Tyagl: It is a pity.
Shri Mahanty: It is a pity; it was 

thousand times a pity that Govern
ment should have crane forward 
bfefore this House to say that they had 
a^cepted the advice of the U.P.S.C.

Shri Naoshir Bharucha: It suits
them well.

Shri Mahanty: The U.PJ5.C. can
not have the temerity, I say, to give 
%  dings. Who are they to give find- 
>Ags? Have they that judicial tradi
tion? They were broivht iy> in the 
vitiated atmosphere of the executive 
which always tries to protect the fra
ternity or the brotherhood of the pub- 
lffe officers or public servants. There
fore, it pains me because thereby we 
h%ve created a very bad tradition and 
invention under which the Union 
P\iblic Service Commission arrogates 
to itself the status of the Supreme 
Ctourt, which it is not. It is high time 
somebody told the Union Public Ser
vice Commission where it stood.

Now, I do not wish to divulge cer
tain facts which I have in my posses- 
8lon. I know certain cases were re
ferred to the Union Public Service 
Commission concerning the External 
Affairs Ministry. Even though the 
officials concerned had much to defend 
themselves, what the Union Public 
Service Commission did was to do 
ekactly as the Executive wanted it to 
db.

The Minister of State in the Mini*' 
by of Home Affain (Shri Datar):
Ifay I request the hon. Member to 
*beak with some restraint about the 
Union Public Service Commission?

Shri Mahanty: I say after this that 
1 maintain what I have said—

Mr. Deputy-Speaker: Order, order, 
should not flare up simply by the 

°bservation of the hon. Home Mini*- 
that he should exercise some re

straint. There is no harm ip iinakfrf 
*h appeal to him mat restipj&t shouUt
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be exercised. Why should he get into 
teo|Mt tar that?

gkri Tyagi: The Union Public Ser
vice Commission can be criticised in 
this Bouse.

Mr. Depoty-Speaker: I am not
to that. We can criticise 

(he Commission. But if the language 
11T-* ia a little restrained, it would 
add to our prestige.

BM  Mahanty: I am sorry if I have 
appeared to have lost my temper. But 
you must deserve before you demand.
I ask in all seriousness, does the 
Union Public Service Commission 
deserve any respect from this Bouse 
or from the country at large?

gome Hen. Members: Mo.
fli»«4 Mahanty: You must deserve 

before you demand. I maintain in all 
seriousness that there was a conspi
racy, almost a collusion, on the par: of 
the Union Public Service Commission 
in this respect. By transcending the 
provisions of article 320 of the Consti
tution, the U.P.S.C. has forfeited all 
respect that the hon. Home Minister 
wants us to pay to it.

Mr. Deputy-Speaker:. We always 
take the Executive to task when they 
depart from the recommendations of 
the U.PS.C.

Shri Mahanty: Anyway, I would
not go into it.

Shri Hariah Chandra Mathur: I
spoke with very great restraint about 
the U.P.S.C. You know my feelings.

Shri Mahanty: I personally always
restrain myself as best as I can. But 
when a situation arises when some
body must speak, and speak without 
mincing matters, then it has to be 
spoken.

Mr. Depaty-8peafcer: He has risen 
a little higher than the situation 
demanded.

SW  Mahanty: I am sorry. But
unfortunately, we have a duty to per
form and sometimes the duty becomes 
imptaMsat. Nonetheless, we are
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discharging a public duty according to 
the best of our lights and our con
science and without attributing any 
motive to anybody.

Then, 1 would come to another 
aspect, though I do not wish to take 
more time of the House. It is not a 
negative aspect, but a very positive 
aspect I invite the attention of the 
Rouse and of the hon. Ministar to 
paragraph 9 at page 4 of the Govern
ment Resolution There it is .said:

“It follows, therefore, that the 
legal provisions regarding the 
power to give directions to a Cor
poration should not be so con
strued as to prevent Government 
from having recourse to other 
channels of communication, such 
as informal discussion or confer
ences "

This relates to the manner and method 
of issuing directives by Government 
to autonomous corporations. In this 
context, I would invite the attention 
of the House to the findings of the 
Chagla Commission The terms of 
reference of the Commission were very 
clear They were also asked to 
examine what should be the relation 
between Government and the autono
mous bodies so far as issuing direc
tives were concerned. The Commis
sion had recommended that the Gov
ernment should not interfere with the 
working of autonomous statutory cor
porations, that if they wished to inter
fere, they should not shirk the res
ponsibility of giving directions in 
writing

Here, I have to raise a privilege 
issue. If I remember correctly, the 
Chagla Commission’s Report was dis
cussed here last year and Government 
came out with a Resolution approving 
that Report and Rs findings. Now, 
this was a recommendation which 
formed part of the Chagla Commis
sion’s Report which the Government 
and the Bouse accepted. Am I right, 
Sir?
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M il Tyi|l: May I remind my hon. 
friend that it ia not only that? There 
ia section 21 of the Insurance Corpo
ration Act and it lays down that 
there can be no interference unless a 
direction in writing is there.

