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Mr. Speaker: The question is:

Page 1, line 1, for
substitute “Fifteenth”.

“Fourteenth”

The motion was adopted.
Mr, Speaker: The guestion is:

“That the Enacting Formula, as
amended, stand part of the Bill"”

The motion was adopted.

The Enacting Formula, as amended,
was added to the Bill.

The Title was added to the Bill.
Shri Bhakt Darshan: I beg to move:

“That the Bill, as amended, be
passed.” )

Mr, Speaker: The question is:

“That the Bill, as amended, be
passed.”
The motion was adopted.

12.58 hrs.

INDUSTRIAL DEVELOPMENT BANK
OF INDIA BILL

The Minmister of Fimance (Shri T. T.
Krishmamachari): Mr. Speaker, Sir,
I beg to move:

“That the Bill to establish the
Industrial Development Bank of
India for providing credit and
other facilities for the develop-
ment of industry/ and for matters
connected therewith and further
to amend certain enactments, be
taken into consideration.”

I do not propose to inflict § long
speech on the House. In September,
1963, soon after I took as Finance
Minister, I referred to the need for
creatind a new institution of this kind,
as it appeared to me that the arrange-
ments for filnancing industrial enter-
prises were quite inadequate injfrela-
tion to the prospective growth of our
economy, or the demand for capital
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for new enterprises or for the moder-
nisation and expansionfof the existing
ones, I am glad that it has now been
possible for me to present to the House
for its] consideration a constructive
proposal designed to achieve the gb-
ject which I have mentioned,
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The problem of finding adequate
resources for the development|of in-
dustry is by no means new. It has,
on the other hand, been with us for
quite some time. | think/that it will be
fair statement to make that this pro-
blem has not yet been satisfactorily
solved. Hon, Members who are inte-
rested&in this subject may recall that
in 1931, when the Central Banking En-
quiry Committee reported, there was
a prolonged and interesting debatel on
the question whether Indian banks,
acting singly or in groups, should be
encouraged to take ap active part in
the promotion [of new industrial
undertakings, if necessary by subscrib-
ing initially tg the share capital and
by arranging for the subsequent dis-
posal of theﬁ shares among other in-
vestors or members of the general
public, In the minority report of the
Indian Central Banking Enquiry Com-
mittee, there Lwas alsp a recommecnda-
tion to the effect that an Indian In-
dustrial Bank should be established,
notwithstanfing the views that have
been expressed| by some of the foreign
experts who had been called upon to
advise that Committee

13.00 hrs.

In the circumstances which existed
about thirtyf years ago, no action cou'd
be taken on these recommendations,
but since 1948, we have established a
number of specialised agencies, like/
the Industrial Finance Corporation,
the ICICI, the Reflnance Corporation
for Industry and the National Indus-
trial Development Corporation. These
institutions have tried to|some extent
to serve the needs of Indian industry,
but their contribution has been some-
what limited. I think I am rightiiln
saying that the total amount of e
loans disbursed by these institutions
and oustanding at the present time is
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less than{ Rs, 200 crores. Hon, Mem-

bers will agree that an investment of
this order will not by any means be
sufficient for realisinghhe targets of
industrial production or growth in the
current and succeeding five-year plans.

I think that it would be useful]if I
give the House one or two figures to
illustrate the gap which exists today
between the demand for and thelsup*
ply of industrial credit. The extent of
the investment on industrial and mine-
ral development in the Third Five
Yesr Plan was expected \to be of the
order of Rs, 1800 crores in the pub-
lic sector and Rs. 1335 crores in the
private sector, Including 'ln the latter
case about Rs, 1350 crores for the
‘modernisation of plant, particularly in
the jute and cotton textile’ industries.
In[view of increased costs and prices,
these estimates have already turned
-out to be incorrect. The outlay in the
public sector will /[now have to be
about Rs, 500 crores more, if the phy-
sical targets are to be achieved; and
there may be aproportionate or even
greater increase in the capital outlays
in the private sector.

