ten I sav the nase of the Unit Frust of lndia BLLL on the Unier Paper
ou days earlier 1 was delighted. I thougit thet ay hon. friend, the

aininim', who is an imcginative person, wes going to perform , great
j ce to the country by briniing in legislation that would enable the »
~ formation of unit trusts in our country by siving such trusts certain
and, may be, soue tax concessicns. [ wae glad beceuse, as the hon. .
bas pointed out, there are certain extremely beneficial aspscts or features of
& unit trust as it hes been practised in Britain aud mmerica. The first is it
that it enables the mobilisation of the ssall savings of the small san which
otherwise misht remain unutilised vroductively. The second benefit, as he i :
himself has said, is that it fosters the creation of a property-cwning plres o o
democracy, an ideal that really is the histest form of socialisw and of social ]
welfare in any part of the world wherv the great bulk of the peonle participate
in the process of procuction by seekin; to invest theip little savings and
getting their share of the national dividend in that way.

Today, if tiere sre countries where tiere is social justice and sooial
advance, they are the countries where the unit trust, among ot.er things, has
made its contribution. iineily, the unit trust, as has baen said by the hon.
wuinister, crovides even the small men with tis chance of svoiding putting all :
! his ezgs in one basket and of spreading his savings thin so that no diszster
li may overtake him. Lven a wan who puts ia Rs.10 does not put all the ten rupees
in one enterprise; a rupee each Zoes to teun enternrises so that if one makes
a loss he might be compensated by the gains and profits of the other nine.

This diversified portfolio, whic. was berond tie resch of the small man with
B5.50 or Bs.100, now comes within his preach. These are tremendous advantages.

The story of the unit trust is a success story. In smerica the total
investments zo into billions. sven in Oritain there are £257 million
investuwent in these smasll amounts. +

, The essence of the Unit lrust is a voluntary coming together of small
investoras. The essence of it is that it is non-officiesl and the Government
has no role to play whatscever except that of supervising the honest

N administration of these funds. The third and the most essentizl mspect of
the unit trust is thzt it enters into free competition with other unit trusts
ard with other investusnt organisations in the country. This healthy primcinle
of competition is what hss developed unit trusts and made them what they are
in these countries. It is for these rvasons thet I said I was delighted thet
we in our own country were going to facilitste such an institution coming
into existence. Dut when I read this zill, my hopes were dashed hacause I
found that this Bill was somsthing quite different —- that a very ood idea
was being distorted and twisted to an unfortunate rTurpose.

-

There is nothing wromg with & Corporation being put up even under the
aegis of Governzent. I believe in the mixed economy. If a governuental unit
trust wants to commete with the other unit trusts, I have not the least

. objection. I wish it luck. But this is not hat the Bill does. The 4ill
does not bring into existence one official unit trust and sey that everyone
can come into the field. I am very gled to say that my friend pir. V.8, vandhi
of the Longress Jarty has tabled an amenduent, oist do, 2, where e wents
that similer privileges and similar facilities should be given to othar Trusts,
whethowtley may be in the State sector or the free sector. If the hon.
finister would sive a categorical assurance that in the next sesaion he will c
introuuce such an enabling Bill as wr. Sandhi wants, by wiich other unit trusts
will get the same tax advantages and the same fecilities, &ny doubts that




Aight are going
: tha sinerce sinister. miﬂ:mncumsm
_ only occurs once in the clause about the dissolu
because 8 out of the 10 institutions that will noad ; :
selves the nominees of the wovernwent. Therefore, this will hlt '
: four-fifths by the Government of Andia and one-fifth by ’chl

g __nf the scheduled banks who are given a minor share.

K eIthinkitiaavaitythatthisxsaabecamitaimnfnhintutha
- idea. .nd I say it is a pity because it is going to doom the idea to f&ﬁm
I feer that this is going to be =n unsuccessful effort, mmaufnl ;
’bhia bureaucratic domination of what should have been a free institution.

Contrary to my friend .. dorarks, my understanding is that people do not
trust the sovernuent to sdminiater their funds because they kmow what a meas they
have made of the administration of the tite enterprises which give 0.5 per cent
return on capital. If they think that the Uidt Trust Corporation is going to gi!ll‘s
them half a per cent on their capital, on ticir monsy, not even a man with Bs.10 is
going to sink his money into such a wasteful croject. Therefore, with this & bl
unfortunate record of failure of otate cnterprises in cur country, to ask the
nowinees of Governsent now to invest trofitably the savings of the small pecple
is to create difficulties in this investment. There are people in whom the small
investor hes confidence. This is shown by the fact thet in public limited
companies ars thousands and thousands of small share-holders, some of them going
to lakhs now. In awerica, the pusber of shars-holders of Cornorations goes into
milliong. If, in pl:sce of thet, you put & rew bureaucrats to adm:miat&r your
investuents, then people are going tc keep awny from this experience. o doubt,
gsome money will be found beceusc of the tax exemption, because of tiis bribe or
bait that you do not pay income-tar on these carnings. But that is not adequate
because in the end it is confidence in the capacity, in the vision, in the i
imaginative qualities of the investors thet will win. ln Sritain, unit trusts have
succeeded because the men who run them are not only honest but arc also captains
of industry =nd finance, bécause they know Low to make profits, they lmow what will pa
make a profit — they have zot good judgment. WNow, the bureaucrats wlo are !
officials in state institutions are cood people; they are honest “cople and they
will do sn honest job. Sut they are not fitted for the role of being entrepreneurs
or judzing entrepreneurs.