Shri Mahanty: I am coming to that. 
I am mixing up a matter of privilege 
with my general speech. You will 
remember that the Chagla Commis
sion, whose report was accepted by 
Parliament on a motion brought by 
the Home Minister himself, said that 
Government should not interfere with 
the working of autonomous statutory 
corporations and that if they so inter
fered, they should not shirk the res
ponsibility of giving directions in 
writing. Now, this has been approv
ed by Parliament. This is a mandate 
to Government.

I would ask in all seriousness who 
the hell Government is to come to 
this House with this kind of Resolu
tion___(Interruptions). I say this,
Sir, because it encroaches upon our 
responsibility. Here is a Government 
which comes to the House with a 
Resolution which says that if we want 
to interfere, we must give directions 
in writing. That is the spirit of the 
law; that is the letter of the law; and 
that is the mandate of Parliament; 
that is the Resolution which has been 
approved. But here is a Resolution, 
dated the 27th May, 1959, from which 
I have read out these lines, which 
completely negatives that.

It follows, therefore, that the legal 
provisions regarding the power to give 
directions to the Corporation should 

< not be so construed as to prevent 
Government from taking recourse to 
other channels of communication, such 
as informal discussions or conference* 
It follows, therefore, that the hon. 
Home Minister or whoever the Min
ister may be, if he wishes to issue a 
-directive to an autonomous corpora
tion, can do so over the 
then disown his ft  w#-
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be flouting not only the letter at the 
law, not only the spirit of the law, not 
wily the mandate of Parliament but 
will go to create a situation Where we 
cannot know absolutely where the cap
rices of the executive end and where 
the proprieties of law begin. An 
enormous situation has arisen. There
fore, I ask whether Government is 
competent to come forward with a 
Resolution which is contrary to the 
mandate of the House, contrary to the 
principles of the law, contrary to the 
letter of the law.

I will not take more time. But, in 
conclusion, I would venture to sub
mit that this is merely the beginning 
of the end, this is merely the thin end 
of the wedge. We do not know, if 
Government proceed at this rate, whe
ther all this fabric of democracy, of 
Parliament, of law, of the socialistic 
pattern of society that we are going 
to build will last in the mire of whims 
and caprices, where even though men 
like Shri Jain will resign and others 
like Shri Krishnamachari will be 
exiled, the guilty officials will con
tinue merrily. This is the enormity 
of the s tuation. I challenge the 
Government: let them take away the 
Whip and you will see this resolution* 
will find its proper place, namely, the 
waste-paper basket but not Govern
ment files.

Mr. Deputy-Speaker: I will call the 
other signatories to the motion. Shn 
Banerjee.

Shri S. M. Banerjee: Mr. Deputy - 
Speaker, Sir, I have heard with rapt 
attention the speech of my hon. 
friend, Shri Feroze Gandhi. Unfor
tunately, I have not got the same 
amount of time at my disposal and I 
could not make out what I want. Ke 
has tried to prove that Shri T. T. 
Krishnamachari, the ex-Finance Min
ister, was quite innocent He has read 
some portions from the evidences. But 
in what connection wus that evidence 
taken? The evidence was collected by 
the some Board at Inquiry headed by ■ 
tfca tewed Judge Shri Vivian Boa*.
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After reading all the evidence and 
after hearing all the witnesses, the 
Board came to the conclusion that 
Shri Krishnamachari and all other* 
connected with this deal were not as 
innocent as described by my hon. 
friend, Shri Feroze Gandhi.

He said that Shri Krishnamachari 
had not the letter of Shri Kamat. X 
read this from page 147 of the Report, 
it says:

"Hie portion referred to was 
drafted by Mr. Patel himself on
2-9-1957___ This was put up to
Krishnamachari along with Mr. 
Kamat's letter attached to the pad 
on 3-9-1957 and Mr. Krishnama
chari struck out the portion re
produced above with his own hand 
and directed that the question be 
answered ‘as amended’.”