Apart from the fact that the esti-
‘mates indicate 1he| existence of a real
gap, it is, I feel, common knowledge
‘now that in certain vital and strategie
sectors, industrial development has
‘been stagnant and unsatisfactory, One,
instance which T should like to men-
tion, as the gravity of this problem is
not perhaps adequately recognised, is
that of the electricity industry. It has
‘been obvious for some time that sup-
ply of electrical power and other ene-
rgy resources will have to be very
much greater and should, if possible,
be in excess of the estimated demand
according to the forecasts, as in a
developing economy targets are very
quickly realised and passed. In fact,
Sir, our thinking in this respect is
sometimes arithmetical whereas in ac-
tual fact the demand curve rises in
geometrical progression. In the case
.of fertilisers and alloy or special
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steels, which are other examples, the
development on the whole has been
unsatisfactory in the past. In certain
other sectors, such as the wide range
of petro-chemical industries which we
are now in g position to start, and
other useful consumer goods indust-
ries in which State Governments or
other authorities should, I think, take
an interest, substantial investment will
be necessary in the next few years,

The existing institutiong are clearly
not equipped and, perhaps, were not
intended to carry the additional burden
of financing industrial expansion or |
growth in these or in other directions. °
The capital resources cf the existing
institutions are relatively meagre. The
statutory limitations within which
they have to operate, and the require-
ments as to the assets or securities
against which they can lend are some-
what rigid. Major: projects involving
very large amounts can hardly be
handled, and basic industries provid-
ing what has come to be known as the
intrastructure).-‘_ior further growth can-
not very often be financed, Where a
long-term view is necessary and a cer-
tain amount of risk haA:to be taken,
the existing institutions'tend, by rea-
son of their statutory obligations and
traditions, to be conservative, and -
cannot in any/case be very helpful

We are creating this new institu-
tion, Sir, mainly for overcoming
these limitations, We are envisaging
the new Industrial Development Bank
as 8 central co-ordinating agency,
which yltimately will be concerned,
directly or indirectly. with all pro-
blems or questions relating to the
long and medium term financing of
industry, and will be in g position, if
necessary, to adopt and enforce a sys-
tem of priorities in promotingAuture
industrial growth. The new institu-
tion will have an authorised capital of
Rs. 50 crores, which may, if necessary,
be increased to Rs. 100 crores. It will
have much greater freedom in regard
to its policies or day-to-day operations
than the existing: industrial financing
agencies, and it will be in a position
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to supplement the capital or other re-

sources of these existing agencies, orf

to refinance their loans, or to grant
direct loans to specified projects, or to
finance the export of capital goods by
thetnewly emerging engineering or
other industries, The Industrial Deve-

lopment Bank, apart from discharging |

any or all these functions, as circums-
tances may require, will be in a posi-
tion to undertake special investiga-
tions for proving the commercial fea-
sibility of any important proposals,
and it will be able to help in provid-
ing technical assistance to warious
authorities or undertakings interested
in industrial development.

In framing the relevant provisions
of the Bill, we have tried, Sir, to the
extent possible, to benefit from the
experience of .other countries like
Canada, West Germany, Italy and
Japan which have established similar
institutions, We have borrowed some
useful ideas from these . and other
sources, but in the ultimate analysis,
an institution of this kind will have
to be judged by its ability to discharge
the responsibilities, which, in the cir-
cumstances of our own country, are
likely to be entrusted to it. I should
like to invite the attention of the
House in particular to one or two pro-
visiong of the Bill from this point of
view,

We propose to establish, by amend-
ing the Reserve Bank ~f India Act
suitably for this purpose. n Industrial

Credit (Long-term Operations) Fund.:

This new fund, like the National Agri-
cultural Credit (Long-term Operations
Fund) which the House authorised
and accepted in 1955, will be . created
on the books of the Reserve Bank of
India and will be fed by allgcations
from out of the annual profits of ' the
Reserve Bank. The Fund js intended
to be used for supplementing the re-
sources which the Industrial Deve-
lopment Bank may be able to raise
in the normal course, for financing the
activities of the established agencies
which are concerned with the provi-
sion of industrial jeredit, and, to the
extent necessary, for financing the
Development Bank’s own programmes,
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We propose, Sir, to create, in addi-
tion, a Development/Assistance Fund.
This fund will be credited from time
to time with amounts which may, be
ailocated for this purpose by the Cen-
tral Government, But it will be plac-
ed at the disposal of the Industrial
Development Bank, and will be used
by that bankifor financing certain es-
sential industries, which, on purely
commercial considerations or in the
light of the standards or criteria which
are normally: adopted by credit ‘insti-
tutions, may not be able to obtain any
financial assistance. We are hoping,
through the creation of the Develop-
ment{ Assistance Fund, to bring into
existence, over a period of years, a
number of enterprises which may be
of vital or strategig importance to the
country, but which an ordinary banker
or a commercial institution, interested
only in increasing or maximising pro-
fits, may not be willing, or may not be
able, to flnance.
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We are proposing, through another
clause in this Bill and through appro-
priate amendmentg(to section 17 of the
Reserve Bank of India Act, that cer-
tain kinds of usance bills maturing
within a period of five/years, which
may be floated or created for financ-
ing industrial enterprises, may be dis-
counted by the Industrial Develop-
ment Bank, on behalf of the industrial
enterprises themselves or on behalf
of the banks which may be filnancing
them. We are also providing for
the rediscounting)of these bills, it
necessary, by the Industrial Develop-
ment Bank of India at the Reserve
Bank. This is an altogether new con-
cession’ or facility, which will add,
on the whole, to the quantum of re-
sources available for industrial deve-
lopment.

Sir, I do not think that.g? will be
justified in taking any further time
for dealing with the other provisions
of the Bill. The notes on élauses/ex-
plain these provisions in greater de-
1ail. T should like, however, to say &
fow words, before T conclude, about
the constitution and /management of
the proposed new institution,
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The House wil]l appreciate that the
responsibilities which are proposed to
be entrusted to the new | institution
will be onerous and heavy. It is, in a
sense, a lender of the last resort, for
all periods other tham purely short-
term periods, and for all or practi-
cally all purposes, as far as industrial
enterprises gre concerngd, We have
considered it desirable, lin these ecir-
cumstances, to provide for the owner=-
ship and management of the new ins-
titution being vested in the Reserve
Bank of India. We have a precedent
for doing this. The Canadian Indus-
trial Development Bank, I understand,
is g wholly-owned subsidiary of the
Canadian Central Bank. Apart from
this precedent, however, the Reserve
Bank, I think, is today the institution,
which can most appropriately guide a
development bank of this kind. The
Reserve Bank is, and I hope it will
continue to be, free from the pressure
of political or other influences It is
in a position to take purely objective
view of our needs. I have no doubt
that under the auspices and with the
assistance of the Reserve Bank. the
Development Bank will be able to
discharge its fairly onerous burdens
satisfactorily.

1 said, Sir, at the beginning of this
gspeech that the provision of adequate
financial resources is urgenily neces-
sary in the interest of rapid indust-
rial development, I do not want to
imply that finance is the only bottle-
neck or that the other problems which
may exist or which arise in future are
not important. We have tried in the
past to deal with ¢ome of the other
difficulties and, as the House is aware,
some action has already been taken
in the direction of decontrolling cer-
tain items, increasing the limit of the
exemptions -under the Industries
(Development and Regulation) Act
and under the Capital Issues (Control)
Act, and simplifying the procedure for
licensing of new units. The other
day we.presented to the House a re-
port on the measures which we are
comsidering for facilitating the more
ronid utilisation of external aid. T hope
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that these and other measures which
we have taken or which we may be
taking from time to time will help the
genuine entrepreneur or industrialist.
We are trying through this Bill to en-
sure that the necessary financial re-
sources will be available to him and
to all those who are interested in pro-
moting desirable industrial develop-
ment gnd are prepared to work hard
for it. I hope that given the proper
atmosphere, our aspirations regarding
industrial growth will in a large mea-
sure be fulfilled.