Then, as my hon. frierd Or. Lohie quite rightly pointed out, politice will
enter into this. There ic no question about it. Politics will enter into it &s
it has entered co-operative societies, land mortgage banks and other public
institutions in our country. In the United aingdom, investments sre made by the

trustees on werits. Their only anxiety is to lmow. 'Is it a safe investm.nt? &
4ill it give » gooa profit?' But here tnere will be & third consideration, namely
politics; and politics may take relatively desirable or relatively undesirable :
forus. The rclatively desirable form is 'what is in the public interest.’ The i
trustees like otber Governsent institutions will say 'we think tiat ties ‘country %
neads more of this, and we think thet the country nceds less of tiis' As s00n =
as this kind of srbitrary subjective factor enters into the judgenent of where .
the money of the investor should be imvested, you ars not zoing to make the I é
maximum profit becsuse doctrinaire considerations will enter. Tis is the m e
evil. ¢ ' :"i."-
But the bigger evil, as Ur. Lohia pointed out, is the corruption thet this "'!

&
will bring in. cvery licence and permit already is & source of com_?ﬂﬂ* How, ¥ -_—, .
you will get a very bis lollipop offered; if this unit trus® .imestit :Mmz |
it gets capital, if the unit trust doss not invest in i, it aows not ze ﬂl‘: &
Think, odr, of the financirl power of corrurticn thet will he juriicit in suc _,.+_-_*

: : =7



during elections, which arv tolerated by th
m'ot 1 the Oymait;.:n carties — when the Ce
ne oouse, every single party, except the Congress
- contributions to pulitical fu’anﬂs,-'exuapting the maj

be that th 4uid pro guo, that a firs that gets mﬂnﬁfw
- rust will be expected to give hack a part of it to the coffers
~ Congress Party. This is a danger that we cannot ignore after the scar ;
- Shri K. D. fialaviya and ohri Sersjuddin., These are things that aro bound to
happen. oue Rinisters may be honest; othars may not he so scrupulous.

Therefore, it comes to this that to tie already suffocinting amount of
corruption in the country we are going to crente and add a now instrument of
corruption. . '

There is also another positive danger Funds that would h ve gone to
productive cntersrise earning 6 per cont or 8 per cent or 10 par cent or 12 par
cent as in ths normsl course, would now be dreind away from productive enterprise
because of this tax concession. Thi brilc or the tcmptation to woid paying tax
will be there, saying 'why do L give it to a private company? Lhy do I not " i

oy » give it to the Unit Trust, bucause I would not pay tax?' As I said earliar,
I there is every likelihood that the investments wzde by the Unit Trust will be y
g leas proauctive than the investm:nts made by those who ant riskirg their own .
&;ﬂ . capital. Therefore, monsys will be diverted froa nore productive investment to

b less productive investment like the State enterorises which give their half per
e cent of return on capital. Is that a good thing for the country? Is it going
iy to help our econaomic development?

So, t.ere are the political dangers of corruption, political patronage,
palitical victimisation on the one hond, and the sconomic dangers of diverting
investment from more productive to less productive quarters on the other. These

: are the dangers of monopoly. A8 i said, w: are opposed to all moncpoly, whethor
V in the State sector or in the fres sector.

This is sn anfortunate asdeptation of & very valusble device. Jhat should
have been done would hove beun, as Shri V.B.Gondhi hss suggested, to bring forward
an enabling £ill to say that from now on a unit trust msy be formed by any group
of people who want to form it, and they will have such and such regulation and
supervision from the side of Government cxd they will heve such and such con-

e cassions or tax rebates. And then, lct the ficld be open. Shri Horarks gave
s Very path:tic retionslisation of the reason for this monopoly. he said that
nobody slse would be in a position to find the czpital. Well, if nobody else
would be in a position to find the capital, why are you frightened of it?
wihy bar compstition if you arc prepered to fasce it? The answer is that thare
are sources in ithis country from which rivel corporations woulad have comeé. _
Shri morarka's plea that money is not available is & very good rosson for throwing w
the door open to snyone. If shri aorarka is so confident that nobody else can &)
put across 5.5 crores, he should support me in saying, 'let there be an open e
door. Lot anyone come with 5,5 crores.' I do not believe he will. It 1# :
precisely because compstition weuld cowe in, on this tax rohate basis, tllak a %a
monopoly is being created. A1l monopolies erc bad, and a State monopoly is the Pyt
most vicious of the lot. ]

£ .
Therefore, since this measur. is a distortion of a good idea, since thﬂ
country has not had time to consider it —- most people do mot Sved lmow what




hese pmpoae.ls andamim*ha.'

M
' that the House is satisfied, 1ot a Select Gami%he r
 the select Conmittee try to improve the measure and Teport
¢ tempt to ram things down the throat of Parliement without
: for discussion and assimilation is a bad gractice.
. protest ageinst this attempt to hustie tho bouse into passing & me
-1 . most of us have not had time even to understand.
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