These facts are not disputed. Shri 
Krishnamachari said that he did not 
look into those details when he struck 
out the part drafted by Shri Patel but 
we are unable to believe him. That 
is what the Commission has said. If 
we agree to what Shri Feroze Gandhi 
has said, then 1 must say that Shri 
Feroze Gandhi is a bigger Judge than 
Shri Bose or this Commission. My 
submission is this. If this is accepted 
by the House, let there be another 
Commission appointed with Shri
Feroze Gandhi as the Chairman___
(Interruptions.)

Mr. Depnty-Speaker: Every Mem
ber has a right to give out his feeling.

Shri S. M. Banerjee: I feel he is
one of the most respected Members 
of this House.

Mr. Deputy-Speaker: I am not
denying that. I am saying that he 
has a right to criticise the report as 
other hon. Members have.. .. (Inter
ruptions.)

SW  8. M. Banerjee: There is
another thing which shows how Shri 
Vaidyanathan and Shri Patel grew 
bolder and bolder. The Commission 
had written in dear terms:

“Mr. Patel and Mr. Vaidyana
than grew bolder and bolder la 
their almost contemptuous dis
regard of the Investment Com
m ittee.... M

The Commission has quoted the- 
famout story of the camel and the 
Arabs. I do not know who were the 
Arabs here. I have a feeling that 
Shri Patel’s integrity and honesty had* 
been praised by all—  (An Hon. 
Member: By whom?) I do not know 
Shri Patel. I do not challenge his 
integrity but he was supposed to be 
involved in many scandals. ‘Suppos
ed to be’—I said. These scandals still' 
remained scandals in the minds of the- 
people and they had not been cleared 1 
by any one.

The question arises as to why Shri 
Mundhra was given this money? He 
donated liberally to the Congress 
Party’s funds. When this question* 
was raised in this House by my hon. 
friend, there were certain Members 
who objected to this. I may read one 
portion of the Bose Report, from 
page 155:

“Then there are two important 
facts. Mr. Mundhra is proved to 
have obliged the Congress Party 
and two Congress Governments 
(the Central and the U.P.) in a 
large way on two occasions for 
political reasons. He paid the 
U.P. Congress Party a lakh and a 
half rupees and the Central Con
gress Party a lakh on the eve of 
the elections; at any rate, if the 
payment was not made, then the 
promises to pay were: Mr.
Mundhra was not quite sure of 
the dates but he was definite that 
the moneys were promised short
ly before the elections___”
I belong to Kanpur. On the eve at' 

the elections, that is in March, notices - 
were given to the workers of the 
Kanpur Cotton Mills—a B.IC. con
cern—that the mill was likely to be 
closed or going to be closed. One fine- 
morning, I saw a statement that it was- 
not going to be closed and I sent con—
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.ffntattrtims to oar Chief Minister 
because I thought that the Govern
ment were so generous But here it 
is proved that the Chief Minister of 
UP. promised some monetary help to 
Shri Mundhra This mill was closed 
just after the election. Elections con
cluded m March and this will was 
■closed in April I find that the offer 
of postponing of the closure of the 
mills was not a generous offer but a 
political jugglery, a move of the UP 

►Government to win the election The 
report says

"Mr Mundhra is not the sort of 
person Wno wwMi bo these “tilings 
unless he was reasonably certain 
of obtaining quid pro quo. In 
the ease of the donations, he said 
he gave them because he >»■«> 
‘faith’ "

I'aith in what’  I want to ask Shn 
Mundhra whether he had faith in the 
honesty or dishonesty of the Congress 

1 Party Not only this The report 
i goes on to say

in the case of the Mills, he 
says that he was promised mone
tary assistance We have no

doubt that these seoaingly fsps-
rous gestures were not g»al)ul
toiis.”

xi *"■
Sir, I wish to congratulate this 

yivian Bose Board tit Inquiry X want 
td express my thanks to this learned 
J(idge of the Supreme Court and his 
C(>llcagues This Bouse also* I feel, is 
gj'ateful to such men of integrity who 
^lthout any fear or favour have come 
0(it with this report If this is pub* 
jjjhed and distributed, it win give an 
“ }ea to the intellectuals of this coun* 

that this Government is following 
g policy of abetting corrupt men who 
vfe trying to swindle ttus country

Mr. Deputy-Speaker: I hope the
jjfln Member would like to continue 
^morrow’

Shri S. M. Banerjee: Yes, Sir
Mr. Deputy-Speaker: He may con

tinue tomorrow
jf.«E hra.

The Lok Sabha then adjourned tilt 
tfleven of the Clock on Thuesday, Sep- 
t0mber 8, 1959/Bhadra 17, 1881
^5afca)