Sir, T move,
Mr. Speaker: Motion moved:

“That the Bill to establish the
Industrial Development Bank of
India for providing credit and
other facilities for the develop-
ment of industry and for matters
connected therewith and further
to amend certain enactments, be
taken into consideration.”

Shri Tridib Kmmar Chaudhuri (Ber-
hampur): Sir, I beg to move: —

“That the Bill be referred to a
Select Committee consisting of
18 members, namely, Shri Ram-
chandra Vithal Bade, Shri C. R.
Basappa, Shri P. R. Chakraverti,
Shri N. C. Chatterjee, Shri Kasghi
Ram Gupta, Shri Harish Chandra
Heda, Shri Hari Vishnu Kamath,
Shri T. T. Krishnamachari, Shri
Panampilli Govinda Menon, Shri
K. L, More, Shri H. N, Muker-
jee, Shri Purshottamdas R. Patel,
Shri N. G. Ranga, Shri Era Sezhi-
van. Shri Prakash Vir Shastri,
Dr. L. M. Singhvi, Shri R. Uma-
nath, and Shri Tridib Kumar
Chaudhuri, with instructions to
report by the last day of the first
week of the next session.” (9)

Mr, Speaker: Both the motion and
the amendment are now before the
House. Shri Gupta.

Shri Indrajit Gupta (Caleutta
South West): Mr. Speakcr, Sir, the
hon, Finance Minister has just now

explained fo the House the reasons for
bringing forward this Bill at this
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stage. He has mainly confined him-
selt to elaborating what is stated here
in the statement of objects and rea-
sons, namely, that the existing credit
facilities for Industrial development
are totally inadequate in relation to
the actual needs of the situation, He
has also made one remark—he did
not elaborate it though—that the
motive behind this Bill is also to co-
ordinate or te bring about a greater
measure of eentralisation and co-ordi-
nation between the different financial
instit.tions which exist at present for
the pu.pose of financing industrial
development. These are the only two
reasong that I could find in the re-
marks which he has made.

The difficulty that 1 had while li-
stening to him was that the hon. Fi-
nance Minister talks repeatedly of in-
-dustrial development but |in the va-
cuum, as it were. Industrial develop=-
ment in our country has to be gearea
to certain objectives which have al-
ready / been accepted by the nation,
by the ecountry, by this Parliament. I
find it very surprising that comgari-
son should be made and [raferences
should be made to Japan ang Canada
in this econnection. The hon. Minis-
ter said that we are borrowing ideas
from Japan] for example, where they
have a development bank. I would
suggest that this is not the way to
look at this question/at all because
‘the conditions of Japanese industrial
development are totally different to
our conditions. The stats or level of
development of!the Japanesc economy
cannot be compared with ours. It
was a mighty industrial power before
the last world war and today it/pro-
duces vast quantities of all the basic
materials, like, steel, coal, mach'nes
and so 'on, which we are still strug-
gling to flay the foundations for. As
everybody knows, the Japanese eco-
nomy is dominated bv very big mono-
polies symbolising the concentration
of economic pnwcr]therc. All  the
old monoply houses which flourished
in Japan before the war—and which
were behind the imperialist war cffort
of ! Japan at that time—namely,
‘Mitsui, Mitsubishi an4q sn cn, have
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all come back to economic power in
Japan. Who does not/‘know it? There-
fore it is no argument to say that
we are borrowing an idea from Japan
because thers is a development’ bank
there which has done well. We are
working or operating in a totally
different set of conditions of an un-
derdeveloped economy/ of a country
which is still struggling through a
series of flve-year plans to reach the
take-off stage, as it' were. Therefore,
this analogy with Japan or with
Canada, for that matter, which is also
an jndustrially developed country
is, I feel, ‘totally out of place. These
are not the arguments which can justi-
fy this Bill.

The real question is that a provi-
sion is'being made here for enlarg-
ing the credit facilities available te
those people whom the hon. Minister
has rg‘ferred to ag genuine entrepre-
neurs to develop. I would have liked
the Minister to tell us a little ag to
the criterion or basis for claim-
ing continually ; in this country—
he is not the first one to do it; the
private sector through its various or-
gans and spokesmen is| continually
raising this cry—that they have got
inadequate credit facilities for deve-
lopment. What is the criterion by
which we are to judge? How are we
to know?

He has given some figures, of course.
But there is a fallacy in his argument
there, it I may say so, because 'he has
tried to show to us that there is a gap
between the availability of credit
supply by these various financial ins-
titutions and the total investment
planned or the target of the Plan. But
why the total investment  target
should be met by credits from Gov-
ernment or semi-Government institu-
tions ig not clear to me. Certainly, it
is not going to be met by them; only
a portion of that can he met at the
best of times. So, what iz the crite-
rion? In the private sector; ohvious-
ly—we have al'vays been told—profit-
ability or th~ return on capital is
the test. That is the test which shows
in the world of the private sector
whether they are abie, with the exist-
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ing level of crecd.t facilities, to pros-
per or' not. That is not my test, but
that is the test which tne private sec
tor app.ieg to itself

[ do not find any availuable evidence

for this contention that credit facili.
ties are inadequate or that credit sup-

plies are drying up to such an extent.

that the development of industry, par-
ticularly in the private sert-r, 1s noi
able 10 earn an adequate eturn on
its capital. Profitability is the law of
the private sector. That must be the
vardstick by which we have to tesi.
I will come to that presently, but one
other point I would like to make first,
in passing. namely that the Mahala-
nobis Committee’'s Report has not yel
been released to the public. It has
becn submitted to the Government and
in the usual way n nur democratic
set-up—I do not know how—huge
passages of it seem to have leaked
out to the press.

An Hon. Member: It was placed on
the Table yesterday.

Shri Indrajit Gupta: 1 am very sor-
ry; I was absent from the House for
a long time, but anyway that is good.

I am surprised to find that this Bill
is being brought forward just at the
moment when the Mahalanobis Com-
mittee has observed in its report that
one of the causes riot the only one or
the main one but one of the principal
causes, which have contributed to
the development of economic concen-
tration and the growth of monopoly
in our method of planed economy is
the ‘'way in which the existing finan-
cial institutions have functioned.

This observation of the Mahalanobis
Committee may not be acceptable to
the Govefnment.JGovernment may con-
test it. Government may come for-
ward with its own arguments and
facts and figures to prove that this is
wrong.{But the Mahalanobig Commit-
tee has laboured long and I believe
that its report and its recommenda-
tions and observations do deserve
most serious | consideration by the
Gevernment, It is really strange that
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report bug seen the light off the day
and when they have stauted that loans
advanced by public institutions, like,
the Industrial Finance Corppc-ratinn
and ke National Industrial ?Dew-lup-
ment Corporation have aided the
growth of the private sector in indus-
try and specially big companies @nd
their growth have been faciiitated/ by
the financial assistance rendered to
them by these institutions, they have
observed that there can be no doubt
that the working] of our planned eco-
nomy—szsnd thev have referred here
specifically to the working of these
financial institytions—has encouraged
the process of fconcentration by facili-
tating and aiding the growth of big
bu=iness in India,

Mr, Speaker: Would he like to take
more time?

Shr. "ndrajit Gupta: 1 do not know
how much tirm~ is allotted.

jusy at ihe time when ths Cozlmittue"s.

Mr. Speaker: | did not want to in-
terrupt him or to step him. He might
resume his seat.

13.23 hrs.

RE: RECEPTION TO SHEIKH
ABDULLAH

Mr. Speaker: Mr. Prakash Vir Shas-
tri and other Members had given a
Calling Attention Notice this morning
about Mr. Dinesh Singh’s going and
receiving Sheikh Abdullah. T have not
allowed that,

Shri Prakash Vir Shastri (Bijnor):
Ang alsp the Commonwealth Secre-
tary, Mr. C. S Jha.

Mr. Speaker: I have rejected that.
But then he wanted to interrupt the
proceedings and he raised that ques-
tion. The Prime Minister ig here. If
he wants to make a statement, he
might do it.

Shri S. M. Banerjee (Kanpur): Is he
making a statement suo motu?

Mr. Speaker: I had rejected that.
He is making it suo motn.



